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Abstract 

 

This study aims to explore in depth the concept of venture capital. Venture 

capital is the need of the hour. When innovation is the key to progress, new 

startup firms with innovative yet risky propositions need funding to kick start 

their projects. Since there is a high element of risk, these firms may find it 

difficult to get the conventional financing support like a bank loan. That is 

where a venture capital comes to the rescue. Venture capital is long term risk 

capital to finance new, innovative, risky, high technology based projects 

having strong growth potential. In this study, we also undertake an empirical 

case study on various venture capital firms and their beneficiary startup firms 

to understand their working in and around Kerala and Maharashtra. We also 

explore in depth the question of why venture capital is not successful in 

Kerala, what are the factors hindering their growth and why we feel it should 

be propagated in Kerala. We provide constructive suggestions to improve this 

scenario in the state of Kerala. 

 

Keywords: Risk capital; Venture capital; Innovative project finance; 

Entrepreneurship 

 

 
1. INTRODUCTION 

The process of globalization has reduced the potency of many sources of competitive 

advantage. Companies around the world today enjoy broad access to global resources 

that help them to compete on factors such as price, process, quality and customer 

service, diminishing the advantage these confer. One element of competition, 
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however, is harder to replicate and scale successfully: innovation.  Successful 

innovators differentiate themselves and reap the rewards of the value created. Venture 

capitalists too have recognized these dramatic changes and are putting their money 

anywhere around the globe that innovators can be found. Thus, the venture capital 

industry plays a central role in innovation today, funding entrepreneurs who are 

developing disruptive innovations and acting as a bridge to large corporations.   

 

SIGNIFICANCE OF THE STUDY 

When it comes to alternative investments, venture capital has taken a back seat to 

hedge funds and leveraged buyout funds over the last few years. Indeed, we've been 

bemoaning the state of the industry for a while. Business Week notes some new data 

from the National Venture Capital Association's latest overview of the industry. 

At the end of 2005, venture-backed companies accounted for 10 million jobs and 

nearly 17 percent of gross domestic product. As of the end of 2008, VC-backed 

companies account for 12 million jobs and 21 percent of GDP. The return of the IPO 

market and traditional deal market could be setting the stage for some good year. 

Thus, the study aims to understand the working of VC firms and beneficiaries and 

aims to probe into why VC is not that popular in the state of Kerala. 

 

OBJECTIVES OF THE STUDY 

1. To have a bird’s eye view of the conceptual and theoretical framework of 

Venture Capital. 

2. To study about the various aspects and working of Venture capital firms and 

beneficiaries of Venture Funding. 

3. To probe into why Venture Capital concept is not popular in Kerala. 

 

METHODOLOGY 

Source of data: Data is collected from both primary and secondary sources. Primary 

data is collected from various Venture Capital Firms operating in the country and 

various firms that have availed venture funding. Secondary data is collected from 

various books, reports, journals and literature on the topic available from internet 

retrieved using Google search. 

 

Sample Design: Data is collected from three Venture firms operating in Cochin and 

Mumbai city respectively. Four firms who have availed venture funding were selected 

from Cochin, Trivandrum and Bangalore City respectively. Samples were selected 

based on Convenient Sampling Technique. 

 

Data Collection: Data is collected using Interview method of data collection and tool 

used for the same is an Unstructured Interview Schedule. 

The rest of the chapter is organized as follows. The second section gives a bird eye 

view of the concept of venture capital and venture capital financing. The third chapter 

deals with the empirical analysis performed. The last section concludes the study. 
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2. Theory 

Venture capital is an important source of funding for startup and other companies 

that have a limited operating history and don’t have access to capital markets. A 

venture capital firm typically looks for new and small businesses with a perceived 

long term growth potential that will result in a large pay out for investors. The typical 

venture capital investment occurs after the seed funding round and growth funding 

round (also referred as series A round) in the interest of generating a return through an 

eventual realization event, such as an IPO or trade sale of the company. 

 

Venture capitalists invest in a firm expecting capital appreciation at the end and not 

aim for regular returns in the form of interest/dividend income as such. When venture 

capitalists invest in a business, they typically require a seat on the company’s board of 

directors.They tend to take a monitory share in the company and usually do not take 

day-to-day control. Rather, professional venture capitalist act as mentors and aim to 

provide support and advice on a range of management activities, sales and technical 

issues to assist the company to develop its full potential. Venture capital is also 

associated with job creation, (accounting for 21%of US GDP),the knowledge 

economy, and used as a proxy measure of innovation. 

 

A venture capital fund refers to a pooled investment vehicle (often an LP or LLC), 

that primarily invests the financial capital of third party investors in enterprises that 

are too risky for the standard capital markets or bank loans.  

 

Venture capitalist is a person or investment firm that makes venture investments, 

and these venture capitalists are expected to bring managerial and technical expertise 

as well as capital to their investments. 

 

Venture Projects/ Proposals come to the venture capitalists in the form of business 

plans. They appraises the same, giving due regard to the credentials of the founders, 

nature of the product or service to be developed, the market to be served and 

financing required. If satisfied, they will invest their own money in the equity shares 

of the new company, known as the Assisted Company. 

Venture capitalist not only provides funds but also operational advices. In short, they 

identify themselves with the project as much as the innovator-promoter and as such 

works hard to accomplish ambitious targets and consequent higher appreciation of 

their capital. 

 

 

3. Empirical Analysis 

Part A: Case Study 

Study of Venture Capital Firms and their beneficiary firms: In this part, we 

studied 3 venture capital firms in depth namely: Kerala Venture Capital Fund 

(KVCF), SIDBI Venture Capital Limited (SVCL) and New Silk Route.  We also 

study 4 beneficiary firms that were funded by the above VC firms.  
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Table 3.1. Sample design 

 

 VENTURE CAPITALISTS 

FIRMS 

FUNDED BY 

RESPECTIVE 

VENTURE 

CAPITALISTS 

Kerala Venture 

Capital Fund 

(KVCF), 

SIDBI Venture 

Capital Limited 

(SVCL) 

New Silk Route 

1.Kalki 

Communication 

Technologies 

Limited 

1.iSmart Business 

Solutions Private 

Limited 

1.Waybeo 

Technology Solutions 

Pvt Ltd 

2.Symphony TV and 

Entertainment 

Pvt.Ltd. 

  

The detailed case by case results of each of the firm is given below. 

 

 

1.1. Kerala Venture Capital Fund (KVCF) 

ABOUT THE COMPANY 
The Information Technology Policy of the Government of Kerala, declared in May 

1998 had envisaged the establishment of a Venture Capital Fund, with a view to 

encourage the development of IT- based enterprises in the state, especially those 

involving high technology and innovation. In line with this, a Rs. 20 crores, 10 year, 

close-ended venture capital fund was conceptualized by the Kerala State Industrial 

Development Corporation Ltd. (KSIDC), Kerala Financial Corporation (KFC) and 

Small Industries Development Bank of India(SIDBI) contributing to it.   

 

KVCF is dedicated to investing in enterprises in high technology sectors, 

in enterprises/ industries with significant prospects for growth & profitability such as 

Information Technology, Biotechnology, Tourism etc. The investment would 

primarily be within the State of Kerala with a special emphasis on sectors as above, in 

which the State has competitive advantages.  

