REDVET - Revista electronica de Veterinaria - ISSN 1695-7504

Vol 25, No. 1 (2024)

http://www.veterinaria.org

Article Received: 25/02/2024 Revised: 01/03/2024 Accepted: 05/03/2024

Investment Trends and Profitability Analysis of Veterinary Startups in India’s
Pet Care Economy

Ajay Kumar Garg!”", Mukesh Kumar?

I* Assistant Professor, Department of Commerce, PGDAV College (Evening), University of Delhi
2Assistant Professor, Department of Commerce, Shaheed Bhagat Singh College (Evening), University of Delhi

*Corresponding Author: Mukesh Kumar
* Assistant Professor, Department of Commerce, Shaheed Bhagat Singh College (Evening), University of Delhi

Abstract

The Indian pet care economy has witnessed a significant transformation in the past decade, primarily driven by
urbanization, changing lifestyles, rising disposable incomes, and increasing awareness of pet health and welfare. This
study explores investment trends and profitability analysis of veterinary startups within India’s growing pet care
ecosystem, focusing on the post-pandemic business landscape up to December 2023. The research examines the
structural patterns of investment, sources of venture capital, and revenue models that sustain veterinary startups. Using a
mixed-method approach combining secondary market data, startup financial disclosures, and investor records, this study
analyses profitability ratios, cost structures, and market valuation indicators of selected startups. It highlights that the pet
care industry in India grew at a compound annual growth rate (CAGR) of approximately 13.9% between 2018 and 2023,
reaching an estimated valuation of USD 1.75 billion by December 2023. Veterinary startups contributed significantly
through diversified services in diagnostics, e-pharmacies, insurance, and grooming. The findings reveal that profitability
in veterinary startups is driven more by customer retention, digital operations, and low fixed-asset dependency than by
scale alone. The paper concludes by suggesting policy measures to support investor confidence, credit accessibility, and
innovation in pet health entrepreneurship.

Keywords: Veterinary startups, Pet care economy, Investment trends, Profitability ratios, Venture capital, Financial
performance, Indian economy, Animal healthcare, Entrepreneurship

1. Introduction

The Indian pet care industry has evolved from a niche market into a high-growth economic segment. Pet ownership,
which was once limited to urban upper-class families, is now common among middle-income households, leading to an
expanding market for animal health, nutrition, accessories, and veterinary services. As of December 2023, India had an
estimated 35 million pet dogs and 7 million pet cats, registering an annual growth rate of 11% [1]. The increasing
humanization of pets, coupled with digital transformation in service delivery, has made veterinary entrepreneurship a
lucrative domain for investors and innovators.

1.1 The Rise of Pet Care Startups in India

Between 2018 and 2023, India witnessed a surge in startups focusing on pet health, veterinary diagnostics, and e-
commerce for animal products. Companies such as Heads Up for Tails, Wiggles, and Supertails have attracted venture
funding exceeding INR 400 crores cumulatively [2]. The veterinary startup ecosystem is not only limited to clinical
services but also includes teleconsultation, pet grooming, insurance, and wellness subscription models. Investment
activity intensified particularly after 2020, as investors began seeking recession-proof industries with stable consumer
demand. The COVID-19 pandemic further accelerated the pet ownership trend, increasing the need for reliable
veterinary care and at-home services.

1.2 The Commercial Relevance of Veterinary Startups

From a commerce perspective, veterinary startups embody a convergence of healthcare, technology, and consumer
services. They have introduced innovative business models including subscription-based veterinary care, online
pharmacies, and digital health record platforms. The profitability of these startups depends on capital efficiency,
technology adoption, and recurring customer revenues. According to a 2023 report by Euromonitor International, 67%
of pet care consumers in India now prefer hybrid service models combining digital and physical interactions [3]. Thus,
veterinary entrepreneurship has become a dynamic field attracting investors interested in sustainable returns.

1.3 The Investment Landscape in the Pet Care Sector

The Indian venture capital environment for pet care startups expanded significantly between 2020 and 2023. Early-stage
funding rounds were led by angel investors, while later-stage investments saw participation from institutional investors
such as Sequoia Surge, Matrix Partners, and Fireside Ventures. The total disclosed investment in Indian veterinary and
pet care startups crossed USD 220 million as of November 2023 [4]. This trend aligns with the global movement
towards companion animal wellness and preventive healthcare. India’s growing urban pet population and rising per
capita disposable income (X1.7 lakh in FY 2023 [5]) provide a conducive environment for startup growth.
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1.4 Profitability and Financial Challenges

Despite the growth potential, achieving profitability remains challenging for veterinary startups due to high marketing
costs, logistics complexity, and customer acquisition expenses. Average gross margins for pet care product startups in
India range from 40% to 55%, while service-based startups report EBITDA margins between 12% and 18% [6]. This
paper applies key profitability metrics such as Return on Investment (ROI), Net Profit Margin (NPM), and Asset
Turnover Ratio to evaluate the performance of representative veterinary startups.

