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National Executive Committee Member, FICCI.

Startups have gained momentum around the world in the last decade and
are at the root of driving the incremental economic growth with new ideas
and energy. India and the UK have established themselves as major hubs for
startup business in Asia and Europe respectively as they are home to a very
large number of startups, unicorns & amazing innovations.These have also
attracted a large amount of global funding too.The UK continues to be an
attractive destination in Europe for Asian venture capital (VC) tech investors,
with British tech companies attracting a record of VC funding in 2019.
Notwithstanding Brexit, the maximum amount of investment from Asia
ﬂowed into the UK more than to any other European country.
The Indian ecosystem system as of September 2020 is estimated at 38,000
active startups with about 4,000 being added on an average every year. India
has 33 unicorns today; has 400 plus institutional investors, over 500 active
incubators & accelerators and has received $ 14.5 Bill in funding in 2019. Over
100 startups have received over $50 mill excluding the unicorns. 7 Unicorns
have been created during the pandemic in 2020 itself, as per the recent
estimates by Zinnov. India is poised to have atleast 100 unicorns shortly with
many from the SaaS domain. The Covid Champions and the advance Fintech
startups of India lead the world in sophistication and size today.
So this bridge techXchange between India & the UK will lead to a huge
advantage in creating value for the startups,by the coming together of
technology, product & business model innovation; fuelled by low cost of
operations, talent and large markets of both India and Europe.
Several industry associations, regional chambers in the UK and companies like
BDO who span their operations with a large physical presence in both
countries can contribute greatly to strengthening this nascent relationship
between start-ups of both countries in a short period very efﬁciently.
On behalf of techXchange and the entire team, I want to place on record our
gratitude for BDO's insights and reliable good quality support. I also hope the
outcome of this Annual Report by FICCI and BDO help recommendations for
the Indian &BritishStartup ecosystem.
I would like to take this opportunity to place on record our gratitude for FICCI's
insight on the policy initiatives and Startup ecosystems in both the countries.
As an organisation, FICCI remains ﬁrmly committed to building the Indian
startup ecosystem and to building bridges internationally for creating mutual
sustainable value in the global economic sphere.
I wish this initiative of ours grows from strength to strength and helps startups
from both countries in creating value. We thank all our partners and seek
more and more support from like-minded institutions and organisations in
creating a better world and a sustainable economy as we attempt to build
back better during the pandemic.

ARBINDER CHATWAL

Audit Partner & Head of India Advisory Services
BDO in the UK
m: +44(0)78 807 94021
e: Arbinder.Chatwal@bdo.co.uk

The rapid spread of the pandemic globally brought the world to a grinding
halt - stalling routine tasks and redeﬁning normalcy. The situation ushered in a
revolutionary rethink-wave for business across industries; requiring
organisations to reconsider their existing operating models and preparedness,
to ensure safety and sustainability in times of crisis.
While lessons from the pandemic have cost us dearly, they must be factored
into our elementary business decisions, to create agile work models as we
begin operating in the new normal. With businesses compelled to adopt
digital technologies to ensure business continuity, traditional operating
models have proved ineffective for continuity in unprecedented times and
thus obsolete for an uncertain, yet promising future. The situation is timely for
businesses to undertake a quick overhaul of their processes and beliefs and
redeﬁne themselves to operate in the new world.
Digital technologies have now become the stronghold of operations,
providing organisations with new growth opportunities. The increasing
reliance on technology, demands businesses to demonstrate agility,
adaptability and business acumen to survive the tides of change.
For start-up businesses with dynamic talent and a global vision, capitalising on
viable opportunities at the right time and place, would prove to be the
springboard-to-success, in the global environment. Fostering an environment
of growth and innovation, the UK has always attracted talent from across the
globe, providing start-up businesses with the right infrastructure, expertise,
culture and regulatory support they need, to supplement the holistic growth
they seek.
BDO and FICCI, individually and together, have been assisting new businesses
as they toddle their way into the global marketplace, providing them
assistance and expert guidance to kick-start and realise their strategic
ambitions.
The techXchange is one such noteworthy programme, that encourages the
mobility of talent, exchange of ideas and best practices, providing young
businesses with a nurturing environment to grow and expand.
Given the situation and the change it demands, the BDO India Advisory team
in association with FICCI are proud to present this report, that focusses on the
dire need for businesses to rethink their existing models in order capitalise on
new opportunities and survive and thrive in the new normal.
The report further delves into opportunities that the UK business environment
offers, to dynamic businesses across sectors, and the role of investors in
creating new ﬁnancial horizons.
As we continue to navigate this challenging time together, I am certain that
change drives success and it is time to look beyond the existing disruption, to
overcome challenges and deﬁne 'Success' as we know it.
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JIGER SAIYA

Partner & Leader
Tax & Regulatory Services
BDO in India
m: +91 93 2310 8666
e: jigersaiya@bdo.in

"The secret of change is to focus all of your energy, not on ﬁghting the old, but
on building the new.”
-Socrates
The words of the great Greek philosopher are true in every sense, even under
the uncertain circumstance we all are currently living in. As the globe ﬁghts
the novel pandemic, organisations both big and small, are compelled to
rethink their business models and build resilient organisations, capable of
delivering even in the toughest situations. With lockdowns easing and
economic pressures mounting, organisations are realigning to return to work
in the new normal, ensuring workforce safety, efﬁcient business operations,
mitigating risks, cashﬂow management and compliance.
The pandemic is likely to bring short-term to permanent change in societies,
attention to sanitisation and health, consumer behaviour, consumption
demands, compulsions on account of immobility, work cultures, shift towards
digital channels, etc. This is likely to give rise to a new generation of techenabled solutions.
The pandemic has also accelerated the pace of digital adoption. In the current
times, cash is certainly the king, but technology seems to be emerging as the
king maker. From digital customer experience to captive deployment of
technologies, organisations are increasingly resorting to technology to help
sustain revenues, optimise costs and manage cashﬂows. With an increasing
dependence on technology, bolstering digital resilience is becoming essential.
As organisations world over embark and progress on their journey of digital
transformation, multitude of opportunities are created for existing and new
tech-driven outﬁts to provide innovative solutions to conventional and new
age challenges to transforming organisations.
Both BDO and FICCI have helped start-ups in identifying opportunities,
engaging stakeholders, facilitating discussions, converting opportunities and
supporting decision making. At the techXchange programme, we promote
and provide a global exposure to start-ups to help them begin their journey of
globalisation. The program aims to help the start-up ecosystem’s stakeholders
from India & the UK to interact and learn from each other.
With this report, BDO along with FICCI have elaborated how businesses need
to rethink their strategies and build resilience, the opportunities various
sectors in the UK offer and the considerations businesses need to take while
doing business in the UK. The report also shares perspectives of start-ups,
investors and regulators, during these critical times. Finally, the report outlines
the next steps in the journey of a start-up looking to set step in the UK, during
these trying times.
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Current scenario of the start-up
ecosystem-Global
like Gaming and Online-Education, resuming
unparalleled growth. Others may struggle, and
realise they need to take decisive action to
avoid being left behind as the whirlwind of
change sweeps away antiquated routines.

Greater global connectedness leads to higher
performance for start-ups and their
ecosystems. Establishing more relationships
between founders and executives in other
parts of the world brings in ideas and
innovation, resulting in faster start-up growth
and more vibrant ecosystems. Start-ups thrive
on relationships and the exchange of ideas
with customers, investors, corporations, and
especially, peer groups. These ideas include
“hard” knowledge such as technical ideas
about product improvement, new scientiﬁc
ideas, and how to sell in different markets.
Global connectedness also ushers in beneﬁts
of a global network of relationships, nurturing
a pay-the-good-forward thinking. The
exchange of this knowledge occurs through
personal relationships, and more relationships
lead to faster growth. The broader such
connections are, the better the growth
outcomes will be.

Since the crisis hit:
• Layoffs among start-ups are rampant, with
just over a third of start-ups globally not
laying off staff nor cutting hours, and with
typical start-ups with full time layoffs
letting go an average of a third of their
staff.
•

While there is a hierarchy of global
connectedness within each region of the
world Silicon Valley, London and New York
form the global core. Analysing these hubs can
tell which ecosystems have the strongest pull
for start-up ideas and resources and, thus,
where start-ups are best positioned to grow, in
terms of market reach. Silicon Valley
dominates the connections of nearly every
other start-up ecosystem— in each region of
the world, the most connected ecosystems are
those with the most connections to Silicon
Valley. The exception, of course, is North
America, where Silicon Valley is the dominant
start-up ecosystem—it has the most
connections to New York City, followed by
London and Tel Aviv. Likewise, London and
New York dominate the “secondary”
connections. After Silicon Valley, the most
connected ecosystems in each region have the
strongest connectedness with London and
New York. The lone exception is Singapore,
which has Shanghai as its secondary
connection city.

Start-ups are facing a double whammy
with a drop in consumer demand and at
the same time Venture Capital (VC)
investments dropping, leading to a crunch
for capital. In fact, 4 out of every 10 startups have 3 months or fewer of capital
runway, implying they will perish if
additional money is not raised, given their
expenses remain the same.

While we see early signs of a rebound in Asian
ecosystems; it would be nowhere close to a
situation of normalcy. Optimistically it would
see a slowing down of the economic decline.
In 2020, the state of the global start-up
economy can best be viewed from 2
perspectives: the calm before the storm, up to
December 2019, and the consequences of the
COVID-19 triggered crisis.
Every crisis creates opportunities, and this is no
different. For instance, over half of the Fortune
500 companies started during a contraction
and over 50 unicorns were created during the
Great Recession ( 2 catastrophic events which
lead to the economic downturn from 2007 to
2009 - the U.S. housing bubble burst and the
global ﬁnancial crisis) alone. The list of
companies funded during the Great Recession
is impressive, including the then ‘start-ups’
Facebook, LinkedIn, Palantir, and Dropbox-all
based in the Bay Area, which is a strong
indicator that no matter the state of economy,
investor money is going to chase businesses
with strong fundamentals.