The life of the fund was envisaged to be 10 years, with an option to extend it by 

another two more years. The Fund was formally launched by Hon. Chief Minister of 

Kerala in August 2001.  

Kerala State Industrial Development Corporation Ltd & Kerala Finance Corporation 

authorized a Trust bearing the name “Kerala Venture Capital Fund”. The Trust was 

formed on 24th March 2000. The Small Industries Development Bank of India, 

subsequently became a contributor to the Trust vide a “Contributories and 

Beneficiaries Agreement” entered on 28th June 2000. As per the above cited 

agreement, the initial agreed contributions of the Contributories were as follows: 

(Rs.in lakhs) 

 SIDBI   1000 

 KSIDC  500 

            KFC                          500 
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As per the Trust Deed, the Fund follows a three tier structure, i.e., the Venture Capital 

Fund,  a Trust registered under Indian Trust Act, Kerala Venture Capital Trustee 

Private Limited (Trustee Company) and Kerala Venture Capital Fund Private Limited 

(Asset Management Company). The Fund Corpus is with the Trust, since Trust has no 

office of operation, the Trustee Company looks after the investment of the Trust. The 

Asset Management Company is the operational arm of the Fund which solicits deals, 

monitor portfolio and execute exit plans. The Investment Committee, an independent 

professional committee, constituted by the AMC in terms of the Trust Deed, evaluates 

proposals structured by AMC and recommend to the Trustee Company for investment 

by the Fund.  

As many as 176 proposals were received by KVCF from its inception, out of which 

cases worthy of pursuing further were found to be only about 43. From these cases, 17 

proposals were finally approved by the Investment Committee.  

 

ATTRIBUTES LOOKED IN BEFORE A DEAL BY KVCF 

The attributes looked in by KVCF before a deal is the following: 

 Innovative concept with good prospects i.e. what is the idea? 

 Entrepreneur and his credentials 

 Team quality 

 Protection of entry barriers 

 Focused development strategies 

 Characteristics of potential Entrepreneurs 

 

PROCEDURE FOLLOWED BY KVCF WHILE FINALISING A DEAL 

The investment will largely be in the form of equity or quasi equity/convertible 

instruments depending on the risk/return perception and the requirement of the 

investee entrepreneur. The investment will normally be for a period not exceeding 

five years. Various modes of exit by KVCF will be discussed at the time of 

investment. Usually Buy-back / Strategic Sales / IPO are adopted.  

After the identification of the Client through incubators and forums or otherwise, the 

Board of Directors of KVCF goes through the following procedures: 

1. First of all, the Client need to submit a proposal to the KVCF 

2. Then a team of KVCF will examine the proposal. The team consists of a 

combination of  in house specialists and external specialists 

3. The examined proposal goes to the Investment Committee consisting of 

professionals for further examination and recommendation 

4. Finally, the proposal along with the reports of the other two procedures will be 

examined by the Board of Directors. If they are satisfied, the Project gets 

accepted. 

 

TERMS AND CONDITIONS OF KVCF 
(a) Expected return:-They expect a return of over 25 percent in 5 years (through 

dividends) along with an opportunity for exit(capital gains) 
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(b) Investment Size: -KVCF may invest 24 percent to 49 percent of the total 

capital of the beneficiary. They mostly prefer a 26 percent stake of the total 

share. 

(c) Form of Investment:-The investment will largely be in the form of equity or 

quasi equity/convertible instruments 

 

 

CONTROL AND MANAGEMENT BY KVCF 

KVCF may have high involvement in the investee’s business through: 

 Giving financial assistance 

 Helping in Human Resource Management (HRM) 

 Helping in selection of Top level management 

 Board level participation through periodic (quarterly) review 

 The promoters as well as the company is governed and controlled by KVCF 

through appropriate provisions contained in the Subscription cum 

Shareholders’ Agreement.  

 KVCF also exercise Board level control on all major Board decisions. Control 

is exercised through special provisions in the Memorandum of Association 

and Articles of Association. 

 

MEASURES ADOPTED BY KVCF TO PERIODICALLY MONITOR 

PERFORMANCE OF BENEFIACIRY CONCERNS 

KVCF periodically monitors:- 

 Earnings Per Share (EPS) or net profit [cash surplus] 

 sales growth 

 business prospects 

 

EXIT PLANS 

KVCF usually have 3 to 5 years of exit plans. They may exit from the business of the 

beneficiary whenever they want, after the exit period or may continue if they wish. 

The exit may be done through the following modes: 

 An Initial Public Offer (IPO) 

 Buy back of shares by promoters 

 Sale of stake to interested or intending buyers, generally arranged by 

promoters themselves. 

 

If the beneficiary is at a loss, they may be asked to wind up the business and company 

and the investee may be relieved from pay back of the investment. 

 

PROJECTS FUNDED BY KVCF 

1) InvisInfotech Private Ltd: InvisInfotechis promoted by Invis Multimedia 

Pvt. Ltd., the producers of the popular CD titled KERALA: THE GREEN 

SYMPHONY (GS), an interactive CD on State of Kerala has become 

an effective tool for education, business, tourism and cultural documentation 
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of the state and it has been funded by Kerala Venture Capital Fund by 

participating in the share capital of the company. Organizations such 

as Department of Tourism, Govt. of Kerala have been using GS as a major 

promotional aid for tourism in the State. It is also the official CD-ROM of the 

department. 

2) UshusTechnologies: It is a software company whose 

division operates out of Techno Park, Thiruvananthapuram. 

3) EcommIT Labs Pvt Ltd:EcommIT Labs is a software product development 

company based out of Kochi. 

4) Xylon Technologies Pvt Ltd.:It is a software product company based in 

Kochi. 

5) vFortress Network: It is a Kochi-based company engaged in delivery of 

Secure Socket Layer (SSL) based Seamless Private Application Network 

(SPAN)  that enables secure access of applications running on wide variety of 

platforms and conforming to all architectures.  

6) Symphony TV and Entertainment Pvt Ltd. (Symphony TV):- Symphony 

TV has been conceived as a one-step television production house for content 

creation.  

7) KALKI: Kalki Communication Technologies Limited (Kalkitech) 

headquartered in Bangalore, India is a technology based Company providing 

products, services and solutions in the integrated domains of Control, 

Communications and Computing for Energy Industry. Over the years, 

Kalkitech has grown to be the preferred control and communication solution 

providers for the Fortune 500 Energy and Automation OEM's. Kalki has been 

the most satisfactory Company for KVCF as it had a specific solution for 

electrics and the venture has been successful. 

 

PRESENT POSITION OF KVCF 

Existing fund got dissolved in March 2010, after its 10 year long life. On request, 

Government of Kerala, has accorded permission to KVCF for conversion of existing 

corpus of Rs.20 crores to a General Fund and also to set up a separate General Fund 

of Rs.100 crores jointly by KVCF with Kerala based banks/institutions/private 

contributors; and a strategic alliance or takeover of KVCF by offering controlling 

interest in the AMC to any group through transparent procedure subject to approval of 

the existing contributors, i.e. SIDBI, KSIDC and KFC. 