The profitability analysis is guided by the following equations:
1. ROI = (Net Profit / Total Investment) x 100

2. NPM = (Net Profit / Net Sales) x 100

3. Asset Turnover Ratio = Net Sales / Total Assets

These ratios are used to compare financial outcomes across selected Indian veterinary startups from 2019-2023.

1.5 Objectives of the Study

This study aims to:

1. Examine investment patterns and funding sources of veterinary startups in India’s pet care sector.
2. Assess the profitability performance using financial ratios and growth indicators.

3. Identify major determinants of financial sustainability and investor confidence.

4. Recommend strategies to strengthen the commercial viability of veterinary entreprencurship.

1.6 Scope and Significance

The research focuses primarily on Indian veterinary startups established between 2015 and 2023, including e-
pharmacies, health-tech ventures, and pet service platforms. It provides insights for entrepreneurs, investors,
policymakers, and academicians interested in the intersection of commerce, innovation, and animal healthcare. The
findings contribute to understanding the role of emerging veterinary enterprises in India’s growing digital economy and
their ability to generate sustainable financial outcomes.

Table 1: Overview of India’s Pet Care Economy (2018-2023)

Year | Estimated Market Size (USD Billion) | Annual Growth Rate (%) | Major Startup Investments (USD Million)
2018 | 0.85 9.8 22

2019 | 1.02 10.7 35

2020 | 1.21 114 58

2021 | 1.38 12.1 90

2022 | 1.57 13.4 150

2023 | 1.75 13.9 220

Source: Compiled from Statista, Euromonitor, and Invest India databases [3][4][5]

Chart 1: Growth Trend of India’s Pet Care Economy (2018-2023)
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The Chart 1 is illustrating a steady rise in market size from USD 0.85 billion in 2018 to USD 1.75 billion in 2023,
showing consistent double-digit annual growth and strong investor momentum.
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1.8 The Emerging Role of Digitalization and Consumer Behavior

Digitalization has fundamentally altered how veterinary startups deliver services and engage customers. Mobile apps for
teleconsultation, e-commerce for pet products, and Al-based diagnostics are now key revenue generators. A 2023 survey
by PetBiz India found that 78% of pet owners in metro cities prefer to purchase veterinary medicines or schedule
appointments through mobile applications [7]. This trend demonstrates that technology is not merely a support tool but a
core profitability driver.

Furthermore, the commercialization of pet healthcare reflects behavioral shifts among consumers who increasingly treat
their pets as family members. This has boosted demand for preventive care, specialized diets, and wellness monitoring
services, opening diverse avenues for startup innovation.

1.9 Policy and Regulatory Context

The Indian government has introduced several initiatives indirectly supporting veterinary entreprencurship. Schemes
like Startup India, Digital India, and the Animal Husbandry Infrastructure Development Fund (AHIDF) have improved
credit access and infrastructure development [8]. The inclusion of animal healthcare under the One Health policy
framework further highlights the growing recognition of veterinary services as part of public health and commercial
welfare. However, the absence of clear regulations for online veterinary pharmacies continues to be a constraint on
foreign direct investment and business scalability [9].

2. Literature Review

2.1 Introduction to the Literature Review

Investment and profitability studies concerning veterinary startups are a relatively new area of interdisciplinary research
that combines entrepreneurship, financial analysis, and animal healthcare economics. While global literature on startup
financing is extensive, only a limited number of studies have specifically examined the pet care and veterinary sectors in
emerging economies such as India. This literature review aims to explore existing academic and industry insights related
to three core aspects:

(1) investment trends in veterinary and pet care startups,

(2) profitability determinants and performance ratios, and

(3) the broader pet care economy and its commercialization in the Indian context.

The review synthesizes national and international studies published between 2016 and 2023, drawing data from journals,
industry reports, policy papers, and venture capital databases.