The COVID-19 crisis has accelerated the
transition to the digital economy and has
called for entrepreneurs to innovate faster.
100+ cities globally, for the ﬁrst time, are facing
a common challenge of rebuilding, as strict
lockdown measures subside. Some of these
hubs will see new digital companies coming
out on top, with sectors previously in decline,

The way opportunities are unlocked for
companies, they are also unlocked for
ecosystems. The current crisis has accelerated
the digitisation of the ofﬂine economy, making
tech companies even more important. The

07

actions of ecosystems today will help
determine how they will be positioned on the
global stage tomorrow. At the same time, this
is a unique opportunity for all of us to rebuild
our economic communities with minimal
negative impact on the environment and a
stronger focus on inclusion and fair access to
the value that tech ecosystems create.

ups were funded during that time and have
grown into large entities, including Uber,
which had its seed round in 2008 and its
Series A funding in 2011.
Additionally, start-ups are better structured to
reap the beneﬁts of sudden behavioural
changes while large corporations often have to
focus a lot of time on restructuring existing
operations. Simply put, start-ups can pivot and
make changes much faster, and this is seen
today with some start-ups in the COVID-19 era.

Just like the rise of both London and New York
City came at the heels of the 2007-2009 Great
Recession -in their attempt to diversify from
reliance on their traditional strengths in
ﬁnances- the postCOVID-19 recovery will see
new ecosystems rising.

Policymakers have a lot on their plate now to
sustain economies, but start-ups simply can’t
be forgotten. At the very least, they can provide
short-term measures to ‘keep the lights on’
and attempt to minimise the disruption of
existing start-up ecosystems. The most
effective measure they can take, is to use
existing funding structures to quickly deploy
capital using equity-based instruments.

Global economic crises often become
extinction events for start-ups. The COVID-19
crisis is no exception, as many start-ups across
the globe remain perilously close to the edge
of shutting shop. Young companies and
founders remain on edge, knowing that things
can change in their communities instantly.
Policymakers should be aware that start-ups
contribute meaningfully to both local
communities and the global start-up economy
as well. With that in mind, they should be laser
focused on helping start-up companies and
the wider ecosystem get through the
COVID-19 crisis, smoothly.

We recognise that this is a short-term view of
the current situation and the effects of the
COVID-19 crisis will be long lasting. Indeed, our
analysis of the prevalence of different policy
instruments around the globe shows that, as
of April 2020, business loans were by far the
most popular measure used by governments.
Equity-based funding and demand generation
were the least popular-demonstrating that
policy instruments are not yet aligned to the
needs of a longer-term recession environment.
As this develops further, it will be vital for
policies to adapt from short-term ﬁreﬁghting
to building long-term foundations. We
recommend a shift to equity investment,
guarantees for equity investors, and demand
generation programs to future proof our
ecosystems.

For many years, start-up ecosystems globally
have proven to drive productivity. This is
because start-ups are not only job creators, but
without start-ups, there is less innovation at
larger corporations and at small-and mediumsized businesses (SMBs) as well. Start-ups also
play a role in pushing the public sector
forward by providing huge efﬁciency gains in
government organisations and public services,
and by helping establish competitive
regulatory environments. Many governments
have already been assisted in the creation of
knowledge economies and are obligated to
protect existing ecosystems in which they’ve
already invested. Governments must act now
to help start-ups affected by COVID-19, to save
jobs and businesses.

In the medium to long term, we are facing
both a recession and an accelerated move to a
digital economy. Thankfully, tech and digitalfocused start-ups can play a role in coming
back from the recession, like they did in 2008.
During this time, there will be a greater role for
the governments to play, when it comes to
industrial policy and working with start-ups.
Without this public sector involvement, startup clusters and ecosystems will be harmed
and the economies they belong to, will lose
the beneﬁts start-ups provide. Those
governments that unlock new demand
generation for start-ups will facilitate recovery
for not just the start-up ecosystems but also
the wider economy.

If policymakers are still sceptical about why
they should invest in start-ups affected by
COVID-19, they should look back at the 2008
economic crisis and the recession that
followed to further understand its importance.
Start-ups funded during recessions, including
those in 2008, fare better than those funded
during normal times, on an average. For
example, several successful gig economy start-
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Current scenario of the start-up
ecosystem-India
In recent years, the Indian start-up ecosystem
has come into focus, driven by factors such as
heightened funding, consolidation, evolving
technology and a burgeoning Indian market.
From having a handful of tech companies to
dozens and thousands of innovative new
ventures, India's start-up ecosystem has grown
immensely in the past decade. India has
witnessed a launch of more than 55,000 startups to date with more than 3,200 start-ups
raising US$ 63 billion in funding in the last 5.5
years alone. Home to 34 unicorns, and 52
soonicorns with a potential to become
unicorns by 2022, the world's 2nd largest startup ecosystem is poised for disruption.
In just over half a decade (2014-2020), India
has shown a great appetite for technology,
data and the internet. The internet paved the
way for thousands of start-ups to rise over the
past decade, address unique problems,
transform entire industries and create new
segments.

consumer hysteria and the disruption of
supply chain caused due to the spread of
COVID-19 around the world has proven
catastrophic in more ways than one. In the
worst-case scenario, the pandemic is expected
to cost the world economy a whopping US$
02 trillion.
The possibility of businesses getting back on
track remains ambiguous unless a
breakthrough in the COVID-19 vaccine is
achieved in the short-term, followed by human
trials and widespread administration of the
vaccine.
In addition to the negative impact on the
major sectors of the Indian economy, the tech
start-up ecosystem of the country is not
immune to the havoc wreaked by COVID-19.
The widespread uncertainty in the market
clubbed with the curbing of Chinese capital
inﬂow in the economy has resulted in an
overall slowdown in the venture capital deal
ﬂow in the Indian start-up ecosystem.
Although some sectors such as media and
entertainment, edtech, hyperlocal essential
services and ﬁntech have witnessed
unprecedented growth in demand the overall
impact on the ecosystem has been quite
devastating.

Whilst wallowing out of difﬁculties Indian and
global investors are becoming experimental,
going bold on ideas, all on the back of
intelligence from data and making wellinformed decisions. With overall funding
skyrocketing to US$ 63 billion between 2014 to
H1 2020 alone, India has seen entry of 34 startups in the unicorn club having a combined
valuation of US$ 115.5 billion.

In India start-ups have given rise to more startups. Enablers, accelerators, and incubators are
ﬁrms providing start-ups with growth advice
and decision-making tools. From advising on
government policies to acting as market
catalysts, they grow the maturity of young
ventures. With an aim is to provide funding
and support for start-ups, enablers like iSPIRT
and NASSCOM brought together key
stakeholders of the ecosystem including startup accelerators, incubators, venture capitalists,
angel investors, support groups, technology
corporations and mentors.

The Indian government deﬁnes a start-up, as
an entity which is less than 7 years since
inception with an annual turnover of less than
US$ 3.5 million and headquartered in India.
The Start-up India initiative by the country’s
Department of Industrial Policy and
Promotion helps build a positive, effective
ecosystem in the country, turning business
ideas into a reality for a ﬂourishing start-up
environment. States and union territories
across the country introduced start-up policies
following the government’s initiative. Even
though the hiccup of demonetisation in
November 2016 shook various sectors of the
economy, India’s ranking in the ease of doing
business steadily improves with each passing
year.

Technology acquisition, customer acquisition,
acqui-hiring and market consolidation are the
main drivers for increase in M&A of Indian
start-ups. With increase of momentum in M&A
in India, investors are getting more exit
opportunities. Start-ups are adopting
innovative approaches to attract and retain
top talent.

The COVID-19 crisis has accelerated the
transition to the digital economy and has
called for entrepreneurs to innovate faster.
The widespread uncertainty among investors,

Indian start-ups are often asserted for copying
foreign start-ups. It is seen quite often that
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they don’t have a proper scale-up plan. There is
always a need for directional efforts to help
them in increasing their supportive
government policies. Nowadays, start-ups are
consolidating fast and eagerly buying other
start-ups. Successful entrepreneurs are taking
initiation to support other emerging start-ups
by mentoring them through various channels.
Young entrepreneurs are dominating the startup landscape with a larger percent of founders
in the age bracket of less than 36 years.
Women entrepreneurs have started becoming
more prominent in the innovation economy.

In terms of revenue, growth and active user
base, entrepreneurs believe that they have
done a fair job despite being bootstrapped /
self-funded and are already ahead compared
to many funded start-ups in this space. The
fast-growing product and start-up ecosystem
in the country, provides a platform to engage
with thought leaders in the product space and
discuss issues of common interest.
In terms of start-ups who have been funded,
an introspection needs to be made for those
whose growth, revenue and active user base
are still low. The pressure of investors is already
mounting on a few who are ‘globally
expanding’. With the effect of the pandemic
likely to last for a foreseeable time, it is clear
that start-ups may struggle and would need to
demonstrate their capability on growth and
proﬁt count, before they raise their next round
of funding.

Listing of start-ups will be the next big reform.
Every day, a lot is written about funded startups, unicorns, fundraising start-ups, that often,
cockroach start-ups never get the limelight,
even for the right reasons. Several companies
are preparing for initial share sales, but these
will most likely happen in start-up heavens
and not in India. Today, more predictions are
made for start-ups compared to the actual
number of start-ups. While the interest these
few companies are generating cannot be
undermined, policy reforms encouraging startups to demonstrate their abilities will go a
long way in boosting business demand – both
from investors and clients.
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The UK startup ecosystem
The United Kingdom is bustling with over 5.9
million businesses, more than 1,000 coworking
spaces and more than 100 accelerators and
incubators to date. The UK accommodates
Europe’s largest ﬁntech incubator, Level 39 and
Europe’s 1st property tech accelerator, Pi Labs.
The nation’s proximity to the European market,
the universal language and the central location
within the world’s time zones, makes the island a
favourable destination for start-ups. The
government policies ranging from early stage
seed investments, simpliﬁed corporate taxes and
support in innovation through tech meets,
accelerators, incubators, research grants and R&D
anchors attracts entrepreneurs to the UK.