 

The Board of KVCF after analyzing various factors had decided that the new venture 

fund may be formed as a separate entity and the existing Fund which will conclude its 

tenure by March 2010 to be dissolved. It was also decided that the Asset Management 

Company (KVCF P Ltd) and Trustee Company (KVCT P Ltd) also to apply to 

Registrar of Companies for winding up of its business. Further it was decided that the 

KSIDC shall take appropriate steps to float the new fund in consultation with 

prospective contributories including KFC & SIDBI. 
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NEW FUND 

KSIDC had discussions with a number of AMCs and venture capital/private equity 

funds on floating of New Venture Fund. Based on the discussions, it is felt that a 

general purpose Venture Capital/Equity Fund of approximately Rs.100 to 300 crores 

with focus on investment in Kerala could be an economically feasible proposition. 

The investment cycle of fund could be 4-5 years with another 3-4 years for a 

profitable exit. A number of financial institutions, banks, SIDBI, IFC and Non 

Resident Keralites are expected to be participating in the fund. The fund should be 

professionally managed by an independent reputed Asset Management Company. The 

fund should focus on upper end of venture funding and lower end of private equity. 

KSIDC invited proposals from a number of consultants for conducting the feasibility 

analysis of floating such a fund, selection of fund managers, identification of the 

investors and flotation of fund. Based on financial bid, CRISIL was selected as the 

Consultant to prepare the Feasibility Report and assist in floating the fund including 

the selection of Asset Manager and Merchant Banker. Since the permission was 

originally granted by the Government to KVCF, Board of KSIDC had suggested that 

KVCF to take preliminary steps with regard to floating of new fund due to 

administrative reasons. 

CRISIL had submitted their Feasibility Report and established that there is enough 

scope to float such a fund in Kerala which will encourage the Entrepreneurship in 

Kerala. Based on the revolutionary step taken by Kerala govt.to launch the first ever 

interest-free Islamic banking institution in India, Al-Baraka, the Islamic Bank is 

promoted by Kerala State Industrial Development Corporation (KSIDC) and KVCF 

will have 11 percent stake in it. Al –Baraka is proposed to work as an interest free 

banking system in which a sharia board will account the power to decide on the mode 

of investments. The company will invest the money only in Sharia compliant projects 

such as development and infrastructure projects, according to the promoters. The 

government plans to use the Al-Baraka resources for major projects like Southwest 

rail corridor and Coimbatore-Kochi corridor. 

New fund is however, still in its talking stage. It is proposed that the fund will be 

mostly managed privately and will be in Public-Private Partnership. All limitations of 

previous fund will be corrected here i.e., since original KVCF was floated by SIDBI, 

it aimed only at small and medium enterprises. So issues of fund size, geographical 

limitations, Government interferences etc. will be overcome. 

 

3.1.1.Kalki Communication Technologies  

ABOUT THE COMPANY 
Kalki Communication Technologies is an Indian public limited company 

headquartered in Bangalore India. Kalkitech provides communication and computing 

products & solutions for the Energy industry. It is empaneled by Power Finance 

Corporation India, for providing consultancy service to the state power distribution 

utilities. It has offices in India, U.S.A and U.A.E. Kalki Communication Technologies 

Limited (Kalkitech) was founded in the year 1998, headquartered in Bangalore, India. 

It has a well-established branch in Alluva, Kochi 

 

http://en.wikipedia.org/wiki/Power_Finance_Corporation
http://en.wikipedia.org/wiki/Power_Finance_Corporation
http://en.wikipedia.org/wiki/India
http://en.wikipedia.org/wiki/U.S.A
http://en.wikipedia.org/wiki/U.A.E.
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OFFERINGS OF KALKITECH 

Kalkitech is a technology based company providing products, services and solutions 

in the integrated domains of Control, Communications and Computing for energy 

industry. We enable the industry to achieve seamless connection of their field, 

automation and enterprise systems on standards based protocols & interfaces and 

optimize their operational systems at the field, automation, advanced control, 

monitoring and enterprise level.  

 
Figure 1. Offerings of Kalkitech 

Source: Kalkitech Website 

 

 

KALKITECH SERVICES 

Kalkitech Services consists of Consulting Services, Engineering Services, Integration 

Services and Software Services. Kalkitech has extensive reference base and 

experience in working with the Energy and Utilities OEM's, System Integrators and 

end customers globally. 

 

MILESTONES OF KALKITECH 

1. Kalkitech's R&D center is accredited by Department of Scientific and 

Industrial Research as an in- house R&D facility.  

2. Kalkitech won the 2009 India Power Award for its Phasor Data Concentrator 

Product 
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KALKI AND KVCF 

KalkiTech received equity funding of 4.8% of paid up capital and KVCF have no 

controlling stake in them. Basically funding in Kalki was in the form of expansion 

capital by KVCF. 

 

Kalki chose KVCF as Kalki’s Cochin Development Centre was floated by KSIDC, 

who had in turn, recommended KVCF to them for getting venture funding. 

TERMS AND CONDITIONS IN MOU 

1. Period of investment:- The period of equity funding in Kalki is 1 to 5 years 

2. Exit mechanism: -KVCF has agreed to exit from Kalki after five years through 

IPO or MBO or MBI as the case may be. KVCF has not yet exited from Kalki 

as on October, 2011. 

3. Due diligence: - KVCF conducted financial and legal diligence with the help 

of third party audit firms. 

4. Return: - KVCF expects a return from equity at time of exit alone, on sale of 

their stake. 

 

CONTROL AND MANAGEMENT MEASURES ADOPTED BY KVCF IN 

KALKI 

KVCF controls and manages the affairs and measures the performance of KALKI 

through the following modes: 

 1)  Board level over sight 

 2)  Mandatory disclosures 

 3)  They also have a say on all exit and share related issues. 

  

Quarterly board level operational review is held to measure the performance for each 

quarter. Business growth, sales, operational efficiency, sales etc. for each period is 

reviewed. 

 

KALKI however opined that they received no other benefits apart from finance from 

KVCF. They did not get any non- monetary assistance from KVCF. 

 

 

3.1.2. SYMPHONY TV AND ENTERTAINMENT PVT LTD. 

ABOUT THE COMPANY: 

Symphony TV has been conceived as a one-step television production house for 

content creation. The main promoter of the company, V. Krishna Kumar, has over 3 

decades of technical & managerial experience, of which over a decade has been in 

senior positions in the television industry in Kerala. The scope of activities of the 

company includes conceptualization, production and marketing of high- quality and 

viewer-centric television programs for regional and national channels, broadband 

operators, advertisers etc. 

During 2005, Symphony has also signed a Total Consultancy Contract for setting up a 

new Malayalam channel JAI HIND TV promoted by BBNL (Bharat Broadcasting-

Network-Ltd.) The project was completed on schedule on June 2005 when the first 



Venture Capitalism -The Road Ahead 11 
 

 
 

programme viz. Melody was telecast in Surya TV. The company has, ever since, been 

able to telecast programmes in leading Malayalam channels.  

The company’s project also envisages: 

a.  Creating and producing high quality television programmes viz.: 

 Entertainment (Music, Comedy, Serials etc.)  