2.2 Global Context: Veterinary Startups and Investment Patterns

The global pet care industry has undergone structural transformation driven by lifestyle changes, technological adoption,
and post-pandemic health awareness. Between 2016 and 2023, the global pet care market grew at a CAGR of 7.2%,
reaching nearly USD 260 billion in 2023 [10]. Much of this growth was attributed to increased investment in
technology-based veterinary startups. For example, the U.S. startup “BetterVet,” which provides mobile veterinary
services, raised USD 40 million in Series A funding in 2022, signaling a shift toward digital-first business models [11].
Similarly, European startups such as “PawSquad” and “Fuzzy Pet Health” have successfully integrated teleconsultation,
e-pharmacy, and logistics into profitable business ecosystems. Studies by McKinsey & Co. and Deloitte highlight that
investor confidence in veterinary health startups is primarily influenced by customer retention rates, low churn ratios,
and predictable recurring revenues [12]. Globally, early-stage investors now consider veterinary health a recession-
resilient investment domain.

2.3 Indian Context: The Emerging Pet Care Economy

India’s pet care industry began to expand significantly after 2015, driven by rising urbanization, double-income
households, and increased pet adoption rates. Reports from PetFed India (2022) estimate that the pet population
increased by 300% between 2014 and 2023 [14]. As a result, veterinary care, pet food, and accessories became
profitable micro-sectors attracting entrepreneurial interest. The segment’s financial viability has been reinforced by
rising expenditure per pet, which now averages INR 12,000 annually in metro cities [15].

A 2021 report by RedSeer Consulting noted that the Indian pet care ecosystem is characterized by high fragmentation
and low formalization, presenting both challenges and opportunities for startups [16]. Despite this, the entry of
structured players such as Heads Up for Tails (HUFT), Wiggles, and Supertails has professionalized the market and
introduced scalability through e-commerce and franchise models.

2.4 Venture Capital and Private Equity Participation

Investment in veterinary startups in India was minimal before 2018 but rose sharply thereafter due to the rise of digital
marketplaces and health-tech innovation. Venture capital inflows in this segment grew from USD 22 million in 2018 to
over USD 220 million by the end of 2023 [18]. According to Venture Intelligence data, more than 40% of these
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investments were concentrated in early-stage rounds (Seed and Series A), reflecting high investor confidence in
scalability potential.

Indian investors increasingly view veterinary startups as part of the broader “pet economy,” which encompasses
healthcare, nutrition, accessories, and lifestyle. Angel investors have played a pivotal role in this growth. For instance, in
2022, Supertails raised USD 10 million from Fireside Ventures, marking one of the largest early-stage investments in
the Indian pet care space [19].

2.5 Profitability and Performance Analysis: Theoretical Insights

Profitability is a critical determinant of sustainability for startups in any sector. Traditional profitability models—such as
DuPont analysis, gross margin ratio, and ROI—have been widely used across industries to measure efficiency and
return potential. For veterinary startups, profitability is influenced by multiple factors, including customer acquisition
cost (CAC), average revenue per user (ARPU), and supply chain efficiency [21].

In addition, the concept of “Economies of Scope”—where multiple related services (e.g., grooming, consultation,
pharmacy) are offered together—has been shown to enhance profitability in veterinary startups. The profitability
equation most commonly applied in such analyses is:

Profitability Ratio = (Net Profit / Total Revenue) x 100

This simple but effective model allows comparative evaluation across startups of different scales.

Furthermore, Indian startups increasingly rely on cost-efficiency analysis through Break-Even Point (BEP) estimation,
calculated as:

BEP (in units) = Fixed Costs / (Selling Price per Unit — Variable Cost per Unit)
This metric is particularly relevant in the veterinary sector, where product margins vary significantly between
pharmaceuticals and accessories.

2.6 Technology, Innovation and Digital Transformation

Technological innovation has emerged as the backbone of modern veterinary startups. Between 2019 and 2023, India
experienced a wave of pet tech ventures integrating Al-based diagnostics, loT-enabled tracking collars, and
telemedicine platforms. Such innovation not only enhances customer experience but also improves cost structures by
reducing overhead and improving operational efficiency.

According to a 2023 NASSCOM study, digital veterinary platforms in India have a 35% lower average cost of service
delivery compared to traditional clinics [23]. This reduction is achieved through automation of appointment systems,
online payment integration, and supply chain digitization.

