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ABSTRACT

Entrepreneurship can take many forms ranging from the small to large both in terms of size,
velocity of growth, and eventual impact. For instance, a small and medium business, running
operations for sustenance or cash flow is an entrepreneurial venture. It could be an old
business operating for decades, passed from generation to another, or a new business started
over the last few months. In this broad spectrum of entrepreneurship, the study focuses on
entrepreneurial organizations, known as startups, specifically the ones that will have
tremendous economic impact. Ones that will exemplify the notions of nation building. Most
of these organizations tend to also grow very rapidly, unlike say a family business that may
have grown over several decades, these startups tend to achieve rapid scale within a few
years. In the academic literature, such startups, have been called Scale-Ups or Gazelle’s.
Some academic literature also discusses High Growth Firms (HGFs) which is a larger set of

firms that can encapsulate these scale-ups.

This study has three phases with the goal of understanding factors that drive scale-ups and
helping understand how regulators and the Indian government can help grow these high

velocity entrepreneurial organizations through venture capital and pension funds.

The first phase of the study starts by conducting semi-structured interviews (guided by

grounded theory) of individuals involved in Scaleups including entrepreneurs (both
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successful and failed), board members, executive recruiters, investors, and academics to
understand extrinsic factors that can help support, grow, and enhance scaleups. Our research
findings led to three primary findings. First, the most critical ingredients outside of well
understood intrinsic factors such as founding team and business strategy is risk capital. This
is a form of capital that is predominantly invested in equity instruments, with a long
gestation period, an expectation of outsized return, and with a high probability of loss.
Second. Venture Capital and Private Equity (VCPE) funds are the best mechanism to grow
risk capital in an economy. Third, institutional capital such as pension funds can be a critical

link in growing Indian VCPE.

The second phase of the study is quantitative and conducts unpaired T-tests and panel data
analysis on U.S. Pensions with the goal of assessing the impact of pension returns on VCPE
allocations. The data used has over 210 pension plans from 2000 to 2021 and accounts for
95% of state and local pension assets. The results here indicate positive returns for allocation
towards VCPE asset class among a broad array of asset classes including public equity,
fixed income, real estate, etc. The T-tests compare population of pension funds that allocate
to alternatives with ones that don’t allocate to alternatives. Furthermore, T-Tests contrast
different levels of allocations among various pension plan groups. The T-Tests indicate

statistically significant superior returns among allocators to VCPE.

The third phase is a combination of qualitative and quantitative analysis with a lens on
Indian pension and VCPE market to meaningfully propose recommendations for the Indian
Government, PFRDA (Pension Fund and Regulatory Development Authority) for pensions,

and other regulators such as RBI (Reserve Bank of India) for banks, IRDA (Insurance
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Regulatory Development Authority) for insurance companies, and SEBI (Securities and
Exchange Board of India) for asset management. This phase highlights asset allocation
guidelines by PFRDA for Indian pensions and builds a model for forecasting returns based
on higher allocation to equity and alternatives. Furthermore, this phase builds an illustrative
portfolio using Markowitz and stochastic techniques using the last twenty-year NIFTY 50,
fixed income, and venture capital returns. The study concludes that higher allocation to

public and private equity within certain guidelines will help improve returns.

Overall, the study helps achieve its three primary objectives. First, the study creates a link
between systemic availability of risk capital in an economy and scaleups. This helps build
the linkage of high velocity entrepreneurship with institutional capital such as pension funds
and provides tangible and concrete recommendations to start strengthening this link for
encouraging the symbiotic relationship between scaleups and risk capital for the benefit of
the overall Indian economy and entrepreneurial community. Second, utilizing the U.S.
pension data, the study helps establish the incremental return benefit of alternatives and
utility in the context of entrepreneurship. The entrepreneurial ecosystem boost through
pensions is a key insight. Further, it underscores the potential for higher returns for
pensioners through allocation to alternative asset classes. Third, the study, narrates the
Indian pension system and its asset allocation in great details and helps provide concrete
recommendations and future areas of study. The results here again serve a dual purpose: the

explicit returns and the implicit growth of entrepreneurial support and ecosystem.