 Current Affairs and Media Related  

 Infotainment  

b.  Event Management 

c.  Marketing of programmes and events to TV channels 

d.  Distribution of programmes developed by it through production and 

marketing/sale of audio & video CDs/Cassettes. 

e.  BPO and Back Office services to national and international channels (like 

Discovery, Natural Geographies etc.) 

f.  Providing technical, marketing, programming or total consultancy services for 

television projects on turnkey basis.  

 

The company has also instituted Symphony Lifetime Achievement Award to be 

awarded every year on its anniversary day. The first of this award was presented to 

the poet laureate P. Bhaskaran by the Hon’ble Chief Minister of Kerala. 

 

MISSION STATEMENT 
Symphony has a vision and a mission. The vision is to create programmes that excel 

as classy creations. And the mission is to be a truly professional, daring, dynamic, 

profitable and rewarding organization to all stakeholders and dedicated viewers. 

 

MILESTONES OF SYMPHONY TV 

 Government of Kerala Media Accreditation 

 6 Awards in 4 years including Kerala State Television Award 

 Direct Order from Government of India (MOIA) 

 Contract with E-Vision, U.A.E 

 Symphony Lifetime Achievement Award with Stage Shows 

 900 Episodes Telecast in 4 ½ years 

 Melody Completes 250 Episodes in Surya TV 

 Established Symphony Music Clubs 

 Soorya Festival Exclusive Telecast in Asianet – Fifth year uninterruptedly 

 Tie up with GKSF – Grand Kerala Shopping Festival of Govt. of Kerala  

 Agreement with Doordarshan being signed 

 Successful Third season of Rangoli All Kerala Intercollegiate Team 

Competition getting ready. 

 Successful completion of the First Consultancy contract with Jai Hind TV 
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KVCF AND SYMPHONY TV 

KVCF basically provided equity shares worth Rs 40 lakhs, thus holding 40% stake in 

the concern. The period of investment in Symphony TV by KVCF was basically 5 

years with an exit mechanism to buy back the shares with premium. 

 

SELECTION PROCEDUREUNDERGONE BY SYMPHONY TV 
As part as selection criteria they too followed the simple usual procedure which is: 

 Filing of application. 

 Giving a presentation. 

 Getting the company registered. 

 Availing the fund 

 

OTHER ASPECTS OF THE DEAL 

 KVCF as part of its control and management had appointed a govt. nominee 

as a member in the Board of Directors for rendering advisory services. Apart 

from that, they have no role in the day to day affaires of the concern. 

 KVCF conducts quarterly periodic review and also checks the overall 

operational performance of the concern during board meeting. 

 Apart from finance,no other facilities like marketing, HR etc. were rendered 

by KVCF. 

 

PRESENT POSITION OF SYMPHONYTV 
KVCF has exited from Symphony TV in the prescribed manner (i.e. Symphony TV 

bought back KVCF’s stake at premium) and the bought back stake of Rs.40 lakhs is 

held by KSIDC (25 LAKHS) and remaining is issued as IPO (15 LAKHS). 

They have bank credit facilities also. The company has been declaring dividend for 

the past two years. 

 

 

1.2. SIDBI VENTURE CAPITAL LIMITED (SVCL) 

ABOUT THE COMPANY 

SIDBI Venture Capital Limited (SVCL) is a wholly owned subsidiary of SIDBI, 

incorporated in July 1999. It is utilized for direct investment in small scale units and 

contribution to Venture Capital Funds for onward lending to/investment in small scale 

units. It has promoted 15 State / All India Level Venture Funds. 10 Funds are IT 

dedicated and the balance 5 is General Funds. SIDBI has so far made an aggregate 

commitment of Rs.1.5 billion. Further, SIDBI has also taken the initiative in setting 

up of two Innovation and Incubation Centers in Indian Institute of Technology, 

Kanpur and Birla Institute of Technology, Mesra.  

 

GENERAL INVESTMENT CRITERIA OF SVCL 

Key requirements for the project selection are: 

 A strong management team which has commitment, demonstrated track record 

and a high degree of integrity  

 Long term competitive advantage  
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 Potential for above average profitability leading to attractive returns on 

investments  

 Subscription to equity/ equity type instruments  

 Unlisted companies preferably in small scale  

 Exit should be established 

 

PROJECT EVALUATION PROCESS FOLLOWED BY SVCL 
The Process of evaluation of the proposal involves scrutiny of a business plan, 

detailed due diligence including visit to existing facilities/ operation site, reference 

check, feedback form clients etc. All proposals are reviewed by an Investment 

Committee (IC) which also involves a presentation by the promoters. On an average, 

it should be possible to complete the full cycle of processing of the proposal including 

due diligence, sanction, documentation etc. between 6 – 8 weeks. However it is 

difficult to specify time frames as it depends on a number of factors including the 

availability of information with the promoters and the speed with which additional 

information is furnished. 

 

OTHER ASPECTS OF A DEAL: 
1. STAGES OF INVESTMENT: SVCL is focusing on all stages on investment. 

The Company at the time of investment should be unlisted.  

2. INSTRUMENTS OF FINANCE BY WHICH VC INVESTMENT IS MADE: 

Investment is made by way of equity and equity type instruments 

3. RETURN AND EXIT MECHANISM: The Company should have high growth 

potential so that it can scale up sufficiently to make an IPO within 3 - 5 years 

of investment.  

 

CONTROL /OWNERSHIP IN A COMPANY 

Financial structuring is done on a case to case basis keeping in view factors like risk 

perception, growth potential, equity base and market condition. SVCL also co-invests 

with other VC funds. SVCL does not take a majority stake in a Company. SVCL acts 

as a partner in its investee companies and insists on a Board seat. The Board seat is 

primarily to ensure transparency of operation and facilitating monitoring.  

 

NATURE OF FIRMS SVCL INVESTS IN 

They invest in companies engaged in wide range of growth sectors, such as life 

sciences, retailing, light engineering, food processing, information technology, 

infrastructure related services, healthcare, logistics and distribution, etc. with focus on 

SME units.  

 

OTHER BENEFITS RENDERED BY SVCL 

 Help the entrepreneur to manage his business more effectively and achieve 

rapid growth in internationally competitive environment 

 Use SIDBI’s close functional linkages with domestic and international venture 

capital funds/ companies, Govt. agencies, financial institutions, commercial 

banks, foreign institutional investors, merchant bankers, consultancy agencies, 
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management institutes, R&D organizations, software technology parks etc. to 

provide strategic support to assisted companies of this fund 

 Provide Indian Small enterprises not only with fund support but also 

information and market access 

 Technology networking and hand holding required to add value to assisted 

units so as to enable them to become global companies and aim at future 

listing on the NASDAQ and other foreign stock exchanges 

 

CURRENT FUNDS MANAGED BY SVCL 

1) (NFSIT)National Venture Fund for Software and IT Industry: 

National Venture Fund for Software and Information Technology Industry (NFSIT) 

has been set up by Small Industries Development Bank of India (SIDBI) in 

association with Ministry of Information Technology (MIT), Govt. of India during 

1999-2000. It is a close ended 10 year fund with a corpus of Rs. 1 billion. SIDBI, 

Ministry of Information Technology (MIT), Govt. Of India and IDBI are the initial 

contributors to the fund. The focus of the fund primarily is on small scale units in the 

growing IT industry and related businesses such as networking, multimedia, data 

communication and value added telecommunication services. The fund is presently in 

the divestment stage. 