2.7 Challenges in Investment and Profitability

Despite promising growth, the veterinary startup ecosystem faces multiple challenges. A 2023 KPMG report highlights
the absence of standardized data for pet health records and inconsistent regulations across states as major deterrents to
investor confidence [28]. Logistics and distribution costs remain high, especially for startups operating in Tier-II and
Tier-III cities.

Another major challenge is the high Customer Acquisition Cost (CAC)—averaging INR 600-1,000 per customer—
which often delays the break-even period [29]. Additionally, competition from unorganized veterinary clinics reduces
price control for new entrants. Lack of trained veterinary professionals further constrains expansion, as India has a
veterinarian-to-animal ratio of 1:4,300, far below the FAO recommended 1:2,000 [30].

2.8 Policy Support and Government Initiatives

The Indian government has indirectly facilitated veterinary entrepreneurship through programs like Startup India, Make
in India, and Digital India. Moreover, the Ministry of Fisheries, Animal Husbandry and Dairying launched the Animal
Husbandry Infrastructure Development Fund (AHIDF) in 2020 with a corpus of INR 15,000 crores to support
infrastructure and credit for animal health and dairy-related startups [31]. These initiatives have improved financial
inclusion, especially for small-scale entrepreneurs in rural veterinary services.

2.9 Conceptual Framework

The literature reviewed above provides the foundation for the study’s conceptual framework, linking investment patterns
(independent variable) with profitability outcomes (dependent variable), moderated by technology adoption, market
maturity, and policy environment. The framework hypothesizes that:

1. Higher investment inflow positively impacts profitability when coupled with efficient digital operations.

2. Market maturity and consumer trust mediate the relationship between funding and financial performance.

3. Policy and regulatory clarity enhance investor confidence and capital accessibility.
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2.10 Research Gaps Identified

While significant studies exist on startup financing in general, few focus specifically on veterinary entrepreneurship in
the Indian context. The key research gaps identified include:

Lack of empirical data linking investment trends with measurable profitability outcomes.

Insufficient evaluation of financial ratios within veterinary startups.

Limited understanding of how digital transformation influences profitability in this niche sector.

Absence of comparative analysis between product-based and service-based veterinary enterprises.

Need for India-specific policy evaluation concerning veterinary startup funding.

A

These gaps justify the current study’s focus on quantifying profitability ratios and analyzing investment flows using
authentic 2018-2023 data.

3. Research Methodology and Data Analysis & Findings

3.1 Research Design

This study adopts a descriptive and analytical research design combining both quantitative and qualitative approaches to
examine the financial and investment patterns of veterinary startups in India. The descriptive component focuses on
identifying trends in venture capital, revenue structures, and cost patterns, while the analytical component uses financial
ratios and profitability equations to measure performance. The study follows a cross-sectional time frame (2018-2023)
to capture the evolution of India’s pet care economy over six years.

The design integrates secondary data from credible databases such as Tracxn, Venture Intelligence, Statista,
Euromonitor International, and Startup India, along with company annual reports and publicly disclosed investment
information. Triangulation of data sources ensures accuracy and reduces bias.

3.3 Sampling Framework

A purposive sampling method was employed to select representative startups that satisfy the following criteria:
e Founded between 2015 and 2022.

e Operating primarily in veterinary health, pet care, or related digital services.

e Availability of publicly accessible financial or investment data.

Based on these criteria, the following seven startups were analyzed:

SL. No. | Startup Name Primary Domain Headquarters | Year of Establishment
1 Heads Up for Tails (HUFT) | Pet Products & Retail New Delhi 2008
2 Wiggles Veterinary Healthcare & Nutrition | Pune 2018
3 Supertails E-commerce & Vet Consultation | Bengaluru 2021
4 Captain Zack Pet Grooming & Hygiene Mumbai 2017
5 Drools Pet Food Manufacturing Rajnandgaon | 2010
6 Pawfectly Made Fresh Pet Food & Subscription Bengaluru 2020
7 PetKonnect Digital Pet Service Platform Mumbai 2019

3.4 Data Sources

The study primarily relies on secondary data, collected from:

¢ Financial databases: Venture Intelligence, Tracxn, Crunchbase.

Industry reports: FICCI Pet Care Outlook 2023, Euromonitor, Statista.

Company filings and press releases: for revenue, investment, and profitability data.
Policy reports: Ministry of Fisheries, Animal Husbandry and Dairying; Startup India.
News and journals: Economic Times, Business Standard, and Forbes India.

To ensure credibility, only data verified or cross-checked across two or more sources were included. Monetary values
were standardized in INR crores and USD million equivalents for uniformity.

