
tepav Economic Policy Research Foundation of Turkey 
October2017 
N201725 
 

 
www.tepav.org.tr  1 

 

E
V

A
L

U
A

T
IO

N
  

N
O

T
E

 

 

Selin Arslanhan Memiş1 

Program Director 

 

Innovation Studies Program  

 

 

 

THE INTEREST OF TRADITIONAL COMPANIES IN 

TECHNOLOGY START-UPS IS INCREASING RAPIDLY: “IF 

YOU CAN’T MAKE IT, BUY A START-UP!” 

 

1. The World has changed with the arrival of new 

technologies. New technologies have not only changed the 

way in which manufacturing and R&D is carried out, but also 

policy design processes, administrative structures, corporate 

behaviors and business models. Whether we accept it or not in 

Turkey, this is a reality. In contrast to sustaining the old ways, 

the ‘new’ brings with it hardships as it encapsulates learning and 

adapting. I believe, this is behind our insistence on keeping the 

old ways. My purpose in writing this note is to point out the 

changing world once more, and this time, doing it through 

ensampling the transformation in traditional companies are 

going through and then draw attention to the impropriety of 

being stuck in the past as is the case in Turkey.  

2. Looking at the Fortune 500 list, we see that 52 percent of 

the companies in the list have disappeared in the last 15 

years. Furthermore, in the past, in 1955 to be exact, while the 

average life span of these companies in the list was 61 years, 

this number has fallen to an average of 17 years in 2015. There 

has been a rapid transformation witnessed in companies in this 

list in the last years. The ones that cannot adapt to the new 

either disappear or change shape. So, adaptation is an 

extremely crucial issue for survival, even when it comes to 

traditional companies that have been doing business for many 

years.  
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3. Recent years have seen a rapid increase in the technology investments made by 

traditional companies. Since 2012, the deals made by traditional companies in the Fortune 500 

with technology start-ups have tripled in number. In the first half of 2017, traditional companies in 

the list struck a total of 270 deals with technology start-ups (Figure 1). The most active investor 

among traditional companies is Goldman Sachs.  

Figure 1. Number of deals struck by traditional companies in the Fortune 500 with technology 

start-ups (2012-2017 first 6 months) 

 

Source: CBInsights data 

4. Among the companies in the Fortune 500 which invest in technology start-ups, the 

share of traditional companies that have invested reached 51 percent in the first half of 

2017 (Figure 2). For the first time, the interest of traditional companies in the Fortune 500 has 

been recorded to be higher that the technology companies in the list with regards to technology 

start-ups. Nearly one-third of traditional companies that have invested in technology start-ups 

are finance companies. Finance companies are trailed by companies in the media, 

manufacturing and health sectors, respectively. However, the sectors are not limited to these. 

Among the companies that have made start-up investments and/or that have purchased a start-

up are many traditional companies ranging from UPS to Ford to Coca-Cola. These companies 

are now competing with Google when it comes to striking a deal with technology start-ups. 
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Figure 2. The share of Fortune 500 traditional companies in total start-up deals (%), 2012-2017 

first 6 months 

 

Source: CBInsights Data 

5. Traditional companies in the Fortune 500 prefer to invest in tech start-ups that are 

achieved technological verification, that have a prototype, and have received their first 

investment. The share of technology start-ups to which traditional companies have made a 

seed investment constitutes 10 percent of total investments (Figure 3). Even though this has 

something to do with the fact that the average size of seed investments is low, similar 

statements can be made with regards to corporate venture capital (CVC) investments as well. 

CVC funds constitute an important source for Series A, B and C investments which are made in 

larger amounts. This similar trend is also evident in the stages of investments made by 

traditional companies in technology start-ups. 
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Figure 3. Stages of funding of Fortune 500 traditional companies in technology start-ups (Share 

in total, %) 

Source: CBInsights data 

6. CVC funds, set up by companies, constitute an important resource for technology 

start-ups. In particular, they are of great importance for start-ups that have gone through the 

seed and angel investment stages and that are in need of a greater amount of resources. In 

addition to investments, for start-ups that are inadequate in terms of commercialization, market 

access, marketing, etc., cooperating with large companies opens new lanes for opportunity. The 

number of CVC funds opened by companies in recent years has increased rapidly (Figure 4). 