UCL, Sussex Innovation by University of Sussex.
The city’s co-working spaces are WeWork, The
Ofﬁce Group, Google Campus, Impact Hub,
Interchange, The Cube, Rainmaking Loft, Tech
Hub, Runaway East, The Green House N76.
Although, London holds the prime position in the
UK start-up ecosystem, the density of digital tech
industry is spreading to other metropolitan cities
as well.
•

Over the years, ﬁntech and edtech have emerged
as the strongest sectors, with edtech expected to
reach US$ 4.4 billion by 2021. The UK ranks 3rd in
the world for tech-based unicorns with about 77
companies valued at over US$ 1 billion. Among
the 13 unicorns, the latest inclusions to the cohort
in 2019 were Acuris, Babylon, Checkout.com, CMR
Surgical, OVO Energy, Rapyd, SumUp and
Trainline. The tech investment grew to US$ 13.13
billion in 2019. The healthcare sector came to
prominence with the ongoing COVID-19
pandemic accounting for around 350 medtech
companies. The digital transition has boosted the
AI sector as well. The ecosystem is valued at US$
92 billion.

•

London has emerged as the 2nd best
environment to nurture young start-ups. The total
early stage investment funding is around US$
8.45 billion. Between 2015 and 2019, US$ 6.5
billion was invested in emerging tech and US$
3.9 billion in AI. Various sectors are clustered in
start-up hubs spread across the city: Silicon
Roundabout for high-tech companies; King’s
Cross and Euston for digital media; Canary Wharf
for ﬁntech; Olympic Village for innovation;
Croydon for software development and creative
media. The global city ranks 3rd for funding and
4th for talent in the global ecosystem. London
offers a global STEM and tech talent and capital
beneﬁts from connectivity with other global
cities. Seedcamp, Startupbootcamp FinTech,
Tech Stars, Entrepreneur First, Bethnal Green
Ventures, BBC Worldwide Labs, Wayra, Oxygen
Accelerator are listed among the well-known
accelerators and incubators in London. University
afﬁliated accelerators include Accelerator London
by London Metropolitan University; Imperial
Innovations by Imperial College; UCL Advances by
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Manchester has recorded the 4th largest
digital turnover in 2018. As the biggest
technology and communications sector
outside London, the city holds a US$ 59.8
billion economy and an addition of US$ 1.43
billion with the development of the Media
City as an international innovation and
technology hub. The city hosts 3 UK unicorns,
namely The Hut, Boohoo and AO. Other
notable start-ups are Fatsoma, Nifty Drives,
PharmaKure, Capsule and Clowdy.
Edinburgh has UK’s largest technology
incubator, CodeBase. The city is recognised
for its universities producing experts in
computer science and engineering. The
global companies that thrive in Edinburgh
are Skyscanner, Amiqus and MyWay Digital
Health.

•

Cambridge poses as a competitor to London’s
tech habitat. Twinned with the world’s
greatest universities, Cambridge, along with
Oxford and London, received around US$ 2.6
billion in funding from the government,
thereby demonstrating an escalating life
science tech industry. The presence of the
world renowned, University of Cambridge
serves as a base for AI start-ups. CMR Surgical,
Arm and Darktrace are the digital tech
unicorns from the region.

•

Birmingham is one of the fastest growing
cities, with the highest record of new startups. The budding health tech companies in
the region are Eyoto and Kaido. The key
incubators and accelerators supporting startups are Boxxed, Birmingham Campus,
Entrepreneural Spark, Climate-KIC.

•

Bristol has globally signiﬁcant associations
with the technology and microelectronics
industry. It is a UK base for tech giant HP. The
Bristol and Bath Science Park and
SETsquared, a partnership between 5
universities, accelerates business growth in
Southern England.

Rethink
Need to Rethink

We are all aware of the effects of the COVID-19 pandemic on businesses and its stakeholders,
including employees, organisations, networks, clients and the economy as a whole. The pandemic
has forced change: economic, societal and commercial. As organisations move beyond the initial
reactions to the pandemic, it is time to turn attention to the challenges and opportunities that lie
ahead.
According to the FICCI-IAN Survey on the Impact of COVID-19 on Indian Start-ups; out of the
250 start-ups surveyed; 70% have said that their business has been impacted, 12% of the startups have shut operations and 60% are operating with disruptions. The survey depicts that only
22% of the start-ups have cash reserves to meet ﬁxed cost expenses of their companies over
the next 3-6 months.
How well businesses survive and succeed in the future may depend on decisions that
entrepreneurs take over the coming weeks and months. It is imperative to revaluate existing plans,
remodel to sustain, factor in resilience to overcome future challenges of similar velocity, and most
importantly adapt to the ‘new normal’.

The concept of Rethink

To help organisations regain lost ground and build a stronger business foundation in the new
normal, BDO has developed a recovery model - encouraging rethinking of the original business
and commercial assumptions, re-prioritising obligations and addressing issues to adapt and
thrive. The BDO Rethink model is a three-stage process, which encourages a broad rethink
around original business models and commercial assumptions:
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T

Rethink
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•

E
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A
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S

SAFEGUARDING
YOUR BUSINESS

RE

EMBEDDING RESILIENCE
AND KEEPING YOUR
BUSINESS RUNNING

RETURNING TO WORK
AND SUCCEEDING IN
THE "NEW NORMAL’

DEAL WITH THE EMERGENCY

ANTICIPATE & RESPOND TO
FINANCIAL PRESSURES

SUSTAIN CLIENT RELATIONSHI

INTERPRET/
UNDERSTAND EVENTS

SUSTAIN OPERATIONS

PLAN FOR LONGER TERM
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Rethink framework: Stages of response
REACT
The way in which companies
respond to the initial impact of the
COVID-19 crisis, minimising the
catastrophic effects on its business
operations, employee safety., supply
chain and ongoing ﬁnancial
viability.

RESILIENCE
Maintaining business operations
during 'lockdown' disruption using
techniques that allow people,
processes and information systems
to adapt to changing patterns. The
ability to alter operations in the face
of changing business conditions
preserving the continuity of the
provision of "critical functions" to a
ﬁrm's customers.

REALISE
Applying the learnings from key
'React’ and 'Resilience' activities and
continuing to adapt. Successfully
adapting to new business models
and ways of working needed to
address essential and obligatory
political,
economic, socio-cultural, and
technological changes.

Beginning of the downturn. Initial risks
are assessed.
Immediate crisis management actions
are required to ensure employees are
safe and healthy, capital is adequate,
and suppliers and customers are closely
connected with the business.
Planning is based on Government policy,
guidelines and support.

Running the business in ‘lockdown’ /
reduced demand and supply.
Operations are adjusted and optimized
based on customer demand.
Business is under control and employees
are safe. Capital structure is solid.
Regulatory compliance maintained and
scenario planning is underway using
economic and customer data.

Future state and business needs are
anticipated.
The 'new normal' of demand and supply
is established in the business.
Areas for transformation are clear and
adaptation is underway.
Business is meeting or exceeding market
expectations.

Areas where start-ups require to Rethink

Areas where start-ups require to Rethink
The Rethink Model focuses on the following 5 pillars that are crucial to any business:
1) People
2) Strategy & Operations
3) Mitigating Risk
4) Financials
5) Regulation & Compliance

1) People:

To maintain the ﬁnancial health of a business, it is vital to ensure the health and well-being of its
employees. Having developed technology and systems that would enable employees to switch to
homeworking with minimal disruption; re-adjusting non-essential hours and evaluating work from
home options for employees is essential.
Further, a start-up should model the consequences of these new working habits. During these
times, where cash ﬂows are disrupted, automating work to reduce overhead labour costs is
imperative. Upgrading talent, eliminating low performers, focusing on satisfaction and retention of
a strong core team and supplementing it with high quality available talent or making strategic
hires is of paramount importance for increasing productivity. Considering that businesses are still
reeling under the lockdown, improving and introducing organisational agility will aid strategic
growth.

2) Strategy & Operations:

The crisis has prompted a fundamental rethink by a radical alteration of business models,
digitisation and rethinking customer experiences to retain customers. Ensuring customer safety,
reaching out to key customers to understand their situations and mitigating their ﬁnancial burden
shall play a pivotal role. Start-ups need to manage their cash ﬂows effectively to invest in working
capital to avoid loss of critical customers and minimise reputational risk.
It is indispensable for every business to maintain an acceptable ﬁnancial base and operating
performance level in the face of headwinds on market shifts. Whilst managing the crisis, it is
important to focus on operational efﬁciency by developing a strategy to get back in action. This will
not only maintain overall business performance but will help identify opportunities for competitive
advantage. Harnessing customer insight to forecast future needs could serve as an important
strategy.
As start-ups emerge from the current crisis, it is anticipated that the business environment will
remain challenging in the short-term. Accordingly, visualising the long-term beneﬁt of establishing
the business in the market, it is important to have product and service innovation backed by
automation, revenue diversiﬁcation and market differentiation. Also, start-ups should determine
the opportunities they have to deploy skills within their business in different ways to meet
changing priorities of customers and well as investors.
01
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Acknowledging the changing consumption models around technology, Cisco transformed from a
networking hardware company into a diversiﬁed business. It created a business model where
customers could consume technology in line with their requirements rather than buy it all upfront.
The new model showed a dramatic change in the sales pattern whereby 50-52% of the software
sales which was earlier perpetual moved to subscription-based licenses serving as a testimony of
the success of this business model shift.

3) Mitigating Risk

With the pandemic disrupting the way in which businesses were done, it becomes imperative to
understand the supply chain risk in terms of a) Market Risk: Whether there is a supply and demand
mismatch b) Financial risk: What is the effect to the proﬁtability and c) Production risk. Reviewing
contracts and terms of business to be able to assess and re-negotiate wherever necessary is
another area which should be focused upon. As is always the case, businesses need to assess
reliance levels, not only on their suppliers but also on their customers – too much concentration
may be risky. In order to effectively manage ﬁnances, businesses should evaluate whether it would
be possible to cancel or defer orders, till normalcy returns or re-negotiate payment terms to the
beneﬁt of the business.