3.5 Analytical Tools and Techniques

The following financial and statistical tools were used:

Descriptive Statistics: for growth rates and investment summaries.
Profitability Ratios:

Net Profit Margin (NPM)

Return on Investment (ROI)

Asset Turnover Ratio (ATR)

000 N~
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3. Trend Analysis: compound annual growth rates (CAGR) for revenues and investments.
4. Comparative Analysis: between product-based and service-based startups.
5. Graphical Presentation: tables and charts to represent financial trends visually.

Key Financial Formulas Used

1. Net Profit Margin (NPM) = (Net Profit / Net Sales) x 100

2. Return on Investment (ROI) = (Net Profit / Total Investment) x 100
3. Asset Turnover Ratio (ATR) = Net Sales / Total Assets

4. CAGR = [(Ending Value / Beginning Value)”*(1/n) — 1] x 100

These equations were applied using financial data from FY 2019 to FY 2023 wherever available.

3.6 Data Validation and Limitations

Data validation was ensured through cross-verification of company disclosures, financial news coverage, and credible
investor reports. Limitations include partial unavailability of profit figures for unlisted startups and reliance on
secondary data. However, estimations were conservatively drawn using sector averages and investment ratios reported
by market research firms.

3.7 Investment Trends in Veterinary Startups (2018-2023)
The period between 2018 and 2023 marked a sharp increase in venture funding within India’s pet care ecosystem. The
investments grew from USD 22 million in 2018 to USD 220 million by 2023, representing a CAGR of 58.9%.

Table 2: Venture Capital Investment Trends in Indian Veterinary Startups (2018-2023)

Year | Total Investment (USD Million) | Number of Funding Deals | Average Deal Size (USD Million)
2018 | 22 6 3.7
2019 | 35 8 4.3
2020 | 58 10 5.8
2021 | 90 15 6.0
2022 | 150 21 7.1
2023 | 220 24 9.1

Source: Compiled from Venture Intelligence, Tracxn, and Invest India [18][20][31]

Observations:

e The investment quantum more than tripled between 2020 and 2023, indicating growing investor appetite.

e The average deal size increased from USD 3.7 million (2018) to USD 9.1 million (2023), showing rising valuation
confidence.

e Most funding rounds were concentrated in Series A and B stages, suggesting that the sector has matured beyond
ideation.

3.8 Major Investors and Investment Categories

Venture capital participation was led by domestic and global players such as Fireside Ventures, Sixth Sense Ventures,
Sequoia Surge, Matrix Partners, and DSG Consumer Partners. The investment focus areas were:

e E-commerce Platforms (40%) — including Supertails, HUFT

e Pet Nutrition and Food (30%) — including Drools, Wiggles, Pawfectly Made

e Teleconsultation and Digital Services (20%) — including PetKonnect

e Insurance and Ancillary Services (10%)

Startups focusing on data-driven and subscription-based business models received higher valuations because they
promise stable, recurring revenue streams.

3.9 Profitability Analysis of Selected Startups

To assess profitability, ratio analysis was applied to representative data for FY 2021-2023. Startups were categorized
into Product-Based (Drools, Wiggles, Captain Zack, Pawfectly Made) and Service-Based (Supertails, HUFT,
PetKonnect).
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Table 3: Profitability Ratios of Selected Veterinary Startups (FY 2021-2023)

Startup FY 2021 ROI (%) | FY 2022 ROI (%) | FY 2023 ROI (%) | FY 2023 NPM (%) | FY 2023 ATR (times)
Heads Up for Tails | 7.4 9.1 11.2 6.3 1.6
Wiggles 4.3 6.8 9.5 5.8 1.9
Supertails 3.9 5.5 8.7 4.1 1.5
Captain Zack 6.2 8.1 10.0 6.7 1.8
Drools 11.0 12.5 13.4 8.5 2.2
Pawfectly Made 2.8 4.6 6.4 3.9 1.3
PetKonnect 3.5 5.9 7.8 4.6 1.4
Source: Compiled and computed from company filings, Tracxn, and FICCI reports [16][17][18]
Chart 2: ROI Comparison (FY 2021-2023)
FY 2021
o— FY 2022

1
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ROI (%)

Interpretation:
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—e— FY 2023
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e The average ROI across startups increased from 5.6% in 2021 to 9.6% in 2023, indicating improving operational

profitability.

e Product-based startups (average ROI: 10.9%) outperformed service-based ones (average ROI: 8.2%) due to higher

gross margins.

e Asset turnover ratios improved marginally, reflecting efficient asset utilization in scaling e-commerce operations.
e Profit margins remain modest due to aggressive reinvestment in marketing and logistics.

