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Synopsis

In this new era of venture capitalism, success is about more than just the next big idea.
It's about the ability to execute that idea effectively and responsibly. VCs are placing
their bets on companies that understand the value of governance and, in doing so, they
are shaping the future of funding in the startup world.
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In the ever-evolving landscape of venture capitalism, one constant remains:
pursuit of the next big thing. Venture capitalists (VCs) always seek the next

disruptive innovation that promises to yield substantial returns on their
investments. Yet, a new trend is emerging that is reshaping the way VCs
approach their investments. It places equal emphasis on the groundbreaking
technology or idea as well as on the governance structure of a startup. This
evolving approach is changing the game and shaping the future of funding in
the venture capital world.

VCs are not your average investors. They are strategic partners who bring
much more to the table than just capital. This engagement often materialises
through board representation or advisory capacities. By sitting at the table,
VCs can influence decision-making processes, provide guidance and ensure
the startup is on the right path. Their industry acumen, experiential insights
and expansive networks can chart the startup's trajectory and ensure
alignment with prevailing market exigencies.

VCs have traditionally focused primarily on the innovation and potential of a
startup, often overlooking governance and management. They were driven by
the allure of revolutionary ideas and their potential to disrupt markets.
However, as the tech world matures, they have embraced the importance of
strong governance.

Here's why:

The power of governance: Startup governance includes policies, procedures
and framework by which a company operates and makes decisions. Strong
governance is about establishing transparency, accountability and efficiency.
It ensures that a startup operates effectively, remains compliant with laws
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and regulations, and mitigates risks. It's about more than checking boxes. It's
about setting the stage for long-term success and responsible growth.

One reason VCs are beginning to bet on startup governance is risk mitigation.
Early-stage investments are inherently risky, but a well-structured governance
model can help minimise risks. It can reduce the chances of mismanagement,
legal issues or internal conflicts that can cripple a startup. When VCs invest in
companies with strong governance, they not only protect their investments
but also increase the likelihood of success.
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Sustainability and long-term growth: Startup governance isn't just about
reducing risks. It's also about ensuring sustainable and scalable growth. A
solid governance structure encourages a startup to plan for the long term,
fostering stability and resilience. When VCs invest in companies with robust
governance, they essentially plant seeds for future growth. These companies
are better equipped to navigate challenges and adapt to market changes,
making them more attractive investment opportunities.

Attracting talent: Another aspect of strong governance is the ability to attract
and retain top talent. Employees, especially in the tech sector, are increasingly
seeking companies that value transparency, fairness and ethical practices.
Startups with good governance practices are more likely to attract the best
minds in the industry, enabling them to innovate and grow faster.

Market reputation and exit strategies: VCs are not just investing in a startup,
they are investing in a brand, a vision and a future. A startup with a reputation
for strong governance is more likely to earn the trust of customers, partners
and potential acquirers. It's an asset in exit strategies, such as acquisitions or
IPOs. Companies with good governance are more attractive to larger
corporations and public markets.

The bottom line: VCs are increasingly realising that investing in startup
governance is not just an ethical choice but also a strategic one. The landscape
is shifting towards a focus on sustainability, responsibility and long-term
growth. Startups that prioritise governance are more resilient, more attractive
to top talent and more appealing to potential exit partners.

In this new era of venture capitalism, success is about more than just the next
bigidea. It's about the ability to execute that idea effectively and responsibly.
VCs are placing their bets on companies that understand the value of
governance and, in doing so, they are shaping the future of funding in the
startup world. The road to innovation and profit is now paved with
transparency, accountability and strong governance. It's time for the
investment community to recognise that investing wisely means investing in
governance.