4) Financials

Assessing ﬁnancial risks and minimising the impact of the pandemic on the ongoing ﬁnancial
viability is of utmost importance for any business and start-ups in particular. As is generally known,
poor cash management is the most common reason for failure of start-ups.
Start-ups should focus on addressing liquidity issues by taking into consideration pricing i.e.
revisiting the pricing model to provide more ﬂexible and affordable options and reducing costs by
controlling variable costs or budget cuts in discretionary spending. Revising cash ﬂow projections
and ﬁnancial forecasts is pivotal, to sync in the business reality to the concerned stakeholders.
Deferring or cancelling planned investment is another mode of ensuring that core business
operations are not affected.
Start-ups could consider leveraging tax strategies to improve their cash ﬂows, the M&A impact strategic acquisitions to improve portfolio performance and uncover new efﬁciencies as well as
ﬁnances. Whilst identiﬁcation of quick-win proﬁt opportunities is essential, aiming to rationalise
and strengthen the current facilities and capital portfolios would be equally important.

5) Regulation & Compliance:

Rapid responses to evolving restrictions can stress compliance policies, processes, and oversight. It
causes risk, compliance, and audit functions to rethink how they work. Further, working remotely
due to safety concerns, and the uncertain environment has increased the opportunities for noncompliance, testing the culture of ethics and compliance. Amid this uncertainty, businesses must
consider the changing regulatory requirements and new challenges for compliance departments.
Keeping up with changing regulations and streamlining compliance processes thereby minimising
regulatory risk and legal liabilities shall provide an edge over others.
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SHORT TERM
MEDIUM TERM
LONG TERM

Understanding the
Economic Impacts

Evolving
Regulation,
Legislation &
Compliance

Supporting Your
Workforce

Managing Your
Business

Mitigating Risk

Protect Your
Workforce

Stabilize the
Business

Mitigate
Risk

Safeguard
Liquidity &
Revenues

Explore
Economic
Stimulus
Options

Navigate the
Return to Work

Balance Risk
& Innovation

Increase
Operational
Resilience

Optimize
Costs

Ensure
Regulatory
Compliance

Reimagine
Work

Refresh
Strategy

Improve
Agility

Invest
in Growth

Monitor
Regulation

Persevere

Maintain

Recover

Thrive

CONCLUDING THOUGHTS

Despite the widespread and severe impact of the crisis, the overall business environment is not
relentlessly bleak. Amidst the chaos of the pandemic, on a positive note; businesses have been
focusing on new technologies, improving efﬁciency, acquiring new businesses or expanding
partnerships. This exhibits the human tendency to adapt to changing situations to survive and
thrive. It also indicates that people who change can survive and succeed as we emerge from the
crisis going forward.
A good business plan and professional mentoring, alongside the possible ﬁnancial and operational
impact of different scenarios on a business, will prove to be a major contributor to its survival and
success story.
Source: The BDO Rethink framework on supporting businesses towards succeeding post COVID-19.
For more details, please refer to https://www.bdo.global/en-gb/microsites/rethink/home
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Doing Business in the UK
economies, the UK ranks 8th. According to the
2018 BDO International Business Compass,
which measures the attractiveness of a
country as a multi-dimensional concept in the
dimensions listed above, the UK ranked as the
8th most attractive country for investment.

1. UK is open for business:

Earlier this year, the UK became a sovereign
nation for the ﬁrst time in 50 years. These are
times of unprecedented changes. With Brexit,
emerging markets, technology and regulations
changing the fundamentals of the way we live
and do business and with the effect of the
COVID-19 pandemic, there is an added
dimension – evaluating and adapting to the
‘new normal’. Uncertainty around the
aftermath of Brexit and its effect on the UK
economy will continue for years and so is the
impact of COVID-19. However, where there is
change, there are opportunities as well as risks.
The UK will remain a major market in global
terms with many attractions for inbound
businesses. In practice, those businesses that
can identify strong opportunities in the UK
may ﬁnd it highly cost-effective to exploit
them over the next few years when currency
movements and lower UK asset values may
work in their favour. Also, as the UK negotiates
trade agreements with other countries and
the ramiﬁcations of leaving the EU are felt,
businesses should expect, and plan for,
upheaval.

3. Talent and Skills

The UK ranks 2nd only to the USA among the
powerhouse economies for growing, retaining
and attracting talent. According to the 2015-16
Global Talent Competitiveness Index,
published by the Department of International
Trade, the UK:
•
•
•
•
•

2. Doing Business Rankings

•

The appeal of a country is associated with its
level of development. It is understood as a
combination of economic, politico-legal and
social factors. On one hand, the attractiveness
of a country with regard to potential
investment decisions is at the forefront, which
clearly reﬂects the economical perspective. On
the other hand, the way economic factors
reﬂect a country’s situation is limited, because
political, legal, social and cultural aspects also
play a part and ultimately have an inﬂuence
on a country’s appeal as an investment
location.

Has the highest proportion of adults with
tertiary education in Western Europe
Is top rated for growing, retaining and
attracting talent among major European
economies
Is the only major European economy
expecting an increase in labour supply up
to 2030
Has more employed people moving into
the UK in 2012 and 2013 than any other EU
Member State
Half of Europe’s graduates willing to
relocate to ﬁnd work would choose the UK
UK ranks 5th in the world for ‘brain gain’
based on success at attracting talented
people from across the world

Further, UK has the top world university
ranking, and is home to 4 of the top 6
universities in the world. Apart from this, the
UK has:
•
•
•

In terms of the Doing Business 2020 ratings,
which compares business regulations in 190
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The highest number of leading MBA
institutions in Europe
Highest proportion of the workforce in
professional occupations of the world’s
major economies
An employer-led Apprenticeship
Programme that tailors skills to precise
needs

Taking control of the
exploitation and protection
of inventions, designs,
branding, and goods and
services are critical to
innovation and to the
success of any business
starting up in the UK.

4. Intellectual Property

The UK’s robust intellectual property system helps
entrepreneurs and innovators to effectively protect
their innovations and creativity as well as
understand how Intellectual Property (IP) can
create value from their ideas, turning inspiration
into sustainable business success.
IP rights are treated as intangible forms of property
that are capable of ownership and, in some cases,
registration. Usually, the UK Intellectual Property
Ofﬁce grants patents, registering trademarks and
designs. However, copyrights are not capable of
registration and are often asserted with the ‘©’
mark. Know-how being practical information
resulting from experience and testing that can be
protected as conﬁdential information to maintain
its secrecy and, therefore, is not capable of
registration. Goodwill is not strictly an IP right
therefore and not capable of registration.
Registration can help businesses use and manage
IP and enforce their IP rights to achieve their IP’s
full potential.
Moreover, a highly skilled workforce, access to
many of the world’s leading universities, generous
tax incentives to conduct research & development
and UK’s law that offers world leading protection
for the IP that research creates, makes the UK a
favourable destination for scientiﬁc research as
well.
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5. Choosing a business structure

A business’s activities in the UK is the primary driver to decide which structure to consider
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6. Setting up a business entity in the UK
Particulars

Proprietorship

Partnership

Private limited
company (PLC)

Meaning
and
ownership

• The easiest way to
start a business in
the UK is to
become a 'sole
trader'.
• They run their own
business as an
individual and are
self-employed.

• General partnerships Where 2 or more
persons carry on a
business to generate
proﬁt as co-owners this
will be treated as a
partnership
• Limited partnerships The partnership is
formed with one or
more general partners
and one or more
limited partners.
• Limited Liability
Partnership - It gives its
owners the beneﬁt of
limited liability whilst
retaining many of the
characteristics of a
traditional business
partnership.

• A PLC is a legal entity
- a separate ‘person’
under UK law.
• This basic principle
means that a
company can hold
assets in its own
right, conduct
business, employ
people, sue and be
sued, and,
importantly, it can
outlive its directors
and shareholders.

Regulation

• To set up as a sole
trader, one needs
to tell HMRC that
they shall pay tax
through SelfAssessment.

• General partnerships
may or may not have a
written partnership
deed.
• However, LLPs are
regulated.

• They are regulated by
the Companies Act
2006.
• The most important
company documents
that need to be
drafted are the
Memorandum and
Articles of
Association

Taxation

• Sole traders are
taxed as per the
Income tax bands,
tax rates ranging
from 0% - 45%

• Partnerships are tax
transparent structures.
This means that the
income is taxed in the
hands of its partners,
rather than being
assessed on the
partnership itself.

• Companies are
generally taxable at
the rate of 19%

The business requires assistance with the initial formation formalities including the provision
of statutory registers, dealing with share allotments and the issuing of certiﬁcates. Seeking
professional guidance can ease these compliances.

