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Short Notes: 

Venture Capital and Business Incubators 

Venture capital: 

Venture capital is another source of funding for a start-up. It simply refers to the investments in 

the form of private equity or technical or managerial support by the well-off individuals or 

institutions, known as venture capitalists to support a start-up which has enormous prospects and 

growth potential in the long run.  This kind of investments comes with high risk and therefore, 

may enjoy higher return as invested in high growth potential start-ups. One major disadvantage of 

this kind of funding is that it gives the investor(s) a significant stake in the management and control 

of start-up and thereby giving rise to organizational conflicts. 

Business Incubators: 

Business incubators are companies/organizations that provide a start-up services such as 

management training, free or low-cost workspace, mentorship, expertise etc. to grow and sustain 

in the competitive market environment. Sometimes, they provide monetary assistances in the form 

of loans or investments in exchange for equity in the start-up. According to the definition given by 

the National Business Incubation Association (NBIA), business incubators play the role of a 

catalyst tool to endorse economic development at regional or national level. In India, academic 

institutes, venture capitalist firms, and non-profit organizations mainly play the role of a business 

incubators to support and promote a start-up. 

Accommodation and utilities 

On deciding the objectives and arranging the basic resources, the next important task for the start-

up owners becomes settling down the issues like where its business office is going to be 

established; how its business activities are going to be operated i.e. whether it will be operated in 

digital mode or from an outlet etc. These issues are very crucial and any mistake in attaining these 

issues may lead to massive problems for the start-up and, hence require a careful consideration of 

the two key factors which are discussed below. 



Nature of the product or service, the start-up is going to offer: It is the first deciding factor as for 

offering digital products or services, online or virtual office space is a priority to display everything 

about the products or services that the start-up is going to offer. Besides, if the start-up is going to 

offer a product or service that needs physical and direct customer demonstration, then the office 

should be set up in a well-connected/communicated place. Having a digital or virtual space may 

not work for such kind of products or services well. 

Cost of accommodation: The second issue in this regard is the cost associated with development 

of the office space whether virtual or physical. The owner (s) has to be very much careful regarding 

the matters like total cost for setting up of own store; store taken on rent/lease basis; its opportunity 

cost; length or period of such rent/lease; regular maintenance cost of the office space and cost of 

employing skillful human resources at/for the office.  

Utilities, on the other hand, signifies the cost associated with the ancillary part of daily operations 

of the start-up. It includes a wide variety of operational factors that are of huge importance and 

needed to keep the start-up functioning in its initial phase and in the long run, as well. It includes 

basic essential services such as water, electricity and fuel and other factors such as maintenance of 

office machineries and equipment, insurance, hygiene and sanitation, canteen and other welfare 

services etc. 

Preliminary contracts with the suppliers, vendors, bankers, principal 

customers 
Supplier Management and Service Contracts: Once the business objective in terms of clarifying 

its production process is determined, then arises the necessity to select proper supplier(s) for 

getting adequate and timely supply of the required raw materials for the smooth and uninterrupted 

flow of production and distribution. Here lies the importance of supplier management which 

includes formation of service contract and negotiation with the supplier(s) who will supply the 

standard quality raw materials in adequate and timely manner and at a reasonable price so that the 

ultimate price at which the desired products or services will be offered should commensurate the 

market demand. Supplier management is of utmost necessity to the start-up as it has strong bearing 

on the supply chain system. Any mistake in evaluation or selection of the proper supplier, may 

ruin the whole production process and ultimately, cause massive loss to the start-up. Therefore, 

while selecting the supplier(s), its proper evaluation in terms of its past records, service terms and 

conditions, timeliness, quality of supply etc. are to be taken in to consideration. 



Vendor Management and distribution Contracts: The start-up must be equally responsible and 

alert while selecting the vendor(s) who will bridge the gap between the start-up and the end-users. 

Here, vendor management plays a crucial role in terms of arranging the distribution contract 

between the start-up and the vendor(s). Vendor(s) are the essential part of the whole distribution 

channel as they provide a number of important information viz. existing market demand, 

prospective customer base in a particular area, buying pattern of the consumer, extent of market 

competition etc. to the management. These information help the start-up to plan its production 

volume, prepare a cost budget and estimate its prospective sales and specially, in deciding its 

selling terms. 

Fund management and Bank Contracts: Fund is the basic necessity for any business. Initially, 

though funds are arranged through several sources like angel investment, business incubators, 

venture capital and/or from any sort of personal contribution from the owner(s), but fund is always 

needed for running the operation smoothly at any stage of operation and development and 

therefore, banks and financial institutions have large role to play. These institutions offer several 

schemes and options to the start-up for having necessary funds in the form of loan either short term 

or long term. 

Customer Management and End-user/Sales Contract: Presently businesses are customer oriented 

and hence, customer satisfaction is their priority. Therefore, the start-up has to think of this area 

carefully as their objective is to grow big and survive in the long run and for achieving such goal 

what it requires badly is a strong customer base who are basically the revenue generators. Here 

lies the importance of customer management. Besides, the start-up has to be careful in displaying 

the detail information of its products or services, its price and availability, selling terms and 

conditions, return policy, warranties/guaranties, offer and discounts for bulk purchase, 

promotional offers, if any and so on. The start-up can either update its website with all these 

information on a regular basis or can inform the same at its physical store through direct 

interactions with the customer. These information are the pre-requisites to have successful sales 

contracts which ultimately, helps the start-up to form a strong customer base. 

Basic Start-up Problems 

A business may face a number of problems in its initial phase and subsequent phases, as well. A 

start-up is not an exception to it. These problems can commonly be categorized as financial 

problems and non-financial problems. Financial problems are related with financial 



issues/matters such as poor capital base or fund constraints and liquidity crunch or lack of 

working capital etc. while, non-financial problems may arise from several reasons such as 

inefficient management team leads to inadequate policy formation and poor strategic planning, 

weak human resource base results in inefficient team work in promoting products and services 

and thereby, failure in projecting marketing polices and achieving target sales, infrastructural 

issues like poor communication and technological supports and legal issues in terms of 

regulatory norms, grants and subsidies, tax reliefs etc., if not are in favour of the newly formed 

business, a start-up cannot prosper and hence, may collapse at an early stage. The above said 

problems can also be categorized as internal and external problems. Problems which lie within 

the organization can be termed as internal problems and problems which originate outside the 

start-up or the business may be termed as external problems. Here, in this regard it must be 

mentioned that the problems which originate within the organization, can be controlled to a 

greater extent with proper managerial skills and efficiencies and hence, can be considered as 

controllable problems but, on the other hand, market related problems like competition, sudden 

downfall in demand etc. and some other issues like sudden changes in existing laws and 

regulation, economic slowdown, and infrastructural loopholes etc. are beyond the control of the 

start-up and hence, can be termed as uncontrollable problems. 