While the total number of active CVC funds in the world has reached 900, the number of newly 

opened funds in 2017 has already reached as much as the total of 2016. Traditional companies 

have entered this area now, as well. In the past, when these companies invested, they preferred 

to invest through more seasoned venture capital funds and incubation centers, while now they 

have begun to establish their own corporate venture capital funds and focus on progress. Even 

though Google, Intel, and J&J still take the first place among the most active CVC funds, new 

capital funds are added to the CVC funds of traditional companies every day. Funds set up by 

Kellogg and Tyson Food are, especially, among those that attract attention.  
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Figure 4. Number of newly established corporate venture capital funds by years (2012-2017 first 

6 months) 

 

Source: CBInsights data 

7. To paraphrase what one of Morgan Stanley's top executives said, it's much better for 

traditional companies to buy start-ups that develop disruptive technologies than to be 

disrupted by these technologies. The world has changed. Traditional companies have been 

trying to adapt to this change in order to survive and to maintain their competitive edge. In their 

integration process, as many large companies do, they are trying to access innovation, new 

technologies through start-ups. At the same time, this is a much more cost-effective and efficient 

way to grow R&D, innovation, project units within the company as well.  

8. As far as Turkey is concerned, I have previously expressed my happiness with the 

investment Abdi Ibrahim made to an American biotechnology start-up.2 In addition, the 

increasing interest of banks in Turkey in the blockchain technology in recent days is also 

promising. Of course, it is possible to count a few more examples aside from these. When 

looking at the start-ups in the Turkish ecosystem, there are many encouraging developments in 

many different fields such as financial technologies, artificial intelligence and biotechnology. In 

order to be able to seize on these promising developments, there is a need for large companies’ 

interest in and demand for these technologies in Turkey. What is said in the USA is also valid for 

traditional companies in Turkey: if you are not able to do it yourself, buy a start-up or cooperate 

with start-ups. "Not being able to do it" in this sense is not always about inability, but it is to 

actually choose a wiser, more cost-effective, more efficient, faster and easier way to doing it.  

                                                           
2 http://www.tepav.org.tr/tr/blog/s/5947    
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9. As I have mentioned before, we do not have a big problem with establishing a start-up 

in Turkey, the problem is to keep them alive and to help grow them.3 Our problem is with 

recognizing the potential of technology start-ups in order to transform them into economic value, 

enlarge their value, increase the number of exits, and open them up to the world. Regarding the 

solution of these, as we have seen in the examples from around the globe, big companies have 

a very important place, both domestic and foreign companies. It is extremely critical to attract the 

attention of large domestic companies, in order for them to see start-ups as a means of 

opportunity for transformation and to create demand. In the case of foreign companies, it is very 

important to ensure that they are aware of the start-ups in Turkey and encourage them to create 

value in Turkey through start-ups.  

10. In order to realize both of them first of all, we need to be aware in Turkey that we live 
in the 21st century. The number of people who are aware of the changing world, changing 
business models and the economic value created by technology start-ups must increase rapidly. 
It is especially important for this awareness to be able to reach Ankara, to spread among 
decision-makers, policy makers and to put an end to discussion left to us from the 20th century. 
We are faced with an important opportunity ahead of us. To be able to utilize it, it is necessary to 
first recognize, then to redefine localization and local value in the context of the 21st century 
ecosystem. Technology start-ups offer a unique opportunity for the transformation of Turkish 
economy. One of today's most important tasks is to create an environment and design 
incentives and interfaces to use domestic and foreign companies in order to transform start-ups 
into economic value and solve the existing problems in the start-up ecosystem. As the utilization 
of technological transformation opportunities are a crucial necessity for companies to survive 
and protect their competitive edge, the same is true for countries as well: If you can’t make it, 
buy a start-up. 
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