Foreign investors entering in the UK market, especially for the ﬁrst time, should seek advice
from their consultants as to what would be the most appropriate business form for them.
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7. Financing your Business
There are a wide range of ﬁnancial institutions that offer business ﬁnance in different ways ranging
from traditional banks to peer-to-peer lending through online platforms.
a. Basic Options
•
•
•
•

For traditional ﬁnancing, security is usually required by the lending institution with a charge
being taken over one or more of the company’s assets, depending upon the company’s risk
proﬁle and credit rating.
Another simple option is to negotiate an overdraft facility on current accounts.
The management of cashﬂow in a trading business can be assisted by debt factoring as well.
Often, businesses starting out do not want to incur large initial capital expenditure, therefore,
hire-purchase and leasing are widely used methods of acquiring assets.

b. Debt Financing
•

•
•

Bank loans - A relatively cheap and tax effective method is obtaining a secured loan from a
bank with the use of property or other business assets as security for the loan. The bank would
usually want to see a business plan covering the use of the loan, including ﬁnancial projections
and any other document / information concerning business viability.
Asset-based Lending - This is an advance secured by business assets such as debtors, inventory,
or plant and machinery. These types of loans are usually used for working capital purposes to
help a business bridge the gap between the timing difference of payments and receipts.
Financial Instruments - Bonds can be both a vehicle for investment and a source of long-term
ﬁnance. Some bonds may also carry a right for conversion into the ordinary shares of the
company. Over the past few years, a number of companies have issued mini-bonds as a way of
obtaining debt-based ﬁnance.

c. Financing Equity
•

•

•
•

Venture capital or Private equity investors are institutions that invest in companies where they
can see a growth opportunity, evidenced by a compelling business plan. VC investors look for a
strong management team, a large potential market and a unique product or service with
strong competitive advantage.
Venture Capital Trusts (VCTs) is a tax efﬁcient UK collective investment scheme designed to
provide private equity capital for small expanding companies, and income and capital gains for
investors. VCTs are a form of publicly traded private equity, comparable to business
development companies in the United States.
A business angel is an investor who provides ﬁnancial backing for smaller start-ups or
entrepreneurs.
Crowdfunding is another way of raising ﬁnance by spreading the funding required over a large
number of people so that each is investing a smaller amount of money. It uses internet-based
platforms to communicate with potential investors.

A business must choose its sources of ﬁnance after thorough consideration of its advantages
and disadvantages – both tangible and intangible.
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8. Employing Staff
There are a number of aspects a business must
consider when employing staff for the ﬁrst time:
•
•
•

•
•

•

•

Decide how much to pay the employee: they must
be paid at least the National Minimum Wage.
Check if they have the legal right to work in the UK
(employers may have to do other employment
checks as well).
Check if there is a legal requirement to apply for a
Disclosure and Barring Service (DBS), (formerly
known as a Criminal Record Bureau (CRB) check) if
the business operates in a ﬁeld that requires one,
e.g. working with vulnerable people or security.
Get employment insurance/employer’s liability
insurance as soon as a business becomes an
employer.
Send details of the job (including terms and
conditions) in writing to each employee employees must be given a written statement of
employment if they are employed for more than 1
month.
Tell HM Revenue and Customs (HMRC) by
registering as an employer – registration can take
place up to 2 months before new staff are paid.

In the UK, whether an
individual is treated as
an employee or selfemployed is a matter of
fact dictated by the
nature of the
arrangements in place.
Hence, it is important to
take expert advice on
any contractual
arrangements with
workers.

Check if employees need to be automatically enrolled in a workplace pension scheme.

9. Ceasing to have presence in the UK
An investor may cease to have a business presence in the UK in a variety of ways. This may take the
form of a sale, winding-up or migration.
•
•

•

One of the ways to cease a business presence in the UK is disposal of a business or subsidiary.
However, the same shall involve various legal, commercial and tax issues.
Winding-up, or striking a company off the register at companies house, whereby a business
could cease to have a presence in the UK because the owners decide to close it down by a
process of liquidation; or because the company has become inactive and the owners wish to
cancel its registration at Companies House.
It is also possible for a company to become non-resident for UK tax purposes. This could happen
to a UK incorporated company as a result of having its place of effective management in
another treaty jurisdiction outside the UK.

For more details, please refer to BDO UK’s publication – Business in the UK, A Route Map https://www.bdo.co.uk/BDO_UK/media/bdo/Microsites/Business%20in%20the%20UK/Business-inthe-UK-a-route-map.pdf
It is recommended for selling a business in the UK, that specialist legal, accounting and
taxation advice is obtained
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Sector Insights
FTSE All Share Index recovering at the end of
July 2020 to be 17% and 19% down
respectively against levels 12 months ago.

A. Logistics

According to a joint Santander and Logistics
UK 2019 report, there are:
•
•
•
•

Having survived the challenges of lockdown,
businesses are now looking to build their
resilience. They are re-engaging supply chains
and looking to trade in the new economic
environment. The negative impact of the
lockdown was signiﬁcant for many, but others,
speciﬁcally those servicing the accelerated
shift to online ecommerce, have beneﬁtted.

192,525 logistics enterprises in the UK of
which nearly all (192,000) are SMEs
2.7 million employees in the wider logistics
industry
US$ 1,225.25 billion turnover
US$ 161.2 billion Gross Value Add (GVA)
contribution to the UK economy which is
10% of the contribution to the UK nonﬁnancial business economy

Some of the critical regulatory and
compliance challenges logistics companies
are facing include:

With businesses reacting to the pandemic and
focused on their own operational challenges, it
is no surprise to see that Q2 saw a signiﬁcant
fall off in M&A activity. Nonetheless, a number
of interesting deals did happen, not least, the
US$ 127.4 (£98 million) acquisition of Fowler
Welch by Culina. There was a signiﬁcant
reduction in activity from March to May as the
COVID-19 crisis hit the UK, with the BDO
Logistics FTSE Index falling by over 40%. This
reﬂected the global level of disruption to trade
routes and the direct impact of this on the
logistics and supply chain market as
businesses adapted to the increased strain
placed on the sector.

•

•
•

Implications of contractual obligations
which have not been met, and force
majeure clauses-contract review and
renegotiation, or new terms of business
Review impact of UK Global Tariff,
replacing the EU’s Common External Tariff
from 01 Jan 2021
Increased complexity around import/export
processes and arrangements arising from
any Brexit deal

Looking forward, the crisis will accelerate
trends already begun and at the same time
unveil new priorities. In addition, the position
on Brexit is still to be ﬁnalised. Businesses will
need to understand and adapt to long-term
economic and operational effects. Change
creates opportunity and looking forward we
do anticipate further consolidation in the
market, as the ﬁnancial pressures of lockdown
hit home later in the year and those with a
strong capital base look to grow.

Logistics has tended to underperform the
wider market historically, a trend which, apart
from a rally at the end of 2019, has continued
for much of the last 12 months. However, the
markets appear to have rallied over the last 3
months as the world responds to a "new
reality" with the BDO Logistics FTSE Index and
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show that they have raised at least US$
325,000 in aggregate between 01 April 2015
and 19 April 2020 from third party investors.
Documenting such requirements and
handling the application process may put
extra stress on management teams focused on
short-term survival.

B. Fintech

The UK is a global ﬁntech leader. The sector is
worth US$ 12.87 billion in revenue, with an
annual growth rate of 9.9%, according to IBIS
World’s latest report on Financial Technology
in the UK. Stakeholders and industry bodies
are leveraging the UK’s talent and innovation
in both ﬁnancial services and technology to
provide the perfect environment for
digitisation in ﬁnancial services.

As we slowly move towards a ‘new reality’, UK
ﬁntech companies ﬁnd themselves in an
opportune position. Since the early days of
COVID-19, customers and ﬁnancial institutions
have been receptive to using digital solutions
that ﬁntechs provide. While it is still uncertain
what exactly the new reality will be, it seems
likely that digital and contactless payments, AI
and algorithm-based loan provisions and
similar ﬁntech innovations are here to stay.

2019 was a record year for ﬁntechs in terms of
investment. According to a report from
Innovate Finance, ﬁntech companies received
a total of US$ 4.9 billion in investment. The UK
attracted more capital and completed more
deals than all other European top 10 countries
for ﬁntech combined. We have seen a lot of
funding activity with interest from public
markets, private markets and strategic
investors such as banks, MasterCard, Visa and
PayPal. Payments and digital banking are
estimated to be the largest ﬁntech subsector,
with revenue accounting for an estimated
23.8% of the industry total, according to
IBISWorld. Worldpay’s 2019 Global Payments
Report revealed that the percentage of
eCommerce spend using Digital/ Mobile
Wallet was 29% in UK. All this data points
clearly towards a trend of using mobile apps.

Those who do not adapt to changing
customer demands through increased digital
transformation will likely ﬁnd themselves left
behind. These are some of the reasons why we
expect to see an acceleration in consolidation
in the market, with a bifurcation between
niche and mass market. Less differentiated or
developed business models will see inherent
weaknesses exacerbated.

The UK Government has launched a series of
support schemes, many of which may apply to
ﬁntech companies. However, there are several
boxes which must be ticked in order to qualify
for each individual scheme. An example is the
Future Fund, where applicants must be able to
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The UK has a good record for encouraging AR,
VR and Blockchain innovation. For example,
under the Enterprise Investment Schemes,
investors in smaller businesses can get back
30% or 50% of their investment from the
government. They can potentially also roll
gains from previous disposals into the cost of
the shares, and so defer the tax on those gains.
For SMEs, there is a very generous R&D tax
credit regime, which can either be delivered in
the form of cashback, or as a reduction to your
taxable proﬁt. There are many research grants
available too, along with a range of other
corporation tax incentives. Another scheme Patent Box, can deliver a 10% tax break on
proﬁts arising from patented technology.

C. AR/VR/Blockchain

Technologies such as blockchain, AI, AV, VR
and robots are driving innovation across
sectors in intriguing new ways. Take ﬁntech in
London - the combination of the traditional
strength of ﬁnancial services and one of the
world’s leading tech hubs are disrupting a very
traditional space making the UK the 2nd
largest ﬁntech market in the world. Growing
ﬁntech hubs in Manchester, Leeds and
Edinburgh all contribute to a sector worth over
US$ 9.1 billion. Similarly, when it comes to
virtual and augmented reality (VR/AR), a 2019
Immerse UK and Digital Catapult report shows
the UK is currently Europe’s largest market.
The investor landscape is rich and diverse. In
the sub US$ 1.3 million bracket, there is a
complex network of options such as
crowdfunding, angel investors, family ofﬁces,
and investor clubs. At the larger VC and the PE
end of the spectrum, a wide range of experts
and experienced professionals backed by wellregarded houses with no shortage of funds are
interested in high-growth technology
companies.

