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I meet a number of people - entrepreneurs, VCs, PE firms, etc who all are looking for insight into 

market entry/investment.  

 

I give them a simple framework - S P F 

 

S for Size of Formal and Informal market value in Rs crores 

 

P for profitability of the formal market, EBITDA% 

 

F is the fragmentation of the formal market. It is true that in most markets, the No. 3 does not 

have a market share of more than 10% 

 

I would allocate 33 points for each of the variables S, P, and F. 

 

I have given the possible scoring in the attached 5 slides. See what's the cutoff for entry! Of 

course, there will always be entrepreneurs and investors who buck this logic, but that's rare and 

not the general rule!! 
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