 

2) SME Growth Fund (SGF): 

SIDBI Venture Capital Ltd. has set up SME GROWTH FUND. The fund has a 

targeted corpus of Rs.500 crores with a life of 8 years.  

SME GROWTH FUND is registered with Securities and Exchange Board of India 

(SEBI) as a Venture Capital Fund and has been structured as a unit scheme to make 

primarily equity or equity-related investments in the growth oriented businesses 

having significant business activity in India. The Fund seeks to achieve attractive risk-

adjusted returns for its contributors through long-term capital appreciation.  

 

PROJECTS FUNDED BY SVCL 

1.  Compulink Systems Limited, Pune: It provides software products in the area 

of Professional Services Automation (PSA) and complementary productized 

services and consulting. 

2. E-Cube India Solutions Limited, Baroda: They provide Smart Card 

solutions 

3.  IndiaIdeas.com Limited, Mumbai: It provides integrated Electronic Bill 

Presentment and Payment (EBPP) Service in India. 

4.  KMG Infotech Limited, Bangalore: It is a software development company, 

which provides IT solutions using IBM, Java and Microsoft technologies. The 

Company provides software development and maintenance solutions to large 

and medium sized insurance, banking, financial services, and healthcare and 

government organizations. 

5. i-Smart Business Solutions: It is Cochin based Software Company, which is 

the sole portfolio investment of SVCL in Kerala. 

 

http://www.sidbi.in/
http://www.sidbi.in/
http://www.mit.gov.in/
http://www.idbi.com/
http://newwebsite.compulinkgroup.com/
http://www.e3india.com/
http://www.billdesk.com/
http://www.kmgin.com/KMGnew/Main/index.asp
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3.2.1. iSMART BUSINESS SOLUTIONS PRIVATE LIMITED 

ABOUT THE COMPANY 
It is a forerunner and world’s leading provider of plantation management and IT 

solutions with its primary focus on agri-business. Charged by determination and 

fueled by domain knowledge from years of experience in the plantation industry, 

IBSPL set out to start a revolution – a green revolution with its end-to-end solution 

that made the entire business process far simpler, more profitable and seamlessly 

integrated. The Company has built for itself a global reputation of quality, 

dependability and profitability.  

 

iSmart Business Solutions Private Limited, is a well-established multinational 

organization with offices in several international locations. Headquartered at CSEZ 

(Cochin Special Economic Zone) Kochi, India, the Company commenced operations 

in 1987 and today has over 2000 man-years of experience in software development 

with over 700 installations in 14 countries making it a world leader in Agri-business 

software. iSmart employs over 250 top IT experts who are supported by professionals 

with rich experience in all aspects of plantation management. 

iSmart Business Solutions Pvt. Ltd (IBSPL) is having around 110 Man-Years of 

Planters’ experience readily available in the Company and a live run in more than 700 

estates/farms of 145 clients including Multi-National Corporations in 14 countries. 

 

VISION  
To become the world leader in providing value added solutions for Agri-business.  

To provide agri-business with end-to-end solutions that would make the entire 

agricultural process far simpler, more profitable and seamlessly integrated, the 

Company has built for itself a global reputation of quality, dependability and 

profitability.  

 

MILESTONES: 

 First and only software product in India to receive a 'Designed for Microsoft 

BackOffice Logo'. 

 Won the Microsoft Fusion Award for 'Business Solution of the Year 2000', 

Asia Pacific Region. 

 HARVEST it ™ was awarded the Microsoft 'Small Business Solution of the 

Year 2001' awards for Asia and South Pacific region. 

 Team strength grows to 200 people worldwide and has more than 75 clients. It 

successfully completed implementation of its Plantation products at more than 

300 sites in over 10 countries. 

 Research & Development center in Bangalore set-up. 

 Certified as Microsoft Gold Partner 

 Certified ISO 9001:2000 by TUV Sud 

 Launch of HARVEST plus at New Delhi in the presence of Dr. A.P.J. Kalam, 

former President of India 
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INVESTORS 

The shares of iSmart Business Solutions Private Limited are held by a few private 

Companies in India and Venture Funds like SVCL. 

 

IBSPL AND SVCL 

iSmart Business Solutions Private Limited (IBSPL) was promoted by SIDBI Venture 

Capital Limited(SVCL) who have an equity stake of less than 49% in them. 

 

TERMS AND CONDITIONS OF THE DEAL 

1. Control and management :- SVCL acts as a partner with board seat in IBSPL. 

2. Periodic review: - Quarterly review is done by SVCL to ensure proper 

governance and growth of IBSPL. Various aspects like business, sales, 

profitability and overall operational efficiency for the period is adjudged. 

3. Exit mechanism: -SVCL had agreed to exit after 3-5 years via IPO and SVCL 

has exited as on date from IBPSL. 

4. Other benefits: -SVCL has also helped in marketing, HRM, and networking 

activities of IBSPL. 

 

 

PRESENT POSITION OF IBSPL 

 As on date, the company has received orders worth Rs.5 crores. 

 Company had a turnover of Rs.9 crores in 2010, which got reduced to Rs.6 

crores in 2011 due to global economic crisis. 

 IBSPL had also availed credit facility from IndusInd bank and SBI. 

 SIDBI closed the working capital, term loan & Overdraft facility earlier 

extended to IBSPL as on date. 

 

1.3. New Silk Route (NSR) 

ABOUT THE COMPANY 
New Silk Route (NSR) is a growth capital firm focused on investing in private 

companies in the Indian sub-continent and other rapidly growing economies of 

Emerging Asia. New Silk Route is a leading Asia-focused growth capital firm 

founded in 2006 with $1.4 billion under management, focused on the Indian 

subcontinent, as well as other rapidly growing economies in Asia and the Middle 

East. The firm is led by its leadership team each of whom has a track record of 

building and leading global organizations. 

They have a strong and experienced team of investment professionals with deep 

relationships in a variety of sectors. Their geographical focus also leverages strong 

and historical cultural links that bind a region to find growth opportunities in several 

lucrative markets in Asia and the Middle East. They seek to utilize our domain 

expertise and leverage our broad network of relationships to create value and 

contribute substantially to the future growth and success portfolio companies. 

The credentials of New Silk Route's Founding Partners and its strategy to create a 

unique Asia-focused investment platform received strong support from the investment 

community. Fundraising for our first fund - New Silk Route PE Asia Fund LP - 
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completed quickly and received commitments of US$1.4 billion from a blue chip 

roster of Limited Partners. 

New Silk Route invests across rapidly-emerging economies in Asia and the Middle 

East, in rapidly growing or transforming sectors, and across the life-cycle of 

companies. The firm follows both a top-down approach focusing on macroeconomic 

investment themes, and bottom-up analysis which focus on evaluating potential 

portfolio companies based on their competitive position, track records, management 

teams and ability to execute a business plan and growth strategy. Strategic and 

financial advice regarding growth options and introduction to compelling M&A 

targets through the partners’ network 

 

PORTFOLIO OF NSR 
1.  9X Media Pvt. Ltd.: 9X Media Pvt. Ltd. (formerly INX Media Pvt. Ltd.), is a 

television broadcasting company operating 9XM, India’s leading Hindi music 

channel headquartered in Mumbai, India. Investment was made in 2007. 