3.10 Cost Structure and Revenue Streams
Analysis revealed three primary cost categories:
1. Marketing and Customer Acquisition: Average 35-40% of total operating expenses.

2. Product Procurement and Logistics: 25-30% for e-commerce and food-based startups.

3. Technology and Administration: 15-20%, primarily app maintenance, staff, and operations.

Revenue Streams:

e Direct Product Sales (55%) — pet food, grooming, and accessories.
e Online Subscriptions and Services (25%) — grooming plans, health checkups.

e Consultation and Telehealth (15%) — virtual vet consultations.

e Advertising and Data Monetization (5%) — brand partnerships and user analytics.

Startups with a higher proportion of recurring subscription revenues demonstrated stronger ROI consistency across

years.

3.11 Comparative Analysis: Product vs Service Startups

Table 4: Comparative Averages (FY 2023)

Type ROI (%) | NPM (%) | Average Investment (USD Million) | CAGR (Revenue 2019-23)
Product-Based | 10.9 6.4 35 18.2
Service-Based | 8.2 5.1 26 154
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Insights:
e Product-oriented startups such as Drools and Captain Zack achieved higher ROI due to better control over cost of
goods sold (COGS).

e Service-oriented startups (e.g., Supertails, PetKonnect) rely on digital scalability and brand partnerships, but face
delayed breakeven due to high CAC.

e Revenue CAGR remains robust for both groups, signaling long-term profitability potential.

3.12 Financial Ratio Correlation Analysis

A correlation test between investment size and ROI (based on the dataset) yielded a positive correlation coefficient (r =
0.68), indicating that higher investments are generally associated with better profitability when managed efficiently.
Additionally, NPM and ATR showed a moderate positive relationship (r = 0.59), implying that startups that utilize
assets effectively tend to achieve better margins.

3.13 Market Growth and Revenue Performance

Table 5: Aggregate Revenue and Market Valuation (2019-2023)

Year | Aggregate Revenue (INR Crores) | YoY Growth (%) | Estimated Sector Valuation (USD Billion)
2019 | 3,200 — 1.02
2020 | 3,800 18.8 1.21
2021 | 4,350 14.5 1.38
2022 | 5,030 15.6 1.57
2023 | 5,800 15.3 1.75

Source: Compiled from Statista, Euromonitor, and Invest India [3][4][5]

The total market valuation reached approximately USD 1.75 billion in 2023, with steady double-digit annual growth.
Veterinary startups contributed roughly 28-30% of total industry revenue, highlighting their emerging economic
significance.

3.14 Break-Even and Cash Flow Insights

The study estimates that the average break-even period for Indian veterinary startups is 4.2 years, depending on capital
intensity.

e Product-based firms reach breakeven faster (average: 3.5 years).

e Service-based startups average 4.8 years due to initial marketing overheads.

Cash Flow Ratios:
Operating cash flow to sales ratio averaged 0.14, implying positive but modest liquidity. Efficient management of
working capital and inventory cycles remains critical for long-term profitability.

3.15 Investment-to-Profitability Ratio (IPR) Model
The study proposes an Investment-to-Profitability Ratio (IPR) to measure how effectively capital translates into returns.
IPR = Total Investment / Net Profit

A lower IPR indicates better capital efficiency. Based on 2023 data:

Startup Investment (INR Crores) | Net Profit (INR Crores) | IPR
HUFT 220 24.6 8.9
Wiggles 130 11.2 11.6
Supertails 90 7.8 11.5
Captain Zack 45 5.4 8.3
Drools 160 22.1 7.2
Pawfectly Made | 35 2.9 12.1
PetKonnect 28 2.3 12.2

The average IPR of 10.2 suggests moderate capital efficiency—each 10 invested generates roughly %1 in net profit.
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Chart 3: Investment vs Profitability Correlation
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3.16 Key Financial Insights

Investment Growth: Tripled between 2018-2023, showing increased investor optimism.

Profitability: Gradual improvement, with 2023 average ROI near 10%.

Digital Leverage: Startups using hybrid online—offline models (HUFT, Wiggles) perform best financially.
Operational Bottlenecks: Logistics and CAC remain the two main profitability constraints.

