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EXECUTIVE SUMMARY 

Entrepreneurship has seen a meteoric rise in India in the past decade. With better 

access to resources, change in the mindset, high smartphone penetration, and India 

being considered an investment opportunity apart from China, the Indian startup 

ecosystem has evolved into a dynamic, vibrant, technologically sound, and innovative 

ecosystem. It took India to mint its first 19 unicorns eight years, and today India now 

has 100 unicorns to its name in 2022, out of which more than 20 were recognised in 

2021. This shows the remarkable journey of the Indian Startup ecosystem and how far 

we have come.  

But this evolution has also brought in some challenges, one of them being valuing a 

startup. A startup cannot be valued through the already existing traditional methods 

that rely on past data. It depends on the idea, the product or service, the founding team, 

and the intellectual property that the startup holds. Traditional valuation 

methodologies that use either the cost approach, the income approach, or the market 

approach are not valid in this case because a startup might not have any financial 

records, the product might be new and groundbreaking, or there might not be any 

existing comparable transactions in the industry, etc. In this case, other valuation 

methodologies come into play that can integrate probability into account, value the 

intangible assets of the firm, understand the new and emerging business models, and 

adapt to them.  

These evaluations are essential not just for the entrepreneurs or the company itself but 

also for the people, the institutions, and the consumers investing in the company. 

Hence, this paper attempts to understand startup valuation from a venture capital 

context using qualitative analysis. Venture Capitalists not just bring in funds or capital 

to the startups but also provide experience, network, and insights that help them reach 

new heights. Therefore this paper concentrates on the venture capital’s view and 

preferences while investing in a startup. 
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INTRODUCTION 

Startups in India have grown at an astonishing rate over the last six years; according 

to the Department for Promotion of Industry and Internal Trade's Economic Survey 

2021-2022, 555 districts in India had at least one new startup, with the majority of 

them in the IT/Knowledge-based sectors. The number of newly recognised startups 

has increased from 733 in 2016-17 to over 14,000 in 2021-22, a more than 1800% 

increase. Following the United States and China, India now has the world's third-

largest startup ecosystem. With 44 Indian startups achieving unicorn status in 2021, 

the total number of Indian unicorns has risen to 83, with the majority of them operating 

in the services sector. 

With the evolution in the 

Indian Startup Ecosystem, we 

have seen an increase in the 

number of startups, 

government initiatives, and the 

general awareness about the 

same and the investment 

opportunities and firms that are 

willing to take risks. Even with 

the downturn in the global 

market, Indian Startups were 

able to raise record 

investments of up to $3.5 

billion across 130 deals through January 2022. This value is six times higher than 

January 2021, which witnessed 75 deals worth $600 million. 

The time between fundraising rounds has shrunk from years to months as businesses 

have rapidly scaled up as a result of tremendous growth opportunities created by a new 

generation of entrepreneurs and supported by improving digital infrastructure, new 

investment themes, and an abundance of risk capital. The Indian startup ecosystem has 

become more hospitable to entrepreneurship, fostering startups not only in the 

technological domain but also in consumer, financial services, logistics, and other 

areas. With the advent of the wave of entrepreneurship also came the wave of evolution 
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in the investment arena. The concept of Venture Capital in countries like the US, UK, 

Israel or Europe developed way earlier as compared to India. Up until 2010-11, the 

VC investments in India had not begun to scale up for real. In the absence of Venture 

Capital firms, entrepreneurs largely depended upon the private placements, individual 

investors and lending by financial institutions for funding. In the following paper we 

understand the VC ecosystem of India in detail and then move on to the analysis of the 

factors that affect the VC funding. 

1.1 India's Venture Capital Evolution 

The growth of the Indian venture capital industry occurred in distinct phases, 

beginning around 1986 and peaking around 2019. With the start of economic 

liberalisation in 1986, venture capital in India began. Initially, when in 1988 the 

Government of India formalised venture capital, it was only limited to large industrial 

enterprises and IDBI, IFC and ICICI.   