2. Amonix Inc.: NSR invested in Amonix in 2010, as part of an emerging 

alternative energy platform strategy for India. Amonix Inc., is a leading designer 

and manufacturer of concentrated photovoltaic (CPV) solar power systems and 

its Company HQ is at Seal Beach, CA, USA 

3. Ascend Telecom Infrastructure Private Limited: Ascend Telecom 

Infrastructure Private Limited (formerly Aster Infrastructure (P) Ltd ), 

incorporated in the year 2002, is a leading independent owner and provider of 

world class passive telecom infrastructure on a shared, multi tenancy basis for 

the mobile services and wireless sector in India and its Company HQ is at 

Secunderabad, India. The year of investment by NSR was 2007. 

4. Beacon house School System: Beacon house School System ("Beacon house", 

also known as Educational Services Pvt. Ltd.) is one of the world’s largest 

primary and secondary education (K-12) chains, with over 180,000 students 

with Company HQ at Lahore, Pakistan & London, UK and the year of 

investment was 2008. 

5. Coffee Day Resorts Pvt. Ltd. Coffee Day Resorts Private Limited ("CDRPL") 

is a privately held company of the Cafe Coffee Day group (CCD). Cafe Coffee 

Day is the most successful example of organized food retail in India and the 

largest coffee retailing player in Asia. The CCD group has several other 

businesses in the consumer and infrastructure sectors with Company HQ at 

Bengaluru, India and the year of investment was 2010. 

6.  Nectar Lifesciences Ltd.: Nectar Lifesciences Ltd. (“NecLife”), is a specialized 

generic pharmaceutical manufacturer and a global leader in supplying APIs 

(Active Pharmaceutical Ingredients) for sterile injectable and oral 

Cephalosporin, an important class of antibiotics with Company HQ at 

Chandigarh., India and year of investment was 2010. 

 

NATURE OF NSR’s INVESTMENTS 

NSR basically provide growth capital in form of equity and holds a maximum of 25% 

stake in beneficiary concern 
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SELECTION CRITERIA ADOPTED BY NSR 

NSR looks for the following while evaluating a proposal: 

 Good management 

 Strong, scalable business 

 Opportunity for growth as an industry 

 Deal must protect interest as  a stakeholder 

 Deal should have a competitive exit mechanism 

 

DUE DILIGENCE PROCESS ADOPTED BY NSR 
They perform Accounting DD, legal DD, and commercial DD before selecting a 

proposal. 

 

TERMSAND CONDITIONS IN MoU 
Usually, the following aspects are discussed in detail in the term sheet between 

beneficiary concern and NSR: 

• Amount of investment 

• Stake valuation 

• Exit mechanism 

• Performance and diligence rights 

 

EXIT MECHANISM 
Usually, the period of investment is maximum 3 to 5 years after which they exit from 

the concern. The usual exit modes adopted in the order of preference is given below: 

1. IPO,  

2. Strategic sale, 

3. MBO and  

4. MBI. 

 

They rarely hold controlling stake in the beneficiary concern and expect a 25-30% 

return on their investments. 

As on date, they have funded 15 firms and have exited from none of them. 

 

CONTROL AND MANAGEMENT BY NSR  

NSR controls and manages the affairs of the beneficiary concern by having a BOD 

seat and committee membership. They have veto right and all basic rights of a 

shareholder. 

 

PERIODIC REVIEW BY NSR 

They conduct monthly/quarterly periodic review for overall operational performance 

in a beneficiary concern. 

 

OTHER FACILITIES RENDERED BY NSR 

NSR renders the following non-monetary benefits to its beneficiary concerns for 

optimizing their investments: 

 Strategy formation 
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 Recruitment 

 Marketing 

 Corporate governance 

 

 

3.3.1 Waybeo Technology Solutions Pvt Ltd 

ABOUT WAYBEO 

An IT services and consulting company incepted in 2009, Waybeo offers business-

impacting solutions and products for wireless / communications and healthcare 

industries. What makes them a distinct partner to work with is their focus on research. 

It helps to bring an in-depth understanding of industry issues to an engagement and 

craft solutions that address specific pain areas. It also enables to constantly hone 

competencies and adapt to changing business demands. 

Just like many technology corporations that have had humble origins, the Waybeo 

story began with a few youngsters and their dreams. It had all the right ingredients: a 

burning desire to push the boundaries of technological innovation, motivation to make 

a difference to society, resilience in the face of challenges and to create products of 

global standard. Guided by these, they set off on the road less travelled. The 

entrepreneurial zeal overcame the temptation of attractive pay-packages and 

impressive designations at global corporations. And soon the hard work and synergies 

began to translate into a company known for its customized solutions. In this process, 

they learnt the importance of co-creation. 

Today, this ideal guides their work which is focused on two verticals: wireless and 

healthcare. Lead by domain experts who bring a wealth of experience in these areas, 

they continue to believe in using technology to transform society. This motivates to 

deliver true value to customers – by creating the right solutions, and by walking the 

extra mile where needed to take a partnership to success. 

 

THE VISION 

“To be a pioneer in co-creating values to human lives through innovative technology 

solutions” 

 

THE MISSION 

Aim is to make Rs.100 crores of revenue and make life easy with easy to use 

technology by the year 2016. 

 

OFFERINGS 
a) Wireless Solutions Products 

 Bounzd– “Click to Call” 

 VozNova– Global Voice Broadcaster 

 IVoRy–IVR on cloud 

 Custom VOIP solutions 

 Customized IVR solutions 

 SIP Communicator customization solutions 

 Messaging solutions 
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b) Healthcare Solutions  

The healthcare industry constantly seeks to find new ways of providing better patient 

care, while reducing the cost of service. Hospitals and other health institutes, which 

are at the heart of this industry, shoulder the bulk of this challenge in being efficient 

without affecting profitability. This is where technology can make a critical difference 

– in bridging the gap between quality service and cost. 

At Waybeo, experts are focusing their energies on bringing innovative products to 

answer these challenges. These offerings are based on accurate insights gained 

through an in-depth understanding of industry trends and have been validated by 

intense research in our labs. Functionally-rich and technically robust, they create a 

positive impact on every day operations, and work to improve bottom lines. 

 

 
 

Figure 2. Organization Structure of Waybeo 

Source: Waybeo Website 

 

 

MENTORING 

They received mentoring benefits from the following experts: 

• IIM professors 

• NEST chief 

• London Angel Investors 

• Techno Park-Technology Business Incubators (T-TBI) 

 

WAYBEO AND VENTURE FUNDING 

 They have applied for VC funding from SEQUOA Capital, Indian Angel 

Networkand Mumbai angels, which is presently in the Term Sheet Stage. 

 They have also availed business incubation facilities from T-TBI. 