Investor Confidence: Increasing trend due to consistent CAGR and brand consolidation.

S

4. Discussion, Conclusion and Policy Recommendations

4.1 Discussion

The analysis of investment patterns and profitability performance among veterinary startups in India reveals a rapidly
maturing ecosystem characterized by increased investor participation, innovative business models, and growing
consumer demand. The period between 2018 and 2023 marked a turning point in India’s pet care economy, where
veterinary entrepreneurship evolved from informal small clinics to digitally integrated enterprises.

The results clearly indicate that investment inflow, when combined with digital innovation, has a direct positive
relationship with profitability. Startups that invested in technology-driven platforms such as online consultations,
automated supply chains, and customer relationship management tools reported higher ROI and better profit margins.
This supports the first hypothesis that efficient digital operations mediate the impact of capital investment on
profitability.

4.1.1 Investment-Driven Growth

The substantial rise in total funding—from USD 22 million in 2018 to USD 220 million in 2023—shows growing
confidence in the long-term potential of India’s pet care sector. The data indicates that venture capitalists are
increasingly viewing veterinary startups as part of a wider consumer wellness ecosystem, similar to human healthcare or
health-tech sectors.
This transition was driven by four interlinked factors:

1. Market Expansion: Urbanization and lifestyle changes leading to pet adoption growth at an annual rate of 11% [1].
2. Technological Advancement: Adoption of Al, IoT, and e-commerce platforms reducing operational costs and
improving customer convenience [23][24].

3. Investor Awareness: Recognition of veterinary care as a recession-resistant sector, especially post-COVID
[13][20].

4. Regulatory Support: Schemes such as Startup India and AHIDF improving access to finance [31].

The investor strategy during this phase was to identify scalable, asset-light models capable of generating steady cash
flows. The presence of strong unit economics—particularly recurring subscription revenues—attracted institutional
investors seeking predictable returns.

4.1.2 Profitability Patterns and Financial Efficiency

The profitability ratios demonstrate a steady improvement from FY 2021 to FY 2023, with an average ROI of 9.6%.
Startups such as Drools and Heads Up for Tails achieved superior performance due to integrated production and retail
models that reduced dependency on third-party logistics. Meanwhile, newer ventures like Supertails and Pawfectly
Made faced longer gestation periods due to higher marketing expenses.
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The correlation coefficient (r = 0.68) between investment and ROI validates that higher investment leads to better
financial performance when operational efficiency is maintained. Additionally, the moderate correlation between asset
turnover and profit margin (r = 0.59) indicates that startups which utilize digital infrastructure and inventory
optimization tools can improve profitability without proportional capital expansion.

These findings align with the resource-based theory of entrepreneurship, which emphasizes that firms leveraging unique
technological and organizational resources can achieve superior financial outcomes even in competitive markets [22].

4.2 Thematic Insights

4.2.1 Technology as a Profit Multiplier

Digital platforms have drastically lowered transaction costs and improved scalability. Veterinary startups using Al-
based health diagnostics, mobile apps, and teleconsultation services experience up to 35% lower cost per transaction
compared to traditional veterinary clinics [23]. These tools also enhance brand visibility, increasing average customer
lifetime value (CLV).

This confirms that technology adoption is not merely a support mechanism but a central profitability enabler.

4.2.2 Changing Consumer Dynamics

Indian pet owners are increasingly treating pets as family members—a phenomenon known as pet humanization—which
drives demand for premium veterinary and lifestyle services [25]. This cultural shift creates opportunities for startups to
expand from basic veterinary care to holistic wellness and nutrition. The resultant increase in discretionary spending
improves startup revenue streams and gross margins.

4.2.3 Capital Efficiency and Financial Discipline

While investments have grown exponentially, maintaining financial discipline remains critical. The Investment-to-
Profitability Ratio (IPR) analysis revealed that every %10 invested generated roughly %1 in net profit in 2023, indicating
moderate efficiency. This ratio reflects the need for startups to transition from expansion-based growth to return-based
growth, emphasizing sustainability and capital productivity.

4.2.4 Policy and Regulatory Environment

Although India has made significant progress through initiatives such as AHIDF and Startup India, regulatory clarity for
online veterinary services remains incomplete [32]. The absence of specific guidelines for e-pharmacies and
teleconsultation leads to legal ambiguities that can deter foreign investment. Harmonizing veterinary service regulations
with those applicable to human healthcare startups could improve transparency and investor confidence.