But the Indian entrepreneurial ecosystem began to see growth and foreign investment 

when well established Indian startups in the Silicon Valley convinced the foreign 

investors that India has talent pool and potential required for the economic growth and 

development. This success in the Silicon Valley led an inflow of private venture 

capitalists from abroad as well as India in the Indian startup ecosystem. The Indian 

Venture Capital Association also known as IVA was established in 1993 creating a 

formal Indian Venture Capital community. According to a report, in the year 1999, 

80% of the total venture capital investments came from firms working overseas. 

As the investment scenario evolved, the Indian venture capital market saw a number 

of private investors both from India and abroad. Manufacturing sector saw most of the 

capital inflow initially, but with the change in trends and the 1990 liberalisation, 

companies in the consumer services and consumer retail space emerged as the new 

competition for VC funding and bagged almost half of the VC investments. Other 

sectors that saw an influx of capital later were IT and IT related services, 

telecommunications, electronics, software development, banking and finance and 

pharmaceuticals. The VC market witnessed an intense competition during this phase 

due to the increase in the number of deals.   
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1.2 Venture Capital: Recent Years 

With $10 billion in venture capital deployed in 2019, 2019 was a defining moment for 

the Indian VC industry. This was the highest-ever venture capital investment in India 

to date, and it was approximately 55% higher than in 2018.

 

An increase in the number of seed and early-stage deals was the main reason of 

increase in the deal volume in 2019. The average deal size also went up by 20% in 

2019. 

With increased venture and private equity activity in India, a variety of sectors at 

various stages of maturity have emerged. According to the NASSCOM report on 

India's Tech Start-up Ecosystem 2019, the mature sectors are fintech, healthtech, 

enterprise software, and retail and retail tech. Consumer technology received the most 

investment in 2019, followed by fintech, B2B commerce and technology, and 
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Software/SaaS.

 

A number of factors contributed to the increase in the investment momentum in India: 

development of digital infrastructure including smartphone penetration, the ease of 

UPI, easier access to data and Aadhaar and electronic Know Your Customer (eKYC); 

boost in the investor confidence with multiple high return exits, positive 

macroeconomic for the nation and heightened regulations by the Chinese regulators 

made India an attractive place to invest. 
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According to a report, the total deal value in 2021 was $38.5 billion due to the increase 

in the amount of deals as well as increase in the average deal size. However, the most 

vital change that was seen was a change in the deal flow. VCs from around the world 

led the mega round investments and market leaders like Swiggy and Dream11 saw 

follow up rounds of investments. Further, the pace and size of early-stage deals 
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changed dramatically, with Series A rounds averaging $10 million or more. With 73 

privately held active unicorns, India was the third-largest unicorn home last year, 

trailing only the United States (500) and China (170).  

Consumer technology, fintech, and software as a service (SaaS) continue to 

account for 75 percent or more of all VC investments by value (in line with 2020). 

These sectors' deal sizes have continued to grow significantly, indicating a 

maturing landscape. SaaS, in particular, saw deal size increase as marquee Indian 

unicorns such as Postman in API management and BrowserStack in automated 

testing became category-defining leaders globally. Several emerging industries 

jumped out: 

1. In consumer technology, several alternative forms of commerce, such as video 

commerce, direct-to-consumer (D2C) brand aggregator models, and short-form 

videos, received significant funding. 

2. Four new unicorns were created in online business-to-business (B2B) 

marketplaces, indicating the large opportunity size driven by the pandemic-led 

inflection in digital adoption within B2B supply chains. 

3. SaaS funding continued to see momentum as several category leaders emerged, 

addressing unique use cases 

4. Consumer and SMB-focused neobanks received a significant share of fintech's 

record funding in 2021. 

5. Web 3.0 and crypto-based startups saw explosive growth raising up to $500M+ 

in 2021. 