 They also received seed funding of Rs. 2.5 million from Central Govt. Dept. of 

Science & Technology and London Angel Investors 

 They are presently looking for Series A funding worth Rs. 4.5 crores 
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REASONS FOR CHOOSING SEQUOA CAPITAL AS THEIR FUND 

PROVIDER BY WAYBEO 

Waybeo is ready to face the aggressive filtering and selection procedure of this 

International VC Firm. They believe that working in a healthy stressful ambience, 

makes them professionals and experts in their field. Sequoa moreover offers good 

networking benefits and global exposure. They can get customized services and the 

goodwill of being funded by them itself is a testimony to Waybeo’s credentials. 

 

 

Part B: Venture Capital and State of Kerala-A reality check 

3.4.1 Why Venture Capital needs to be popular in Kerala 

Venture capital as an industry can find plethora of scope in a multi- talented state like 

Kerala. There is tremendous amount of potential for the industry due to the following 

factors: 

 Kerala –Haven for investors: This god’s own country with substantial 

potential in tourism, can boast of having the highest literacy rate in the 

country. It has the best health system and tops all other states in the Human 

Development Index score and is blessed with the highest population density. 

 Kerala contributes 3.7% to the Indian economy and also has the largest NRI 

remittances in the country. As per World Bank report of 2011, Kerala tops the 

list of remittances. i.e., 55 billion dollars. Recently (Sept.2011), in the Top 

Ten list of Gulf region’s Wealthiest Indians, compiled by the Arabian 

Business magazine, M.A Usafali stood as the second richest in Gulf. Other 

malayalees in the list were P.N.C Menon,Joy Alukkas, and Sunny Varkey. 

 As per the Investment Climate Index of World Bank, Jan 2009, Kerala stood 

as the state with the best investment climate. 

 Kerala has the 9th highest Annual Per Capita Income of Rs.30300, compared 

to the Indian average of Rs.26000. As per CRISIL’s estimate of future VC 

potential in Kerala for 2011, there is a potential of Rs.6384 crores of 

investment in Kerala. 

 Unemployment, under employment and a very low female participation rate 

are the chronic issues affecting Kerala. 

 Fundamentally, there are no pools of capital to finance risk ventures in Kerala. 

The traditional banking sector due to their low risk tolerance level limit the 

possibility of the coming up of ventures in Kerala. 

 Boom in technology coupled with the best infrastructure makes Kerala an 

ideal ground for new ventures. There is absolutely no dearth of innovation but 

limited platform for exposures stand as a block in the path of complete 

development of new ventures. 

 So there is a need for encouraging risk capital in Kerala which will widen the 

industrial base and promote growth of technology and open up new paths for 

this God’s own country. 
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3.4.2 FACTORS HINDERING GROWTH OF VC’S IN KERALA 

 Limited number of VC firms in Kerala: There is only one VCF in Kerala, 

which is KVCF, which is also a Govt., funded local firm. Certain beneficiaries 

(Kalki) said that even if they expected local expansion with KVCF’s help, the 

expectation was only partially fulfilled. 

 Issues of geographical/Sectoral preferences: Funds have sometimes, 

geographical and sectoral preferences, which limit their investment horizons. 

 Usually receive no other benefits apart from capital: Most of the beneficiaries 

claimed that they received only capital and no other kind of assistance from 

their VCF. 

 Issues of being a Govt. Venture: Sometimes VCFs hesitate to take decisions 

which can help in the further growth of the concern. (E.g. Kalki opined that 

when they were raising second round finance, KVCF didn’t accept the exit 

mechanism of the new investor, there by hindering Kalki’s growth options. All 

kinds of bureaucratic hassles and unreasonable time delay and irrational 

hesitations in decision making, creates issues. 

 Delay in taking decisions: Issues due to not taking financial decisions in a 

timely manner leads to time and cost overruns and even technological 

obsolescence. 

 VC firms are not accommodative: Sometimes when the concern is not able to 

produce results are projected, due to market issues, VCFs being totally 

concerned only about their returns creates problems. 

 Deal not supportive to entrepreneurs: The agreements entered are sometimes 

so much in favour of the VCF, that if they are not supportive, it will kill the 

concern. 

 Limited private investment as scared of Govt. conflict: When VC is a Govt. 

VC, like KVCF, private funds are afraid to invest in second round finance 

because they don’t want to have any conflict with the govt. in future. 

 Issues of most firms being family oriented- Indian culture being primarily 

family owned enterprises, promoters don’t want to exit after sometime and VC 

make money only on sale of company via IPO.MBOs are difficult and not 

attractive. So, if the promoters and investors don’t agree on flexible terms, 

VCs don’t get much return after assuming high risk. 

 Aggressive and tough attitude, scared of take over: Companies are scared to 

approach VCs because the control of VC, in reality, is very high, especially in 

management / terms & conditions agreed etc. 

 Issues of shorter investment period: VCs need huge growth story in 3-5 year 

time period. So only businesses that have the confidence of doing so will go 

for raising VC and the rest are happy with lower growth, limited pressure and 

meagre growth opportunities. 

 Tough filtering process leading to limited funding: Proposals that ultimately 

get funding are so disappointingly low. (E.g. KVCF received176 proposals, 43 

were found worthy and only 17 got ultimately approved .Of which many 

concerns didn’t avail the funds and from the ones that got accepted, only 6 

companies got final funding). 
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The reasons claimed were that the proposals were not unique and that ideas are 

repetitive (accounting package, technology based etc.), in which there are limited 

scope for anything new. Many proposals got cancelled during the due diligence 

process due to issues like: MoU terms were not complied with, unfavourable 

agreement with outsiders, proposals are not viable and there was substantial delay 

which can increase the cost. 

 Entrepreneurial culture in Kerala, not apt for VC funding: Many experts 

opined that entrepreneurial culture in Kerala is not desirable for VC funding. 

Because even though people have immense talent and skill, many are not 

ready to take up that risk and are not made up of the skills needed for VC. 

They are generally risk averse. 

 Issues seen while evaluating proposals: Usually, there is no transparency in 

reporting and issues in corporate governance or management are also seen 

while evaluating proposals. 

 Time consuming and costly process: Many beneficiaries opined that the 

procedure for getting VC funding is time consuming and tedious, usually 

taking up to 3 months for due diligence itself. 

 Future uncertain, so not that suitable for VC funding: VC firms sometimes 

don’t come forward to invest because future is uncertain and changes in the 

environment may give undesirable results. 

 Conflict of interest between firm and VC: VC’s techniques of funding are 

aggressive and mostly they try to safeguard their own interest. They 

sometimes might have own preferences also. 

 Lack of awareness among public: lack of awareness among public regarding 

such VCFs are one of the reasons for low proposals in KVCF. 

 Fear of takeover: Fear of takeover by VC prevents firms from approaching 

them for finance, as they don’t want to lose their identity. The same concern 

was voiced by many of the incubate concerns who didn’t take VC funding. 

 Costly demands kept forward by VC firms: Too costly demands are kept 

forward by a VC firm’s .Eg. InvisInfotech, one of the beneficiaries of KVCF, 

said that KVCF had asked them to get their accounts audited by an 

international audit firm (Price water & coopers) and to maintain their accounts 

as per US GAAP. This demand was too costly for them to afford. 