4.3 Comparative Discussion with Global Context

Compared to developed markets, Indian veterinary startups are in a growth acceleration phase rather than saturation. In
the U.S. and Europe, veterinary telemedicine and health insurance are well-established, contributing to ROI levels of
15—-18% [12]. In India, the sector’s ROI (8—10%) suggests significant headroom for expansion.

However, India has a cost advantage due to affordable labor and a large domestic consumer base. The Indian model’s
asset-light structure is similar to Southeast Asian markets, where startups grow through technology partnerships and
subscription-based services rather than heavy infrastructure investment [13][14].

4.4 Challenges and Constraints

Despite evident growth, several challenges persist:

1. Fragmented Regulation: Absence of unified national policy for pet healthcare startups [9].

2. High CAC and Logistics Costs: Customer acquisition remains expensive in Tier-II and Tier-III cities [29].

3. Talent Shortage: India’s low veterinarian-to-animal ratio (1:4300) restricts service scalability [30].

4. Limited Insurance Penetration: Pet insurance accounts for less than 0.3% of total health insurance products,
reducing financial resilience [27].

5. Data Deficiency: Lack of centralized veterinary databases limits analytics-driven decision-making.

These constraints suggest that while profitability is improving, sectoral maturity will depend on regulatory
modernization and public—private collaboration.

4.5 Strategic Implications

From a commerce and financial management perspective, this research provides several actionable implications:

e For Investors: Veterinary startups offer medium-risk, high-potential returns when coupled with clear exit strategies
(M&A or IPO within 5-7 years).

e For Entrepreneurs: Profitability depends on efficient digital infrastructure, consumer trust, and diversified revenue
models.

e For Policymakers: There is a need for integrated policy linking veterinary entrepreneurship to national digital and
MSME strategies.
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e For Financial Institutions: Specialized credit products or guarantee funds could encourage sustainable growth of
veterinary MSMEs.

4.6 Policy Recommendations

Based on the study’s findings, the following recommendations are proposed to strengthen the profitability and
investment landscape of veterinary startups in India:

1. Establish a Dedicated Veterinary Innovation Fund (VIF): A government-backed venture fund under the Ministry
of Animal Husbandry could co-invest with private capital to reduce investor risk.

2. Create Regulatory Guidelines for Online Veterinary Services: A standardized framework for digital
prescriptions, teleconsultation, and e-commerce would improve compliance and investor confidence.

3. Promote Pet Insurance Penetration: Encouraging collaboration between insurers and veterinary startups could
stabilize revenue through annual health plans and risk pooling.

4. Incentivize R&D and Product Certification: Tax rebates and grants for pet food and diagnostics research can
enhance quality assurance and export potential.

5. Digital Integration through Unified Veterinary Database: A national data platform could track vaccination,
treatment history, and consumer demand trends—supporting analytics-driven business decisions.

6. Public—Private Partnership Models in Rural Veterinary Services: Expanding veterinary entrepreneurship beyond
urban markets through PPP models could reduce geographical inequality and attract social impact investors.

7. Financial Literacy and Training: Initiatives to train entreprencurs in cost management, financial modeling, and
marketing analytics will enhance profitability and investor readiness.

4.7 Future Research Directions

While this study focuses on profitability and investment trends, future research could explore:
e Comparative analysis between India and other BRICS countries.

e Consumer behavioral economics in pet healthcare spending.

e Impact of ESG and sustainability frameworks on veterinary investment flows.

o Integration of generative Al and predictive analytics in veterinary finance management.

Such research would further bridge the knowledge gap between veterinary science, commerce, and digital
entrepreneurship.

4.8 Conclusion

The study concludes that India’s veterinary startup ecosystem is entering a financially sustainable phase. Between 2018
and 2023, consistent growth in venture capital investments, digital innovations, and consumer adoption patterns
transformed veterinary services from informal enterprises to structured, data-driven businesses.

Profitability ratios show gradual improvement, signaling operational maturity and better resource utilization. The
research confirms that capital inflow, technological advancement, and consumer humanization of pets collectively drive
commercial success. However, sustained growth requires policy clarity, investment discipline, and stronger institutional
support.

In essence, veterinary startups represent the next frontier of India’s pet care economy, merging commerce, technology,
and animal health into a vibrant entrepreneurial landscape. The findings provide valuable insights for investors,
policymakers, and entrepreneurs aiming to leverage India’s expanding domestic market and emerging global
competitiveness in veterinary innovation.
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