India’s active investor base has significantly increased from 516 in 2020 to 660+ in 

2022. Several family offices and seed funds made their debuts or raised funds for early-

stage rounds, increasing their visibility in the pre-seed to Series A landscape. Tiger 

Global and Sequoia Capital remained dominant in terms of deal volume and capital 

deployed, respectively, while Softbank remained competitive in terms of fund 

deployment and selectively focused on large deals. 
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"Direct investments were made in 2021 by several Tier 1 global VCs and crossover 

funds (for example, Technology Crossover Ventures [TCV] and Dragoneer 

Investment Group), (b) emerging domestic VCs (for example, 3one4 Capital), and (c) 

global sovereign funds (for example, Abu Dhabi Developmental Holding Company 

[ADQ], Qatar Investment Authority [QIA]). Global and domestic funds with a specific 

industry focus increased their investments (for example, Ribbit Capital in fintech or 

DSG Consumer Partners in consumer tech)." Furthermore, conventional private equity 

firms such as KKR and Warburg Pincus have expressed an interest in growth equity 

investments. To help differentiate their capital, many of the funds have ventured into 

offering a variety of portfolio advisory services ranging from recruitment to business 

development. 

Another pivotal aspect of 2021 is the exits. Across secondary transactions and initial 

public offerings, total VC exits exceeded $14 billion (IPOs). Secondary transactions 

accounted for sixty percecent of total exit value, led by a few high-profile transactions 

(PayU's acquisition of BillDesk for $4.7 billion, and Kalaari's partial exit from 

Dream11 for $400 million. “Furthermore, companies with venture capital backing 

accounted for at least five high-profile IPOs last year, a massive shift as the Securities 

and Exchange Board of India (SEBI) relaxed listing norms on public exchanges.” These 

IPOs saw record levels of oversubscription due to retail investor demand for 

technology-led stocks (for example, Zomato saw an oversubscription by 7.5 times and 

Nykaa saw an oversubscription by 12.2 times by the retail investors). 

Thanks to VC investments, the Indian startup ecosystem reached a tipping point in 

terms of maturity in 2021. “Companies with a valuation of more than $400 billion are 

looking to unlock significant economic value by addressing major pain points for 

consumers and small and medium businesses in an ecosystem with over 50,000 active 

startups (SMBs).” The liquidation of employee stock ownership plans (ESOPs) also 

contributed significantly to wealth creation in 2021, with 30+ startups announcing 

ESOP buybacks. 

Early-2022 global headwinds will almost certainly have an impact on the “funding 

outlook for the rest of the year. Although” there is an anticipation that investments in 

2022 will remain in the same range as in 2021, the pace and quality of transactions 

will likely change. Rounds with larger investments and a faster pace of dealmaking is 



15 
 

expected becaise the investors are ;ole;y to place their bets on quality assets. 

Compressed multiples in global public markets are likely to have a cascading effect, 

resulting in valuation rationalisation “and a focus on unit economics. Exits” through 

public listings may also be tempered, as IPOs in the works may take a wait-and-see 

approach in light of global public market headwinds. “Web 3.0 or crypto-based 

investments will remain popular (especially in light of the Indian government's 

decision on the legality of digital assets), as will creator commerce and core sectors 

such as agritech and health tech.”

 

1.3 Key investment themes in 2021 

• As in 2020, three sectors accounted for 75 percent or more of all VC 

investments by value: consumer technology, fintech, and SaaS; however, 2021 

was distinguished by “a sharp increase in investments in emerging technologies, 

such as B2B commerce and tech, Web 3.0, and crypto-based startups.” 

• Due to the sectors' maturity, “e-commerce and SaaS saw mostly deal size 

expansion, whereas fintech and other consumer tech sectors like edtech and 

gaming saw both deal size and volume expansion. Sectors such as” Web 3.0 

and  online B2B commerce on the other hand, experienced a surge in deal-

making. 