Talent and funding are key priorities. Investing
in the right talent is important because it
drives the development of a high-quality
product that could become a market leading
solution and allows the business to keep pace
with innovation. The other thing that keeps
CEOs up at night is funding - for without it there is little or no money for attracting top
talent which means you can’t afford the best
people to help you run the business.
When it comes to investment, it is imperative
to ﬁnd the right VC/PE house that’s the right ﬁt
for your business. Given the maturity and
sophistication of the whole business
ecosystem in the UK, the quality of
professional advice available to businesses
here is similarly both extensive and highly
experienced.
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The UK Government offers a number of
initiatives to support UK manufactures in
embedding technologies and greater
digitalisation. This ranges from ﬁnancial
support to government led initiatives such as
Innovate UK and Made Smarter.

D. Manufacturing Tech

COVID-19 is creating signiﬁcant disruption for
UK manufacturers and this continues to be
clearly reﬂected in BDO’s Q3 Make UK/BDO
Manufacturing Outlook survey results. In stark
contrast to the conﬁdence and investment
highs we saw in Q1 of 2020, these have sharply
dropped along with output and orders – falling
to levels comparable to the ﬁnancial crisis.

Public funding is available in the form of
rebates on corporation tax, and subsidies for
businesses. A key public funding tool that
companies can leverage is R&D tax relief and
development tax credit, which incentivises
companies to invest in projects that improve
existing products and processes. In addition to
this, capital allowances are a highly effective
way of reducing the after-tax cost of buying
plant, equipment, ﬁxtures and ﬁttings, and
acquiring, building, ﬁtting out or refurbishing
property.

Manufacturers have been forced to change the
way they operate – from addressing sudden
changes in demand, reconﬁguring their
factory ﬂoors to ensure staff safety, to sourcing
new suppliers due to disruptions in global
supply chains. Manufacturers navigating this
challenging environment will need to emerge
stronger, rethinking their ways of working and
one area of focus should be digital
transformation.

Offering more direct support is Innovate UK
which offers grants to support businesses in
driving productivity and economic growth.
Additionally, the Catapult Network, made up
of 9 technology centres and established by
Innovate UK, help businesses develop and
adopt new technologies.

The 4th industrial revolution and digitalisation
are fundamentally changing the way UK
manufacturers operate, communicate and
manufacture goods. It provides manufacturers
with a unique opportunity to utilise
technologies to add real value to their
business, their customers and supply chains.

On the back of industrial strategy and
following an industry-led review of how the UK
manufacturing industry can prosper through
digital tools and innovation, Made Smarter was
created. Made Smarter supports
manufacturers in their journey to digitisation.

According to BDO’s 2019 UK Manufacturing
Digital Transformation Report, almost half
(46%) of manufacturers now have a good
understanding of industry 4.0 technologies
and digital transformation, marking a seismic
shift in attitudes since the 9% reported in 2016.

Finally, according to BDO’s Manufacturing
Digital Transformation Report, the biggest
barrier that manufacturers face in carrying out
digital transformations is the lack of skills and
Make UK, the manufacturer’s organisation is
supporting the sector through training and
upskilling at its technology hub.

When it comes to manufacturing
technologies, a ﬁfth of manufacturers in the
UK are already using robots in their factories
and a further 29% are planning to invest in
autonomous or collaborative robots in the
future. But it is investment in cloud solutions
(52%), 3D printing for prototyping (46%),
modern Enterprise Resource Planning (ERP)
and Customer Relationship Management
(CRM) software that are currently proving the
most popular embedded technologies.
Looking ahead, manufacturers are planning to
embed technologies such as AI and machine
learning, data analytics and capital equipment
embedded with sensors in the future.

In uncertain times major investments in
robotics and AI may not necessarily represent
the best value for money for typical
manufacturers seeking to digitalise their
businesses. Instead of focusing on speciﬁc
technology features or tools, let business goals
for value creation lead the way and starting
small is often where the value proposition is
clearer. More modest ﬁrst steps like ensuring
CRM and ERP software are up to date can
improve productivity without the need to
invest millions in major projects.

The pace of technological change is incredible,
yet to date, the take up within UK
manufacturing has only been moderate and
will now likely be further impacted as
manufacturers focus on business continuity
due to COVID-19.
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Health care and life science innovation has a
lot of crossover and similarities with advanced
manufacturing technology. There are a
number of UK support organisations for these
sectors including Innovate UK, Made UK and
Catapult organisations. The Catapult Network
brings together 9 elite technology centres
established by Innovate UK as a long-term
investment in the UK’s economic capability.
Through R&D infrastructure, partnership
building and specialist knowledge, Catapults
help businesses accelerate the development,
deployment and adoption of new
technologies, bringing valuable products and
services into existence to compete in the
global markets of tomorrow.

E. Healthcare & Life Sciences

Healthcare and Life Sciences was already
ﬂourishing even before COVID-19 hit and is one
of the few sectors largely insulated from
COVID-19. The UK BioIndustry Association
reported that in 2019, there were more than 70
companies developing advanced therapy
medicinal products (ATMPs), 25 manufacturing
facilities, and 3 unicorn companies that each
reached over US$ 01 billion in value in the UK.
The number of clinical trials ongoing in the UK
grew by 37% compared to 2018. Looking
ahead, there is a signiﬁcant amount of interest
in looking at investing in blue-sky research and
not just for COVID-19.
On the downside, companies will have seen
that clinical trial resources may be absent or
redeployed from research activities and
regulatory affairs towards front-line care. A UCL
study found that the need for clinicians to be
on the frontline at the peak of the COVID-19
resulted in clinical research capacity being
reduced by up to 87% in England. There have
also been enormous disruptive effects on all
biomedical research that is not directly related
to COVID-19 - laboratories have closed,
conferences cancelled, and equipment supply
chains have a ground to a halt.

The Vaccine Manufacturing and Innovation
Centre (VMIC) was established to promote,
develop and accelerate the growth of the UK
vaccine industry. VMIC will bridge the gap
between research and expertise in
development and manufacturing so that new
vaccine products can enter clinical
development, which is a value driver in terms
of attracting funding for further development,
partnering with the pharmaceutical industry
for development to launch and contract
manufacturing. One of the core VMIC
objectives is to increase inward investment by
demonstrating the attractiveness of the UK as
the place to carry out this work.

The Association of the British Pharmaceutical
Industry reported that by the middle of May
2020 there were more than 1,000 clinical trials
ongoing with over 150 treatments being
tested. For example, since January, Gilead
Sciences has invested signiﬁcant capital to
establish a supply chain capable of large-scale
production of remdesivir which stops or
heavily delays replication of the COVID-19 virus,
which in turn reduces propagation and
spread. Another is dexamethasone, a cheap,
widely available corticosteroid which in a
major clinical trial proved to signiﬁcantly
reduce death rates of severely ill COVID-19
patients.

There are 2 different schemes for R&D tax
credits available: one for large companies and
one for small and medium enterprises (SMEs),
which potentially enables an R&D tax credit of
up to a third of eligible costs. If they already
have investment, companies should stay close
to investors, be clear on plans and understand
precisely how much it will cost to deliver in
terms of value creation. While early stage (preclinical) research was less impacted by COVID19, businesses need to be increasingly realistic
when it comes to the timing of commencing
or re-instating clinical trials, particularly those
without a COVID-19 focus.
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Policy Initiatives in The
Indian Startup Ecosystem
The Indian economy’s rapid development has
transpired it to be the 5th largest economy in
the world by the IMF. The 1990’s economic
liberalisation upgraded the mercantilist
mindset of Indian entrepreneurs and
transformed the economy towards an
entrepreneurial plunge. During this era, the
Development Financial Institutions supported
start-ups in the manufacturing sector with
seed capital and soft loans. Today, Indian
unicorns are embodied in sectors varying from
e-commerce, food-tech, ed-tech, ﬁntech,
hospitality to logistics.

The Government of India has initiated policies
to ensure that start-up businesses get
appropriate support:

Make in India

The Make in India initiative was launched by
Prime Minister Narendra Modi in 2014 to revive
the manufacturing sector by attracting
investments from domestic and foreign
companies. Policy experts resented the
‘protectionism’ methodology in Indian
businesses as it dissuaded foreign ﬁrms to own
assets in the country. They have begun to
prefer an environment wherein investors and
companies can invest freely in India and
encourage local entrepreneurship for which
they have been creating fast-track cells in the
country. The years 2015 to 2016 recorded the
highest FDI inﬂow after the FDI limit had been
increased in 15 sectors. For example, the
defence sector permitted FDI above 49%,
while 100% FDI is allowed in retail, telecom
services, ecommerce, construction, civil
aviation, Greenﬁeld pharmaceuticals and other
such services. The development of the
industrial corridors across the country will
augment commercial activities in India. The
National Industrial Corridor Development and
Implementation Trust has identiﬁed 5
industrial corridors that are Delhi Mumbai
Industrial Corridor (DMIC), Amritsar Kolkata
Industrial Corridor (AKIC), Chennai Bengaluru
Industrial Corridor (CBIC), East Coast Economic
Corridor (ECEC) and Bengaluru Mumbai
Industrial Corridor (BMIC) to power the
manufacturing sector.

The World Bank’s Index of Ease of Doing
Business ranked India 142nd in 2014 which has
drawn the attention of policymakers to the
regulations affecting the growth of SME’s.
Flourishing local businesses are important to
generate jobs and income that can be spent
and in turn invested domestically. Prior to the
modiﬁcations made in 2014, the Indian
business environment was anchored to rigid
rules and procedures and lacked ﬂuency. The
implementation of the infamous Angel Tax of
2012 levied on capital raised by start-ups from
domestic investors limited the scope of doing
business for domestic entrepreneurs. It was
introduced by policymakers to curb the
circulation of unaccounted money and
identify genuine start-ups. However, the
exemption of foreign investors from direct tax
created a biased level playing ﬁeld and
restricted an open market. In 2018, the
Government relaxed these rules and have
excused legitimate investors from the Angel
Tax. Since then policymakers have
concentrated on aspects of construction
permits, electricity, property registration,
protecting investors, paying taxes and trading
to facilitate the establishment of new
businesses. The enforcement of improved
business processes has opened new avenues
of opportunities for entrepreneurs. India has
been emerging as the hub for innovation and
emerging entrepreneurs in the start-up
ecosystem. As per the 2019 World Bank report,
India stands 77th on the Ease of Doing
Business Index, taking 26 days to start a new
business in India.

