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Culture of Risk in Emerging T
Markets Drive Investor Behavnor 1

S
What They Will & Won'’t Fmance



For Example—Russian Oligarchs:
Plenty of S to Invest in Tech
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Reasons Why Wealth Not Invest in
Tech—Say Entrepreneurs

Reason #1 “Wealth Takes No Risk, Only
Invest in Sure Things”



$2 Billion Invested—No Customers, No Cash
Flow—Nastas Comment: “Gee—Seems like

Big Risk to Me”
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Reasons Why Wealth Not Invest in
Tech—Say Entrepreneurs

Reason #2 “Wealth Does Not Invest in
Start-up Projects”



Every Building Begins with a Hole in
the Ground
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Reasons Why Wealth Not Invest in
Tech—Say Entrepreneurs

Reason #3 “Tech is Small $”



Nastas Comment: “Gee—Seems Like Big $
to Me”
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Risks Typically
‘Bought’ by Wealth

‘Real Estate/Construction
Consumer, Food & Beverage
‘Retailing

*Mining & Minerals
*Manufacturing
*Agriculture/Fishing

Results Assured if Execution
is Successful



But the Risks of Tech are Too Much
for Investors in the Developing World

“Does a
Market Exist?”

“Will They Pay?”

“CWill “Do Customers

the Tech ‘Get It’?”
Work?”



Why this Fear?






That Even the Big Guys Fall!

With-Risk of Losing $$$



So Investors ‘Buy’ Certainty in the
Developing World


http://www.crunchbase.com/company/scoop-africa
http://www.crunchbase.com/company/maneno
http://www.crunchbase.com/company/veo-media-vietnam

So How Impact
the DNA of
Investors?

* for Tech/Innovation
* to Venture Stage SMEs
*Possible to ‘Shape’ Deals to

DNA of Investors?



Where the Risks Are in Execution,
& the Risks of Capturing
Opportunity are Zero



Success in Raising $ is as Much About
Your ‘Pitch’ as it is the Business
Model Selected & Executed



Execute Business Models Which
Match the Risk Behavior of Local § in
Emerging Markets—Risks Which
Domestic Investors ‘Buy’



Darberry, a Groupon
Clone, localized for
the Russian Market

1. Feb 2010—raise =$10k, programming, staff
of three.

2. May 2010—raise $50k, market launch,
staff of eight.

3. July 2010—raised $100k-for sales & mkting

4. August 2010—acquired by



Darberry Major Force in Catalyzing
the ‘Start-up of Russia:’ Tsunami of
E-Commerce Clones

Last Count, 80+ Seed Deals Transacted
45+ Early Stage SMEs

‘Total $ Committed>$1 billion

Deal Size, $100k-S90MM



A Small Sample of Russian
Transactions-Clones of US Models

Business Models

Where the ’\.GIS

Opportunity is
Assured

r@ travelmenu’
Poccua

ALTERGEO


http://www.zeptolab.com/
http://oktogo.ru/
http://www.sapato.ru/
http://www.2gis.ru/
http://www.gismeteo.ru/
http://www.metabar.ru/

Clones Circumvent the Risks that
Scare

* Low Investment to Copy & Localize
Technology Platform-Launch
($00,000-5000,000)

* Revenues Earned 2-3 Months after
Launch, Some in the $ Millions

* No Profits but Exponential
Revenue Growth

* 3-6 Months, Concept to Launch



Cloning as a Start-up Strategy

* Many Possess the Revenue & Investment
Characteristics of Expansion Stage SMEs

* Are Business Models which ‘Match’ the
Risk Behavior of Local $, i.e., Domestic
Investors in Emerging Countries



Cloning Impacts Investors’ DNA to
Risk

* Int’l Investors Typically Lead: Show the
Way Forward Since Many Invested in US
Biz Models

* Domestic Investors Follow, then Lead
Since Opportunity Risks are Minimal

« Execution Risks Remain, Risks that
Domestic Investors Willingly ‘Buy’



Clones Drive Innovation into the
Supply Chain

- Logistics and Delivery
- Payment Systems

- Investors Gain Experience Needed
for More Ambitious Investing as
the Market Develops



Which Explains Why Cloning is the
‘Virus’ Sweeping the Developing
World


http://www.crunchbase.com/company/peak-games
http://www.noktamedya.com/
http://www.crunchbase.com/company/buscape
http://www.crunchbase.com/company/africainteractive
http://www.crunchbase.com/company/twangoo-south-africa
http://www.crunchbase.com/company/webcash-south-africa
http://www.crunchbase.com/company/scoop-africa
http://www.crunchbase.com/company/naijapulse
http://www.crunchbase.com/company/maneno
http://www.crunchbase.com/company/silicon-nile
http://www.crunchbase.com/company/yallabuyit
http://www.crunchbase.com/company/veo-media-vietnam
http://www.crunchbase.com/company/phagia-vietnam-social-commerce
http://www.crunchbase.com/company/innovateit-solutions
http://www.crunchbase.com/company/foldees
http://www.crunchbase.com/company/saling-silang
http://www.crunchbase.com/company/water-stone
http://www.crunchbase.com/company/gfg-group
http://www.crunchbase.com/company/hotel-sri-nanak-continental