 Appoint expensive personnel: Personal preferences are shown sometimes in 

the appointment of officers, accountants etc. which may prove bad. They may 

even ask to make changes in the organizational structure, appoint expensive 

management consultants etc., and thereby interfere with firms organisational 

structure 

 Funding in lump sum only: VCFs might give funds sometimes in huge lump 

sum only (in billions), which may not be required always. 

 No skill in b -plan preparation/presentation: Lack of needed skills in the 

preparation of a b-plan, presentation of the same etc., reduce the chances of 

them getting VC funding. This may prove detrimental as they fail to convince 

the VCFs for a positive reply. 
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 May ask to present collateral security later: One of the beneficiaries, Invis 

Infotech, said that their VCF had asked them to present collateral security on a 

later stage, which was not demanded earlier. 

 Poor marketing by VC firms: Lack of proper marketing techniques by VCFs 

result in limited number of proposals coming to them. This it is one of the 

reasons for the abysmal number of proposals got by KVCF. 

 It is also difficult to project revenue stream for long term accurately, as future 

is uncertain. 

 Fear of failure of beneficiary firms: VCFs hesitate to fund because firms 

might fail on a later stage due to poor management, lack of proper vision, high 

competition, technological changes etc. 

 

 

3.4.3. SUGGESTIONS FOR IMPROVING THIS CONDITION 

 Develop VCFs in PP model and Govt. must take only a regulatory role. Let 

professionals run it. Then issues of a Govt. run VCFs like red tapism, poor 

marketing, undue time delays, conservative approach etc., will be overcomed. 

 Adopt a more scientific method of selecting proposals. 

 Set a convenient exit period such that it is not too short that pressurises them 

to give returns alone. A properly set exit time frame allows for productive use 

of the investment in the given time. 

 Make formalities simpler and friendlier. 

 Reduce time taken for due diligence to avoid issues of time- cost overruns and 

technological obsolescence. 

 Govt. must take steps to make people aware about projects like Kerala 

Sambhrambaka  Nidhi, SIDBI funding etc. Govt. had set apart a Rs. 100 

crores Kerala Sambhrambaka Nidhi, in the budget of 2009-10, but 

unfortunately, the proposed proposal is still in its paper stage. No follow up 

has been done from the part of the Govt. Similarly SIDBI is ready to invest 

upto Rs.3000 crores for venture. 

 Conduct investor meets, fairs, venture clubs, set up more incubators and need 

to advertise via academic conferences/seminars about the scope of VC 

funding. 

 More decentralization needs to be done make it accessible. (E.g. KVCF had 

only one branch in Cochin. Had it had a branch in other parts of the states, 

more people would have come to know about it). 

 Take steps to avoid clash of interest between industries and Government 

departments and all must work together to promote more ventures in Kerala. 

 Entrepreneurs need to think out of box. They can take help from schemes 

offered (example- in IIMs, they have a system of having a separate fund, by 

which people with business ideas are helped to develop and sell their ideas. 

This bridges gap between  good thinkers and good marketers) 

 Need to have more academic studies/research in this area. 

 Set up ED cells in college which helps to train young talents nurture into 

successful businessmen with all the needed skills and aptitude. 
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 Professional approach while idea conceptualizing is needed. This increases 

their chances of being selected and they also must have a good management 

team to avoid future failures. They must also develop a competent team and 

research dept. 

 Govt. need to encourage banks to come forward in this area by giving them 

incentives/concession 

 A proper financial structure avoid issues of dilution/takeover is needed. A 

proper debt equity mix (e.g. 3:1) can be used while financing a firm. 

 Steps to tap NRI and FII funds to this area need to be taken to broaden its 

scope and potential. 

 

 

CONCLUSION 
Venture capital firms typically source the majority of their funding from large 

investment institutions such as fund of funds, financial institutions, endowments, 

pension funds and banks. These institutions typically invest in a venture capital fund 

for a period of up to ten years.  

To compensate for the long term commitment and lack of both security and liquidity, 

investment institutions expect to receive very high returns on their investment. 

Therefore venture capitalists invest in either company with high growth potential 

where they are able to exit through either an IPO or a merger/acquisition. Although 

the venture capitalist may receive some return through dividends, their primary return 

on investment comes from capital gains when they eventually sell their shares in the 

company, typically between three to five years after the investment. 
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APPENDIX : 

 

1. LIST OF ABBREVIATIONS 
 AMC        ASSET MANAGEMENT COMPANY 

 APIDC     ANDHRA PRADESH INDUSTRIAL DEVELOPMENT CORPORATION   

 B- PLAN  BUSINESS PLAN 

 CBDT      CENTRAL BOARD OF DIRECT TAXES 

 CEO        CHIEF EXECUTIVE OFFICER 

 CRISIL   CREDIT RATING AND INFORMATION SERVICES OF INDIA LTD 

 DD           DUE DILIGENCE 

 EDC        ENTREPRENEURSHIP DEVELOPMENT CELL 

 FII           FOREIGN INSTITUTIONAL INVESTORS 

 GAAP      GENERALLY ACCEPTED ACCOUNTING PRINCIPLES 

 GVFL GUJARAT VENTURE FINANCE LTD.      

 HSBC      HONGKONG AND SHANGHAI BANKING CORPORATION LIMITED 

 ICICI       INDUSTRIAL CREDIT AND INVESTMENT CORPORTAION OF INDIA 

 IDBI         INDUSTRIAL DEVELOPMENT BANK OF INDIA 

 IFCI          INDUSTRIAL FINANCE CORPORTAION OF INDIA 

 IIM           INDIAN INSTITUTE OF MANAGEMENT 

 IPO           INITIAL PUBLIC OFFERING 

 KFC          KERALA FINANCIAL CORPORATION 

 KSIDC      KERALA STATE INDUSTRIAL DEVOPLMENT CORPORTAION 

 KVCF          KERALA VENTURE CAPITAL FUND 

 LLC             LIMITED LIABILITY COMPANY 

 LP                LIMITED PARTNERSHIP 

 MBI             MANAGEMENT BUY IN 

 MBO            MANAGEMENT BUY OUT 

 MOU            MEMORANDUM OF UNDERSTANDING 

 NASDAQ  NATIONAL ASSOCIATION OF SECURITIES DEALERS AUTOMATED   

                       QUOTATIONS 

 NDA             NON DISCLOSURE AGREEMENT 

 NRI              NON RESIDENT INDIAN 

 OTCEI         OVER THE COUNTER EXCHANGE OF INDIA 

 PPP               PRIVATE PUBLIC PARTNERSHIP 

 RBI               RESERVE BANK OF INDIA 

 SBI                STATE BANK OF INDIA 

 SEBI             SECURITIES AND EXCHANGE BOARD OF INDIA 

 SIDBI           SMALL INDUSTRIES DEVELOPMENT BANK OF INDIA 

 SME              SMALL AND MEDIUM ENTERPRIDSES 

 SVCL            SIDBI VENTURE CAPITAL LTD. 

 UTI                UNIT TRUST OF INDIA 

 VC                 VENTURE CAPITAL 

 VCF              VENTURE CAPITAL FIRM 

 VCT              VENTURE CAPITAL TRUST 