(Disclaimer: The opinions expressed in this column are that of the writer. The facts and opinions
expressed here do not reflect the views of www.economictimes.com.)
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Intheeverevolvinglandscape of venture
capitalism, one constant remains: pur-
suitof thenextbigthing. Venture capi-
talists (VCs)always seek the nextdisrup-
tive innovation that promises toyield sub-
stantial returnson their investments. Yet,
anew trend isemerging that isreshaping
the way VCs approach their investments.
It placesequal emphasison the ground-
breaking technology or ideaaswellas
on the governance structure of astartup.
This evolving approach is changingthe
gameand shaping the future of funding
in the venture capital world.

VCsarenot your average investors.
They are strategic partmers whobring
much moreto the table thanjust capital.
This engagement often materialises th-
roughboardrepresentaﬁon or advisory
capacities. By sitting atthetable, VCs
can influence decision-making Processes,
provideguidance and ensure the startup
is on the right path. Their industry acu-
men, experiential insights and expansi-
venetworks canchartthe startup’stra-
jectory and ensure alignment with pre-
vailing market exigencies.

VCs have traditionally focused pri-
marily onthe innovation and potential
of astartup, often overlooking govern-
ance and management. They were dri-
venby theallure of revolutionary ideas
and their potential todisrupt markets.
However, as the tech world matures,
they haveembraced the importanceof
strong governance.

Here’swhy:

» The power of governance: Startup go-

and framework by whicha company
operates and makes decisions. Strong
governance isabout establishing trans-
parency, accountability and efficiency It
ensures thatastartupoperates effective-
ly, remains compliant withlaws andre-
gulations,and mitigatesrisks. It'sabout
more than checking boxes. It’sabout
setting the stage for long:term success
and responsible growth.

Onereason VCsare beginning tobet
on startup governance isrisk mitigati-
on. Early-stage investmentsare inher-
entlyrisky buta well-structured gover-
nance model can helpminimise risks.It
can reduce the chances of mismanage-
ment, legal issuesor internal conflicts
that can cripple astartup. When ¥Csin-
vest in companies with strong goyern-
ance, they notonly protect their invest-
ments but alsoincrease the likelihood

COESS.
» Sustainability and long-term growth:
governance isn’tjust aboutredu-
cingrisks. It'salso aboutensuring sus-
inable and scalablegrowth. A solid gov-
ernance structureencouragesa startup
toplanfor thelongterm, fostering stabi-
lity and resilience. When VCsinvestin
companies with robust governance, they
essentially plant seeds for future growth.
These companies are better equipped to
navigate challengesand adapt tomarket
changes, making them more attractive

investment opportunities.
» Attracting talent: Another aspectof
ng governance isthe ability toat-
tract and retain top talent. Employees,
especially in the tech sector, are incre-
asingly seeking companies that value
transparency, fairness and ethical prac-
tices. Startups with good governance
practices aremore likely toattractthe
best minds in the industry, enabling
them to innovateand grow faster.
p Market reputationand exit strategies:
VCs arenotjust investing inastartup,
they are investingin abrand, avision
anda future. Astartup witha reputation
for strong governance ismore likely to
earn the trust of customers, partners and
potentialacquirers. Isanasset inexit
strategies,suchas acquisitionsor IPOs.
Companies with good governance are
moreattractive tolarger corporations
and publicmarkets.
» Thebottom line: VCsare increasingly
+ pealising that investing in startup gov-
ernance isnotjustan ethical choicebut
alsoastrategicone. The landscapeis
shiftingtowardsafocus on sustainabili-
ty, responsibility and long-term growth.
Startups that prioritise governance are
moreresilient, more attractive totop
talentand moreappealing to potential
exit partners.

Inthisneweraof venture capitalism,
success isabout more than just thenext
bigidea. It’sabout theability toexecute

that idea effectively and responsibly.
VCs are placing their betson companies
that understand the value of governan-
ceand, indoing so, they are shapingthe
futureof funding in the startup world.
The road toinnovationand profitisnow
paved with transparency, accountabili-
ty and strong governarnce. It'stimefor
the investment community to recognise
that investing wisely means investingin
governance.
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