In 2015, the Digital India campaign ensured
that government services were made available
online. Through this initiative, the Department
for Promotion of Industry and Internal Trade
(DPIIT) has set a Single Online Clearance
System for several areas such as ﬁling income
tax returns, environment clearances and
extending the validity of industrial licenses.
About 200 permits required by different
industries from government divisions will be
available on an online portal. The policy
framework eliminates the unnecessary
procedural delays by replacing it with a

27

transparent user-friendly system through a
general incorporation form. The system has
digitised land acquisition and factory set-up
with the Online Building Permit Approval
System which allows applicants to track their
applications online. The digital transformation
will connect rural areas by developing digital
infrastructure and providing an easy access to
e-commerce companies. With an aim to boost
industrial development and increase the
performance of smaller ﬁrms, the newly
adopted regulations have reduced the time
period to get electricity connections for new
businesses to 15 days and extended the validity
of industrial licences to 7 years since 2016. The
Goods and Services Tax, a single tax on the
supply of goods and services from the
manufacturers to the customers has been
sanctioned from 2017 onwards. Through GST,
policymakers intended to centralise the supply
chain models for companies, to enable
companies to proﬁt from low logistics and
distribution costs. The new regulations have
eased entry norms for new businesses.

start-ups. The Startup Intellectual Property
Protection scheme will facilitate ﬁling patents
and trademarks which would help start-ups in
highly competitive markets.
With the establishment of the program, the
2017- 2018 Union budget saw amendments in
policies to empower SMEs. The reduction by
5% in the tax rate for corporates with lower
turnover and granting businesses with a
turnover of up to US$ 0.3 million (₹20 million)
and using digital modes for transactions, an
option to pay tax at a presumed proﬁtability of
6% of the total turnover were the major policy
boosters. The then Finance Minister, Arun
Jaitley announced that start-ups would have
to pay tax for 3 out of 7 years of tenure if only
they make proﬁts, giving them more freedom
to grow. The lower taxation would beneﬁt
around 96% of micro small and medium
enterprises. In the Union Budget of 2019- 2020,
Finance Minister Nirmala Sitharaman issued a
statement wherein 80 new livelihood and 20
technology incubators were introduced to
aspire young business minds. The Selfutilisation and Talent Utilisation (SETU)
provides technical assistance and incubation
to start-ups. Besides a smooth entry, a faster
exit is equally essential. The Insolvency and
Bankruptcy Bill of 2015 allows for voluntary
closure of start-ups. Additionally, tax
exemption was authorised on capital gains to
promote investments by mobilising gains
arising from sale of capital assets. In this way,
domestic funds can be directed towards more
promising avenues and can advocate
innovative ideas.

Startup India

Startup India was launched in January 2016 to
build a robust ecosystem for stimulating
innovation and generating large scale
employment. Today, India has evolved as the
3rd largest tech driven start-up ecosystem. In
order to minimise the overemphasis on the
high-tech sector, the initiative plans to
accelerate the start-up movement across
sectors like agriculture, healthcare, education
and manufacturing. It guarantees credit funds
to start-ups by making it mandatory for banks
to facilitate at least 2 projects per bank branch.
Start-up India tries to address gender disparity
in the business ecosystem. The
entrepreneurship policies emphasise
entrepreneurship especially among women,
scheduled castes and tribes by providing
ﬁnances of up to US$ 0.1 million (₹10 million)
to establish new businesses. This has the
potential for economic growth and
development. The new compliance regime for
labour and environment laws based on selfcertiﬁcation lowers the compliance costs for

The current approach of policymakers towards
the start-up ecosystem has prioritised funding
more than scaling up. SEBI’s Innovators
Growth Platform, a stock exchange for startups, will boost liquidity and diversify funding in
the start-up ecosystem across funding stages.
There is room for improvements in the ease of
doing business, certainty and liberalisation in
taxation policies and simpliﬁcation of
regulatory procedures, such as encouraging
government to procure from start-ups. The
multiplication in innovation centres and R&D
funding needs to be encouraged. By attending
to the B2B space, India is attempting to make
it easier to start a business.
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Policy Initiatives in
UK’s Ecosystem
The UK is a leading edtech and global ﬁntech
hub, with London operating as the 2nd largest
ﬁnancial centre in the world. London has one
of the world’s favourable ecosystem for
businesses to bloom while Manchester and
Liverpool rank 9th and Bristol ranks 13th on the
Top Emerging Ecosystem Ranking. The digital
entrepreneurship and technological progress
among business models play a signiﬁcant role
in driving economic growth.

Relief and Expenditure Credit. The Patent Box
commercialises intellectual property in the UK
by permitting companies to apply for the
lower rate of 10% Corporate Tax on proﬁts
earned from patented inventions. The Capital
Gains Tax can go lower than 20% and spare
certain companies from the tax. The early
stage funding provides investors up to US$
195,000 (£150,000) of their investment back in
income tax relief, while the R&D relief supports
companies that work on innovative projects in
science and technology. The government also
allocates tax reliefs to investors through
venturing capital ﬁnancing schemes. The Seed
Enterprise Investment Scheme is intended for
companies open to trade whereby tax reliefs
are offered to individual investors who buy
new shares in the company. The other
schemes like the Enterprise Investment
Scheme, Social Investment Tax Relief and
Venture Capital Trust help businesses grow.

The business environment in the UK is
characterised by a dense network of
entrepreneurs worldwide. The well-maintained
diplomatic ties with major economies are an
added beneﬁt to the creation of a stable and
transparent business environment. This intense
international connectivity fosters innovation
and expands the market reach of businesses.
The Global Entrepreneur programme assists
high-growth companies abroad to relocate to
the UK. This programme engages in
mentoring and providing business support to
non-UK based founders, to set up their
headquarters in the UK. The recent reforms
introduced in the Tier 1 skills-based
immigration system will serve as an incentive
for start-ups to enter the UK market. The startup visa is directed towards talented individuals
irrespective of their initial business funding.
The Innovator Visa route is navigable by more
experienced entrepreneurs who have the
capacity to invest US$ 65,000 (£50,000).
Policymakers intend to adopt a holistic
approach in which entrepreneurship is not
solely dealt as a business policy but also a
government concern.

During the ongoing COVID-19 pandemic,
policy leaders have centred their attention
towards helping businesses survive in these
troubled times. With the COVID-19 policy of
Job Retention Scheme, the government
promises to pay up to 80% of the wages for
workers being laid off while employers can
apply for payments of up to US$ 32,500
(£25,000) per worker per month. The
Coronavirus Future Fund supported the UK
based pre-revenue and pre-proﬁt companies
that relied on equity investment with
government convertible loans.
The UK ecosystem is recognised by 3 key
factors namely, the strength of the UK in
ﬁnancial services, the nature of consumers and
the regulatory environment. The regulatory
framework contributes to innovation in
ﬁnancial services, fosters competition and aims
at providing for customers. The government
has identiﬁed ‘Grand Challenges’ that are
hindering the productivity of industries. These
challenges range from AI and data to clean
growth, ageing society and mobility. Innovate
UK, a government initiative, provides
entrepreneurs an access to funds, opportunity
for partnerships and customers. They

The United Kingdom ranks 8th in the World
Bank’s Ease of Doing business Report and
holds the 27th rank on Paying Taxes indicating
the corporate friendly tax of 19% which is
amongst the lowest in the G7 and G20. To
welcome overseas ventures, the government
offers the advantage of selective tax
exemption, dividend exemption, no
withholding tax and interest deductibility. The
UK Research and Innovation funding supports
businesses ﬁnancially and through tax
incentives in the form of Patent Box, R&D Tax
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encourage businesses to collaborate with research organisations to overcome industrial challenges
through the Industrial Strategy Challenge Fund. The government invests approximately US$ 7.8
billion each year in research institutes, universities and Catapult centres so that emerging
technologies become commercially visible through research grants, accelerators and incubators.
The injected capital into technology start-ups attracts FDI and increases exports. Start-ups create a
competitive business environment under the inﬂuence of a well-integrated global market by
encouraging innovation among larger corporations and generating employment opportunities. They
provide efﬁciency gains to governments by establishing a competitive regulatory environment.
Policy makers have been opting for a community building perspective for sustainable development
of the ecosystem. The focus is shifting from start-ups to scale-ups, as it is less risky to invest resources
in companies that have succeeded in the Minimum Value Product stage. Across the UK, businesses
from the same industry cluster come together in a business vicinity, thereby facilitating access to a
larger pool of skilled labour, improving supply chains, sharing knowledge and R&D costs. There are
more than 50 enterprise zones in England and Wales and 16 in Scotland and Northern Ireland.
Through the 2012 National Planning Policy Framework, companies can beneﬁt from simpliﬁed
planning application processes, ﬁnancial advantages and business ready infrastructure. This project
is a self-sustaining structure adopted by the government, wherein it is important to discover tech
zones beyond the Greater London region.
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Investor's Perspective
There is little doubt on the signiﬁcance of the
role that investors play in start-ups. Although
in the conventional ﬁnancial terms, investors
are regarded as external stakeholders, an
investor does more than just bring funding to
the board. With the right mix, investors
contribute to the ideas, share their
experiences, bring connections and
spokespersons for the business.

E.g: Byju’s attempts to solve the problem of
lack of customised coaching, catering to
individual needs of each student. India has an
estimated student base of 250 million of
which roughly 71 million students attend
coaching classes. Given the size of the market
Byju’s only needs to target a very small
percent, say 1% i.e. 2.5 million students. The
company has a subscription type model which
is an annual purchase which forces a larger
ticket size. Perhaps, understanding of this
problem and solving it by way of a radical
solution is why Byju’s is the second–most
valued start-up in India.