Business Models which Impact
Investor DNA



Drive the Creation of Start-up
Communities—Innovation & Venture
Capital Ecosystems—in Emerging
Markets






Solution #2: For
Investors

Solution #1: For
Entrepreneurs

Grant schemes which advance
innovation thru commercialization—
improve the quality/quantity of IP for
market acceptance, e.g., model to
$85MM Tech Commercialization
Project in Kazakhstan
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*Elitkenéntauoghep & read


http://scalingupinnovation.com/?p=737
http://scalingupinnovation.com/?p=737

*Click links to open & view docs

Ability to motivate investors,
Governments & donors—stakeholders with
(often) conflicting objectives—to commit
energy and $ to make dreams a reality
$100MM-N. America $15MM-Europe
$315MM-Africa $40MM-Russia
$85MM-Kazakhstan

‘Scale up’ the amount & diversity of $ for SMEs

Yes use multiple strategies & structures to invest +
mentor local investors to build a tech portfolio

Selectively expose banks to finance tech + mentor
in execution (my bank SME successes in Russia)

Deploy grants for commercialization; results 1st&2nd
$22MM invested
In 21 Kazakhstani projects---in just 18 months

Rethink SME creation from university tech & grants
to finance international tech transfer

Manage projects & SMEs to international corporate
governance principles & practices

Nastas Member—Board of Directors in 18 SMEs; USA &
Emerging Markets. Read my contributions

Access latest thinking in tech & entrepreneurship

| mentor at—Singularity Univ & Unreasonable Institute



http://singularityhub.com/2012/08/23/exclusive-21-proposals-for-a-better-future-from-singularity-us-2012-class/
http://unreasonableinstitute.org/profile/tnastas/
http://unreasonableinstitute.org/profile/tnastas/
http://scalingupinnovation.com/wp-content/uploads/2012/09/Tom-Nastas-Board-of-Directors-Appointments-English1.pdf
http://scalingupinnovation.com/wp-content/uploads/2012/09/Tom-Nastas-Board-of-Directors-Appointments-English1.pdf
http://scalingupinnovation.com/wp-content/uploads/2012/05/Nastas-Ltrs-of-Confirmation-in-English.pdf
http://scalingupinnovation.com/wp-content/uploads/2012/05/Nastas-Funds.jpg
http://scalingupinnovation.com/wp-content/uploads/2012/11/Nastas-experience-by-deal-structure.jpg
http://scalingupinnovation.com/wp-content/uploads/2013/01/Training-docs-of-Nastas.pdf
http://www.ivipe.com/ivi/pages/reason4.htm
http://scalingupinnovation.com/wp-content/uploads/2013/01/IVI-Training-Implementing-the-TPF-Model-in-Europe.pdf
http://scalingupinnovation.com/wp-content/uploads/2013/01/Accomplishments-and-Results-of-Nastas-in-SME-Bank-Lending-Programs-in-Emerging-Markets.pdf
http://scalingupinnovation.com/wp-content/uploads/2013/01/Accomplishments-and-Results-of-Nastas-in-SME-Bank-Lending-Programs-in-Emerging-Markets.pdf
http://scalingupinnovation.com/wp-content/uploads/2013/01/ISCB-Grant-Award-Slides-2011.pdf
http://scalingupinnovation.com/wp-content/uploads/2013/01/ISCB-Grant-Award-Slides-2011.pdf
http://scalingupinnovation.com/wp-content/uploads/2013/01/Final-Grant-Awards-in-Kazakhstan-June-2012.pdf
http://scalingupinnovation.com/wp-content/uploads/2013/01/Final-Grant-Awards-in-Kazakhstan-June-2012.pdf
http://scalingupinnovation.com/wp-content/uploads/2012/10/Nastas-Final-Report-to-Rusnano-23-June-2010.pdf
http://scalingupinnovation.com/wp-content/uploads/2012/10/Nastas-Final-Report-to-Rusnano+-MoUs.pdf




{4 B4
I ve GOt Yo u r | lived, invested and worked hand-in-hand

1) with entrepreneurs & investors
Bac k | left Michigan in 1992 to Canada & Europe. Then
Africa, Kazakhstan & Russia

| financed this expansion myself, with much energy
yet few coins in my pocket

No safety net to protect me—much fear, uncertainty &
insecurity in execution

| experienced the risks & barriers which your investors &
entrepreneurs face—learned to survive then thrive

My successes + failures & detours—gives me the deep
understanding of investing, execution and entrepreneurship that
you face in countries with:

different economic environments & legal regimes

weak/developing financial markets, especially the high cost & limited
amounts of $ from banks & investors

cultural attitudes toward risk & failure—and solutions to overcome



See the Details—Business Models
Which Raise $, Catalyze a Start-up
Community in Your Country


http://youtu.be/dMWOjZF0CrA

Thomas D. Nastas

Tom®@IlVipe.com
www.scalingupinnovation.com
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http://www.linkedin.com/in/thomasnastas

Tel. +1.517.899.1432/+7.985.923.4727
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