In summary, this compendium of work has attempted to evoke discussion and insights by

linking the critical area of scaleups with Institutional capital and pensions. This study has
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outlined various drivers, both extrinsic and intrinsic, have been detailed in the context of
Indian entrepreneurship, venture capital, and pensions. Various issues of importance around
Alternative Investment Fund (AIF) allocation, liquidity creation, etc., have also been
discussed in detail based on expert opinions. The study is probably the first in the country
to provide a qualitative overview of NPS and subsequent discussion on the rationale for
current portfolio asset allocation in composite schemes. The cross-linkages of returns,
venture capital, innovation, and pension are novel in nature and create avenues for future

areas of research.

The overall body of work should serve as a starting point for new policy formulation and
bring together a new facet of institutional capital, by way of pensions, for consideration by

the government to further catalyze entrepreneurship in India.
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R

3TfUdr s HUl B 8 Ibd! g, THR, fderg & 1fd 37R 3ifdq T & 31da & 81 J da

g3 ddb | 30T & Ty, STifdasT AT Akl UaTg & v Jamed &3 aTdT U Biel 3R Jeuq
AT Y 3THT IGH 1 TE SRIDbI A Il I8 Yeb YRMT HaHT &l FebdT 8, i1 Yeb Ulet A
I WISt T 13T STt &, A1 fUse $© HeHl H S fdsar 1T Tes 937 G &1 ehaTl &
JEAAT & 9 ATUE WagH H, 3TI ITH! FeAT W & Hfed T &, foie wiésm &
B H STHT ST &, [0S B0 F I Y STeRexd 3Mfeids THTa STeiiT| d i1 Isg fAAT0T bt uRomsii
T 3STEROT BT | S0 I HAfEBil 1o ggd dsil A d6d 8, Vb UTRATR g & faudia

ST s &orepl W AT 81 FebdT &, A WIET B guf & Hiaw dsil ¥ YA gIfbe Yd 2|

37BIE e HIfecd H, TH RIENY BT Tbel-317 AT Tolel Hal SIIdl &1 PO ABIGHG Allecd
3= fder wAf (HGF) W MY <@l d 8 S AT T T I8T THE & oIl 84 Whol-370 Bl

guTfed &R Jhd 2l

39 3T b d9 TRUT B, SHBT T8 37 BRPI bl THSHT © SIT Whel-379 Bl 3T daId 8
3R Ig FHEH H Heg &d & b b fafHamdes 3iR YR SRR 3 Yoit 3R 42 e &

AT I 37 3= T dTel 3THT TTeA] bl fdbad &3 § 7 &Y Jbd &l
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3G BT UgelT IRUT JTHAT (T 3R 3B &), dI &b i, BrIBRT Hdldbdiil,
fAarerept 3R ferenfal afed wWrersry # 2nfiet cfaal & 3nf-IRfTd AT&TahR (IT3ss 2t
aRT fHferd) 3mfSid ¥ Y BidT © difeh STel BReI Dl FHST ST Hb I Wbl AT BT
THeH, faedm R gfg B o Hee B Febd &1 AR MY (sl 7 diF yreifties febsif bl
ST f3T| Wed Ugd, TERATIe < 3R AT Y0 S 378! avg ¥ JHel ST arel
ARG BRPI b e e He YU dcd SITEH YSil 21 T Yoit Pl Yeb BY 8 Sl G BY

A sferrdt seghcq & fder fbar Sirar €, o oidt srafer §Y srafa, ¢ Red 6 3afle 3k

B bl IS FHTEGET BIdt 81 T doR Bfded 3R yrgde sfaaet (VCPE) %8 Tdb
37T H SEH Yoit e & feiv Fery 31esT a7 21 dIRT, U2 s St HEITTd Yoit

YRR VCPE &1 §¢M H U HE YUl el &l Hebdil 2l

375 T GERT TRUT HIEATCHS @ 3R VCPE 376 TR Y2 Red & Y9Td &1 31Tehel B &b
1&g b T Y.UH. UM R 3YfTHA S-U1&(u7 3R YeT ST faQelsur el &1 39T febu MY
ST H 2000 F 2021 e 210 ¥ 3778 Yo AT & 3R I8 1531 3R Tty ter aREufaay
BT 95% TwaT &1 Tel uRvrm ardsifies sfaxidl, ffead 3ma, srret Gufa snfe afgq uiegufa
aif B Tes faqgd S&eT & &9 VCPE URufa aif &t 31K 31ded & iy IaRTeAs Red &1
ohd < &1 S-URI&T0T YoM ThE I 3TTETET BT gl Bd & ST fddbed! B 3mdfed aid & 3R
SiT faepedl @l 3rrdfed T8l ¥ 81 g 3relran, S-wigrun fafd=1 Yo T Igl & e
371G & Tafi=T TaRT & ofier goiT &ed &1 S-UR1&fT VCPE & 3Tdcehl o &t Hifedehid Bu