• “In 2021, several investment themes emerged or continued to gain traction 

o Brand aggregators for direct-to-consumer transactions 

o New e-commerce business models (social commerce, video commerce 
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o Consumer and small-business neobanks 

o Online B2B marketplaces as a service 

o Short-form video or social networking (targeted at consumers 

o  in Tier 2+) 

o Web 3.0 and blockchain and crypto based technologies” 
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1.4 An overview of the investor base and fundraising efforts 

• India saw “significant participation from a number of global and domestic 

investors in 2021, increasing its active investor count to 665 from 516 in 2020.” 

Eximius Ventures and Atrium Angels, for example, raised significant funds in 

2021 (fund sizes of $30 million). In 2021, the fundraising landscape shifted 

dramatically, with smaller funds raising a greater proportion of capital than 

leading Tier 1 investors. 

• “Tiger Global and Sequoia Capital maintained their top positions in terms of 

investment value and volume in 2021, while SoftBank made a few select large 

deals while maintaining its top position in terms of investment value.” 

• "Top investors such as Tiger, SoftBank, and Alpha Wave Global (formerly 

Falcon Edge Capital) have 60 percent or more of their deals in the $50M+ size 

bracket, whereas the shape of the dealmaking landscape has shifted 

dramatically." Sequoia and Accel, two traditionally VC-focused investors, 

continued to actively participate in deals with a ticket size of $50 million or 

more, contributing 70% or more. 

• "Newer investors made significant inroads into the deal landscape in 2021:  

• (a) TCV and Dragoneer Investment Group part of the tier 1 VCs globally, made 

several large investments;  

• (b) domestic VCs like 3one4 Capital, Gemba Capital, andTogether Fund scaled 

their presence. 

• (c) sovereign funds, such as ADQ and QI, also made direct investments as late-

stage investors; and  

• (d) several sector-focused funds increasingly doubled down." 

• "Finally, traditional private equity funds increased their focus on growth equity 

deals, with the Warburg Pincus-led investment in The Good Glamm Group, 

ChrysCapital's investment round in Dream11, and KKR's investment in 

Lenskart standing out." “With increased capital availability and liquidity, 

investors are looking for ways to stand out in the market by offering focused 

portfolio advisory and support (e.g., recruiting support, strategic advisory).” 

1.5 Exit Landscape in India  

• VC exits experienced a significant milestone, with total exit value exceeding 

$14 billion: 
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• Three high-profile exits accounted for nearly 60% of total exit value: PayU's 

acquisition of BillDesk ($4.7 billion), Paytm's IPO ($2.5 billion), and Zomato's 

IPO ($1.3 billion). 

• "While secondary sales were anchored by a few large deals," VC exit IPOs 

accounted for a sizable 40% of total exit value in 2021. 

• Strategic and secondary sales remained the mainstay for exiting VCs, 

accounting for more than 60 transactions totaling $8.7 billion, or 60% of total 

VC exit value. Global investors and private equity firms' growing interest in 

growth-stage deals was a key driver of the secondary market's buoyancy. 

VC exits totaled $5.3 billion in five high-profile IPOs in 2021 (out of a total 

IPO value of $16.1 billion). The shifting regulatory environment for tech IPOs 
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in India, combined with public markets at an all-time high, fueled IPO 

momentum. 

 

 

1.6 Major Players 

In the year 2021, Indian startups successfully raised $36 billion in funding, the 

majority of which came from VC funding for startups and private equity investments, 

which increased threefold from the previous year. These funds not only make it easier 
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for startups to raise funds, but they also add gear to the Indian startup ecosystem, 

making it a prominent and growing entity in the global landscape. The following are 

the major corporations: 

1. Sequoia Capital 

2. Accel  

3. Blume Ventures 

4. Elevation Capital 

5. Tiger Global Management 

6. Kalaari Capital 

7. Matrix Partners 

8. Nexus Venture Partners 

9. Indian Angel Network 

10. Omidyar Network India 
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LITERATURE REVIEW 

Paper  Authors Findings Research Gaps/ Future 

Research Scope 

Startup 

valuation by 

venture 

capitalists: an 

empirical 

study 

• Tarek 

Miloud 

• Arild 

Aspelund 

• Mathieu 

Cabrol 

• The authors 

established an 

integrated 

framework using 

the analyses of 184 

rounds of early 

stage venture capital 

investments in 102 

new ventures. 