In the domestic scenario, an embracement of
the start-up culture duly supported by
government funded programmes has resulted
in an increased interest by VC ﬁrms, who now
see India as a market with great untapped
potential.

ii. What is the solution to the problem?
Entrepreneurs need to understand what
aspect of product or services offered by them
add value to the user. The end product /
service should have a scope for acceptance by
a different market having similar problems.

However, an insight into the deal statistics
reﬂects the ground reality. In 2019, in India the
top 15 deals constituted about 40% of total
deal value, demonstrating that most funds are
valuing deal quality more than quantity. Thus,
an increase in the supply of capital doesn’t
necessarily mean that everyone gets a piece of
the pie. It thus becomes important to
understand which boxes need to be ticked to
catch the eye of investors. Although no 2
stories can ever be the same, we have
highlighted key investor considerations that
should be kept in mind while sourcing for
external funding.

iii. How is the market responding? While an
idea maybe ground-breaking on paper,
investors prefer to have quantitative details
supporting the claims. Market traction is an
indicator of customers accepting and
engaging with the product.
After securing title sponsorship for the IPL 20,
Dream 11 has become a household name and
secured a fresh round of funding. The sports
fantasy app that had around 2 million players
in 2016, now has approximately 83 out of the
100 million fantasy sports players in the
country indicating the strong acceptance of
the product from the target audience, being
avid sports watchers.

1) Business Viability:

While it is obvious that your business idea
needs to be viable, there is a need to
understand viability from the following
perspectives:
I. What is the problem you are looking to
solve? The understanding of the problem is
essential for success in the era where an
increased focus is not on selling what is made
but making what is needed and hence will be
sold. This identiﬁcation of the problem brings
clarity of the market size and within that, the
market share that can be realistically achieved.

31

2) Viability in the pandemic
and post pandemic world:

4) Skin in the Game:

Bootstrapping a start-up means starting lean
and without the help of outside capital. A
start-up which can survive and grow at a
decent rate with owner funds is attractive as it
tells investors that the founders know what
they are doing and the capital will be used to
scale up and expand rather than reﬁnance
existing debt and plug losses. It is truly said
that ﬁnance is only made available to people
who may actually not need it.

COVID-19 has clearly changed the way of life
for many. There is likely to be a change in
consumer habits, which shall also change the
shape of the market. While we continue to live
in uncertain times, few sectors that have seen
a boom are SAAS (Software as a Service) and
productivity tools, media and content,
communications, remote working
applications, gaming and cybersecurity. The
pandemic, while leaving most start-ups cash
strapped and stagnated, has played into the
hands of some tech businesses. It is eminent
that new opportunities will emerge, and
entrepreneurs should be on the lookout of
how they can meet the evolving needs of the
market. Start-ups need to ﬁnd ways to keep
their costs low and be ﬂexible with their
projections. Viability to survive, adapt and
evolve, coupled with control on costs are sure
shot winning parameters to attract serious
investors.

5) Professional Board:

Entrepreneurs prefer to start small and have
minimum payroll expense as possible,
especially in the initial years. As a business
grows and reaches a sizeable turnover, it
becomes necessary to seek professional
assistance to run several aspects of the
business because running a successful venture
involves much more than the core operations.
Areas such as management of ﬁnance,
marketing, sales promotions, acquisitions are
all important in the long run. Investors prefer if
the decision-making power is not
concentrated in one or a few people.
Onboarding professionals enables founders to
leverage the experience of seasoned industry
professionals. Mentored start-ups are more
likely to grow faster and raise more money.

In India, a start-up that has been beneﬁtting
from the current situation is the online
education technology company - Unacademy.
During the lockdown, it announced 20,000
free classes to get users on-board and has
since acquired an online coaching platform,
programming website, medical coaching
website and has swiftly made its way into the
prestigious unicorn club.

6) Valuation:

Traditional return ratios such as Return on
Capital Employed, Return on Equity, Internal
Rate of Return, Cash ﬂows etc. are sound
indicators of ﬁnancial performance. For
majority start-ups, however, these ratios don’t
paint the true picture and as a result are
substituted by other benchmarks of valuation.
Investors tend to focus mainly on value of
technology, strategic relationships in core
market, sales and growth projections, cost and
expenditure projections. Newer valuation
models which best explain the ideology
behind a start-up valuation, should be
adopted.

3) Economic Moat:

In any business, even if they have a ﬁrst mover
advantage, competition is bound to emerge
sooner rather than later. In such cases, they
need to determine how to develop an ability
to sustain their competitive advantage over
others to protect their market share, popularly
known as the economic moat, a term
popularised by the legendary investor, Warren
Buffet. While the core idea is the driver of
operations, the moat in most cases may be
different. Entities need to identify and ﬁercely
protect their moat - whether their moat is
customer service or their interface or their
intellectual property protection or their pricing
power or something else.

7) Timing Investments:

An important consideration for founder
entrepreneurs is the impact of external
funding on their control and autonomy of
decisions. While founders are allowed freedom
to run their venture in several ways, investors
like to have their say on some keys aspects of
how the business is to be run. The degree to
which founders are comfortable losing some
control for a rapid expansion should eventually
determine the investment decision. Other
factors businesses need to consider include
the goodwill or brand the investor brings in,
the stage at which the company is in its
development, scale of operations of
competitors and their growth rate.

Discount Brokering ﬁrm Zerodha, leverages
technology to make their trading platform as
user friendly as possible, thus eliminating the
need to call brokers to make trades. Their
moat is their user-friendly interface and
attractive pricing, resulting in Zerodha
becoming a preferred choice of retail
customers.
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8) Compliances:

10) Unlocking the value-Exit
Strategies:

Due diligence is a part of all deals and for
some investors compliance deﬁciencies found
in the due diligence can be a deal breaker.
Investors feel comfortable with companies
having a good track record of compliance and
no contingencies. The quality of the audits and
completeness of the compliances go a long
way to build investor conﬁdence. Neglecting
aspects of compliance can expose entities to
future scrutiny or litigation and these potential
costs are factored into by investors in their
assessment of companies.

Different investors have a different time
horizon – however, none of the investors can
stay invested indeﬁnitely. Entrepreneurs need
to plan with investors the possible strategies
for exit and the estimated value that they can
fetch. Exit strategies include dilution of
holding by sale to other investors in future
rounds of funding or plans for public listing in
few cases. Although there are several
contingencies involved, entrepreneurs can
have a tentative roadmap of their future
funding rounds to provide reasonable
assurance of an exit to investors.

9) Financial Statements –
Telling the true story?

Winning Team:

Financial statements of start-ups need to
reﬂect the economic reality rather than future
projections. The common problems that can
be observed in ﬁnancial statements include
incorrect application of accounting policies
especially in revenue recognition, valuation of
intangibles and lack of segregation between
personal and business expenses. Financial
statements should give a clear indication of
the operations at present and basis on which
the estimates given in the ﬁnancials have been
arrived at.

At the end of the day, any business is all about
the people running it. A great idea in the
hands of a team not persistent with their
efforts, may not see the light of the day.
Investors seeks entrepreneurs who are
passionate about their ventures and at the
same time are driven by the values that align
with those of the investors. As Warren Buffett
has rightly said “You're looking for three things,
generally, in a person: intelligence, energy, and
integrity. And if they don't have the last one,
don't even bother with the ﬁrst two”.
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Concluding Remarks
COVID-19 is causing economic losses and hitting businesses across the globe. As it is said that ‘In the
midst of chaos, there is also opportunity’; winners after the COVID-19 crisis would be those who were
digitally well-positioned and were able to quickly adapt their operations to the new reality by
implementing comprehensive emergency and stabilisation programmes.
In this era where change is indispensable and business environments are unpredictable, sustaining
growth and proﬁtability is never a guarantee. Technological and scientiﬁc advances have shortened the
product life cycles, business models are ever evolving, and new rivals crop from outside the industry. This
constant instability makes it necessary for a business to unleash its true potential in conﬂuence with the
new opportunities.
While it is fated that the big element of uncertainty as an outcome of Brexit coupled with the novel
pandemic will have its effect on the UK economy for years, the UK still remains a major market offering
multiple business opportunities. However, businesses need to gear up to be able to make optimum use of
this.

PRE ENTRY
Ÿ

Ÿ

Ÿ

Ÿ

Ÿ

Ÿ

Ÿ

Ÿ

Ÿ

Understanding of resources,
strengths and capabilities of
the business and the industry
Evaluating the consumer
segmentation and their
purchasing decisions
Studying the direct and
indirect competitors i.e
knowing the existing players
as well as analysing the
substitute industries
Monitoring the performance
of complementary products
and services
Understanding the
technological and scientiﬁc
developments and its impact
on the business environment
Assessing the business risks
and identify risk mitigation
mechansim
Analysing the market and
assess consumer as well as
investor needs
Using a variety of analysis will
help your business gain a
holistic view of opportunities
Rethink business

OPERATIONS

Ÿ Choosing an appropriate

CLOSURE & RESTART

Ÿ Revamping offerings to better

form of business

Ÿ Planning and implementing

Ÿ
Ÿ
Ÿ
Ÿ
Ÿ
Ÿ
Ÿ

Ÿ
Ÿ
Ÿ

a commercialisation chain
and estimating costs,
revenues, cash ﬂows and
ﬁnancing needs
Creating a winning team
Maintaining highest levels of
governance
Maintaining a business value
proposition
Evaluating government
offered incentives and
rebates
Exploring the unchartered
markets for additional
opportunities
Maintaining an acceptable
ﬁnancial base and operating
performance level
Addressing the customer
needs with need based
solutions and enabling to
strengthen their position in
the market
Improving employee
productivity and
management processes
Scenario planning
Adhering to regulations and
compliances
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Ÿ
Ÿ
Ÿ
Ÿ
Ÿ
Ÿ

meet customer needs or to
provide something new
Meeting new needs,
recalibrating their risk models
and reﬁlliing capital resources
Adapting scenario analyses
and stress tests
Scrutinising strengths and
weaknesses
Being cognizant of not
sacriﬁcing quality when
making product changes
Cost-beneﬁt analysis of
closing down versus
continuing business
Exit taxes
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