I HE@yut 98k Red &l Heobd <d 2|
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JRERT TROT MR U2 3R dHETYTE ITSTR TR Ueh of | o H12f UTTcHD 3N HTSTcHS fdoeiur
BT TP JAISMH &, S YR WWPR, Y2H & fay dUm3mREy (Ued we 3R fHame fdem
ATfeesRoT) R 3= et S fob depl & fei 3TReT31mE (YRdtar Retd dep), sitar dafHat
& feIQ MEIREN (AT AT fdery wrfdeon 3iR aReufa gdvd & fog Jdt (R
gfavfd 3R T 7 a1) & feg Hrefes Bu A RHHIRe RdTfdd PHdr 81 Ig TRUT R UM
& feIQ TUB3REIT gRT URFTT 3Mmde fEemAdei o Hehrel STefdT & 37 gfarict 37K fadbedl
& 67 3= 3MTded & AHR R Red bl Hidsgarit a1 & {6y e Aisel 941dT 81 38b
37CTTdT, g TROT fUBe & el &b NIFTY50, Ffesid 313 37k 384 Ysit Red &1 3uanT &k

AT {fdesT 3R WLIBREP bl Bl SUANT b Ydh 3aIgIUTcHE YIchiferd! §41dT 8l

Pl THATRR, 3T 3794 i YTfHeb 38231 T UTed i | Hag Bdl & | o Ugel, 3regad
Ueh 37T H SIIEH Goit bl GUTANTd UGS 3R Thel37d & &I Ueh el gTdT 8l
I UM U8 SR TR Yot & Tl 3T I ITFLAeTdT & Hal Bl g N Heg Bdl g 3R
HHY HRAI 3refeea?r 3R 3gH! T & oM & o Thasrd 3R Siifed goil & o
Tesildl Gae BT NHTed B3 & I 53 Bl Bl Hoidd H &b fofg 31T 3R a1 f[Awriel

T&H BT 8| G, STARDT YA ST T 3UANT Bd §U, 3T IaHdl & HeH H fabedl

3R 3ITAIfTar & gigefta Red @™ BT Te1fid &3 § Heg &xdT &l UM & HiegH I 3aHt
ITRIRITART o BT STaT AT Ueh HEcdYUT 3dgIS &1 SHb 3TeTldT, Tg debledes YRIFUT amlf
P 3Tded & HIEgH A YeAHITT & foig 3w Red b mdr ol Ww@ifdsd BedT 81 di,

3T, YRAI Y2 YoTel! 3R 38 URYUfd 31mded I 9gd fawdR ¥ drar & 3R 3
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BRI 3R 3T P VT &% &F USH &3 | WS Beal &1 Tl URUITH e & U aled

32T BT AT Bd & wee Re 3R 3grwt wwefF 31k wilkfafad! d & siafifed afgl

GAY H, 59 BRI HUE 7 GXRITTT Yoit 3R Y2 &b HIY Whel31y P HEaqUl & bl Siigehy
Tt 3R 3 Y ST &1 Yo foar 21 g9 3reed A fafi=1 =metepl, arar 31 31afie
SHI BT @ifdsd fbaT 8, fSime YRt 3arfra, 3er Ysit 3R YoM o e # favgd B J garan
TIAT 21 dobicteh A9l BV (TTSYW) 3MTeed, alatdl (HATuT 3711 & 3IRIUT & Hed & fafi=
el IR MY TIQIv3il I I & TR W &R § =i &1 7 g1 Ig 3793 HHAd: 32l BT Ugell
3T ¢ ST QUG BT UTIcHD 3Tdel b Yeld Rl & 3R S8 d1e FHY A1 H g/
UIEtIfeal URITf 3MTded & 3iifacd W I=ii &edr g1 Red, 3gw goil, Tam™R 3R 42F &
pIg-feicbol Uepfd W 7Y & 3R 31gHUM P Hid= & &1 P ey I e1d 2|

DI BT FHY b1 78 Hifd (HT0T & f6Y Ueb YRM feig o U H B1H BT ATeV 3R WRd
§ 3GfHdT ol 37R 31feie 3R B &b oy TBR gRT faerR & iy o & Aregd F TR

Uil & Qeb Y Uge] Pl Teb H1Y oM AT(RT|
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