• The main aim of the 

paper was to 

develop a 

supplementary 

method to value an 

early stage new 

venture while also 

linking it with the 

existing strategic 

management 

theories because 

there is a lack of 

accounting 

information while 

investing in a new 

startup.  

• This paper takes a 

theoretical approach 

taking into 

consideration the 

industrial economics, 

the resource based 

view and the network 

approach. Other 

variables like the 

characteristics and 

cognitive abilities of 

venture capitalists 

and technology 

variables can be 

taken into account. 

The study is also 

limited to France.  

Valuation 

Methodologies 

for business 

startups: a 

• Fabricio 

Batista 

de 

Oliveira 

• This paper analyses 

different 

methodologies used 

to value a startup 

• Techniques based on 

real option value 

method can be 

looked in to for a 
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bibliographical 

study and 

survey  

• Luis 

Perez 

Zotes 

company and 

identifies the most 

suitable for the 

Brazilian market. 

• After conducting a 

thorough literature 

review and 

interviews with 

market experts, the 

authors realized the 

gap in the valuation 

methods that are 

concerned only with 

the financial aspects 

of a startup and not 

the innovative 

aspect.  

more flexible and 

robust valuation of 

the startup. 

• The study is limited 

to the Brazilian 

market. 

“A world of 

difference? 

The impact of 

corporate 

venture 

capitalists’ 

investment 

motivation on 

startup 

valuation” 

• Patrick 

Rohm 

• Andreas 

Kohn 

• Andreas 

Kuckertz 

• Hermann 

S. 

Dehnen 

• To better 

understand the 

motivations behind 

Venture Capitalist 

investments, The 

authors carried out 

an empirical study 

of fifty-two CVC 

mission statements 

and 147 startup 

valuations. Instead 

of viewing all 

corporate venture 

capitalists as a 

single entity, this 

paper was able to 

• The one drawback of 

applying CATA is 

that the VCs real 

investment 

behaviour might 

differ from the 

investment 

statements and 

mission statements.  

• The study is 

geographically 

limited to the US 

venture capital 

market and operates 

within a shared set of 



23 
 

segment them based 

on their level of 

strategic and 

financial investment 

motivation. 

• According to the 

authors, VCs with a 

strategic investment 

motivation assign 

lower startup 

valuations than VCs 

with an analytical 

investment 

motivation. Having 

a CVC with an 

unfocused 

motivation to push 

for a higher 

valuation in the 

early stages may be 

useful in terms of 

signalling when 

planning to exit via 

an IPO in the long 

run, whereas 

entrepreneurs 

seeking value-

adding 

contributions may 

be interested in 

maintaining a close 

relationship with 

CVCs with a 

cultural and 

institutional factors.  
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strategic 

motivation. 

“The 

determinants 

of startup 

valuation in 

the venture 

capital 

context: a 

systematic 

review and 

avenues for 

future 

research” 

• Andreas 

Kohn 

• This paper conducts 

an empirical 

literature review on 

the existing 

literature to 

understand the 

factors that affect 

the valuation of a 

startup from a 

venture capitalist 

context. 

• These factors were 

divided in to factors 

related to the 

startup, factors 

related to the VCs, 

and factors related 

to the external 

environment.  

• The selection of the 

papers might be 

subjectively biased 

and narrow, 

considering the paper 

relies on two 

databases only. 

 

“Technology- 

Based Startup 

Valuation 

using real 

options with 

Edgeworth 

expansion” 

• Gaston S 

Milanesi 

• Gabriela 

Pesce 

• Emilio El 

Alabi 

• This paper proposes 

a method to value 

companies using 

real options with 

Edgeworth 

expansion instead of 

the already existing 

methods, which are 

not useful in the 

absence of 

comparable 

companies, 

- 
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inexistence of 

historical data and 

the number of 

intangible assets 

which give worth to 

the firm. 

“Startup 

Company 

Valuation: The 

State of Art 

and Future 

Trends” 

• Damiano 

Montani 

• Daniele 

Gervasio 

• Andrea 

Pulcini 

• The aim of this 

paper was to 

systematically 

present the 

innovative startup 

valuation methods 

and look for a 

method that a) 

considers future 

forecasts and not 

past data, b) uses 

probability to 

consider different 

scenarios and c) 

understands 

business specific 

features and does 

not rely on 

comparable 

companies. The 

authors realized that 

there is no method 

that meets all three 

criteria.  

• A future research can 

be taken up to 

develop a method to 

value a startup which 

is more suitable to 

the evolving space. 

“Analyzing the 

startup 

ecosystem of 

• Shiwangi 

Singh 

• This paper uses 

Twitter analytics to 

analyse the startup 

• The data collection 

period was very short 

and the study is 
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India: a 

Twitter 

analytics 

perspective” 

• Akshay 

Chauhan  

• Sanjay 

Dhir 

ecosystem of India 

by examining 

53,115 tweets from 

15 Indian startups 

across different 

industries. 

 

limited to hashtags of 

various startups. 

“Detecting 

Indicators for 

Startup 

Business 

Success: 

Sentiment 

Analysis Using 

Text Data 

Mining” 

• Jose 

Ramon 

Saura 

• Pedro 

Palos-

Sanchez 

• Antonio 

Grilo 

• This paper analysed 

and extracted the 

main topics about 

startups that 

appeared in Twitter. 

Important topics 

like the importance 

of business plans, 

startup projects, 

sustainable business 

models, startup 

incubators etc were 

identified. These 

topics were then 

grouped according 

to sentiments to 

identify the user’s 

attitude and key 

issues regarding 

these factors. 

• The limitation could 

be the sample size 

and the time horizon 

taken up.  
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RESEARCH METHODOLOGY 

This study focuses on an in depth analysis of the venture capital ecosystem of India 

and the factors that affect the valuation of a startup from a venture capital’s point of 

view. To gain a thorough understanding of the same, and insightful literature review 

was conducted, followed by qualitative analysis of a podcast- The Desi VC and articles 

and interviews of Venture Capitalists that gave an insight of their investing 

methodologies. 

For the purpose of this research twenty podcast episodes were transcribed and analysed 

with an open-source content analysis tool- “Voyant tools.” 

Voyant Tools is a text reading and analysis environment that is accessible via the web. 

It is a scholarly project that aims to improve reading and interpretative practises for 

digital humanities students, scholars, and the general public. 

The Desi VC is a weekly podcast hosted by Akash Bhat, a prominent member of Scrum 

Ventures' investment and ventures team, a VC firm that invests in the US-Japan 

corridor. In the podcast Akash interviews various angel investors and venture 

capitalists from India across all sectors in an attempt to learn about the inner workings 

of investing in a unique and vibrant market like India.  

The details of the episodes used in the analysis are as follows: 

Guest Speaker Designation Company/VC 

Fund 

Duration 

(minutes) 

Sanjay Mehta Founder and Partner 100X VC 54:16 

Naganand 

Doraswamy 

Founder and 

Managing Partner 

Ideaspring 

Capital 

42:52 

Dev Bajaj Venture Partner Kalaari Capital 37:34 

Pranav Pai  Founding Partner 3one4 Capital 60:00 

Anirudh Damani Managing Partner Artha Venture 

Fund 

49:17 

Dheeraj Jain Managing Partner Redcliffe 

Capital 

48:04 
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Karan Mohla Executive Director Chiratae 

Ventures 

67:00 

Rama 

Bethmangalkar 

Director Qualcomm 

Ventures 

53:07 

Sajith Pai Director Blume 

Ventures 

54:05 

Abhishek Prasad Managing Partner Cornerstone 

Venture 

Partners 

47:34 

Mark Kahn Managing Partner Omnivore 51:08 

Bhaskar Majumdar Founder and 

Managing Partner 

Unicorn India 

Ventures 

54:51 

Ritu Verma Co-Founder and 

Managing Partner 

Ankur Capital 43:05 

Ishpreet Singh 

Gandhi 

Founder and 

Managing Partner 

Stride Ventures 50:15 

Ankita Vashishta Founder and 

Managing Partner 

Saha Fund 48:37 

Pankaj Makkar  Managing Director Bertelsmann 

India 

Investments 

44:15 

Alex Lazarow Investment Director Cathay 

Innovation 

46:23 

Vinod Murali Co-Founder and 

Managing Partner 

Alteria Capital  57:12 

Rohan Malhotra  Managing Partner Good Capital 51:37 

Piyush Puri  Vice President Brand Capital 

International- 

The Times 

Group 

47:21 
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SCOPE OF LIMITATIONS 

A number of limitations should be considered for this research study. This study is 

based on the analysis of the above mentioned podcasts episodes and articles, which 

implies that the scope and the discussion is limited to this data only. Since this data is 

only pertaining to India, the results and discussions might not be valid in other 

countries, hence this study suffers from cultural biases. Qualitative analysis and 

content analysis to be precise, suffers from its own drawbacks like the researcher’s 

bias, inaccurate cleaning or coding of data or just being based on word counts, and this 

study suffers from the same as well.  

 

DATA ANALYSIS AND DISCUSSION 

After conducting a thorough literature review on the determinants of startup valuations 

in the venture capital context, it was observed that these determinants can be 

categorised into three types: 

i) Determinants related to the startup 

ii) Determinants related to the Venture Capitalist 

iii) Determinants related to the external environment 

1. Determinants related to the startup 

These factors include financial information, startup characteristics, founder 

and team characteristics, intellectual property, and alliances. On the startup 

level, industry and location are considered important factors while investing. 

A venture capitalists associates a firm located in the midst of the activity area 

and also operating in an upcoming and booming industry with profits and hence 

values them higher.  

Having more than one founder, a complete management team, prior startup 

experience, management and relevant industry experience, and a high level of 

education are all factors that can increase valuations. Intellectual properties are 

significant to the startups and the VC because the patents and the trademarks 

are the defining and differentiating features of the startup, especially the ones 

operating in the life sciences, communications, medicine, and the 

semiconductor industry. 
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Strategic Alliances, specially in the pharmaceutical industries, are associated 

with high valuations because a startups strategic alliance with larger firms are 

associated with an easy access to resources. Too many alliances, on the other 

hand, have the opposite effect and imply that the company may lack the 

resources and capability to manage a large number of alliances. 

Determinants related to the VCs 

These determinants include the VC investor type, the reputation and the value-

add, and the valuation methodologies being followed. If the VC operates in a 

low competition, homogenous group then the it implies that the VC circle has 

a high bargaining power which implies lower valuations. But if, the VC 

operates in a highly competitive then that means the VC will value the startup 

higher.  

Entrepreneurs of startups who receive multiple offers tend to prefer even lower 

valuations from reputable VCs in the hope of better value-added services that 

come with the reputation. Entrepreneurs tend to associate higher valuations 

while dealing with less experienced or less reputable VCs. 

2. Determinants related to external environment 

Market factors, as well as institutional and cultural factors, are among these 

determinants. The inflow of funds into the VC industry implies increased 

competition among VCs, resulting in higher startup valuations. Blogs or any 

sort of media coverage on a startup acts as a positive word of mouth which in 

turn rewards in the form of high valuation from VCs. 

Following is a word cloud representing the combination of the twenty podcast 

transcripts which basically represent the common insights by each venture capitalist 

interviewed. 
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On taking a closer look, some major themes in the word cloud can be identified. After 

combining similar themes, the term-frequency table is as follows:  

Terms Frequency Total 

Company, Companies =517+326 843 

Fund, Funds, Funding, Cash, 
Money =161+62+66+53+222 

564 

Market, Markets =452+53 505 

Capital =409 409 

Founders, Founder, Founding =198+151+26 

375 

Idea, Ideas, Different =65+33+220 318 

Investor, Investors =127+180 307 

Business, Businesses =222+72 294 
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Product, Products =200+44 244 

Industry, Sector, Sectors =121+92+30 243 

Portfolio =165 165 

Entrepreneurs =81+76 157 

Value =153 153 

Space =148 148 

Ecosystem =136 136 

Technology, Technologies =109+24 133 

Stage =129 129 

Perspective =108 108 

Equity =108 108 

Marketing, B2B =27+80 107 

Team =95 95 

Consumer, Customer =59+35 94 

Education =58 58 

Strategy =32 32 

Supply =25 25 

Sustainable =24 24 

Relationship =24 24 

 

In accordance with our literature we can see some recurring themes from the frequency 

table. It implies that venture capitalists firms value a startup on various factors which 

include the company and the idea i.e how different is the idea and if that idea catering 

to a problem that needs to be solved, the age of the startup, the product or service it is 

trying to sell. The VCs interviewed have also stressed on the importance of a founder 

who is ambitious and has a team that is willing to work for what the company believes 

in. In his interview, Sanjay, the founder of 100x VC said, “ one of the basic approaches 

is to ask about the founding team, market size, opportunity, business model strength, 

their advantage and conviction of minimum 20 & returns. Apart from that, I start by 

asking what is the core purpose of your company, what is making you choose this idea 

and if this is an important solution, then why do people want it right now more than 

any other time.” He further emphasised on how there have been instances where he 

has backed founders who have failed before because he believed in the founding team 

and the idea.  

Apart from this we can also see new themes emerging in our analysis. Themes like 

stage of the investment, supply chains, sustainable models, previous investors, and 

equity are some other areas which VC’s have started looking into, which were not part 

of our initial literature. Furthermore we can also see the sectors that are upcoming in 
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India and have the VCs betting on them. Sectors like space which have now been 

opened to private companies by the Government of India, education which is 

considered to be an evergreen sector, fintech, health, marketing, and sustainable supply 

chain and logistics have huge potential in the upcoming years.  
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CONCLUSION 

Valuing a startup is a tedious task. Most of the valuation methods that exist depend on 

the historical facts and figures and do not work for the new and upcoming startups that 

rely mostly on their intangible assets like their patents and trademarks , their ideas, 

their teams and their service. This already complicated task becomes even more 

confusing for the people willing to invest in the startup.  

The aim of this paper was to conduct a qualitative study to understand the venture 

capitalist's perspective of valuing a startup. The paper illustrates the factors that 

operate in the dynamic and complex settings of the venture capital ecosystem and 

affects the valuation of a startup. These factors can be related to the startup, the venture 

capitalist themselves and the external environment. Furthermore, the content analysis 

conducted on the podcast transcripts not only supported the already existing literature 

but also shed light on new factors like the existence of previous investors, the stage of 

investment, the equity that is available, supply chain and the value chain constructed 

and sustainability that the VCs are considering before investing nowadays. The 

analysis also revealed the new and upcoming sectors of the constantly evolving Indian 

Startup ecosystem, like space, sustainable and green supply chain and logistics, fintech 

and education.  

Furthermore, it can be stated that this research has only scratched the surface of 

determining the determinants of startup valuation, and that filling the identified 

research gaps will greatly benefit this research area. In this regard, future research will 

use more comprehensive datasets and measures in conjunction with emerging research 

methods to further disentangle the determinants influencing startup valuations in the 

venture capital context. 
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