
 

WHY STARTUPS NEED LAWYERS 

Have you ever wondered why the famous Google founders started with an attorney? Even 
most creative and capable entrepreneurs in US in the beginning engage a counsel first and then 
look into the ways for growth and funding. There are a number of issues that are typical for 
startups to deal with from a legal perspective and even though a startup may feel that working 
with a legal counsel is confusing and complicated, the truth remains that startups do need legal 
counsel.  

Let’s look into the reasons of why a Startup needs to hire a legal counsel? 

1. Doing the Right Business, the Right Way! 

 

Business always has two sides, doing the right business and doing the right business the 

right way. While the founders choose the right business they want to build on; a legal 

counsel provides the right way of doing such business.  

 

One of the most crucial and foremost decision,the founders have to make is the structure 

they need to adopt, as being structured as a wrong entity may restrainthe startup from 

achieving its goals and objectives.  

 

Further, doing any kind of business in India requires several licenses and adherence to 

several laws, which a legal counsel is better equipped to manage.   

Right legal advice to the founders for the corporate structureenables them to align goals with 

the structure and regular legal support mitigates regulatory and compliances risks enabling 

founders to focus on business. 

2. Creating Wealth, Brand Protection 

 

Creating wealth is another imperative for the founders to attract investors and 

stakeholders. While revenue generation is imperative, wealth is created by creating 

goodwill and a right brand for the startup. Therefore the founders should work towards 

protecting the components of their entity that makes it unique and generally unmatched 

by other businesses.  

 

Everything from the logo, to the color scheme, to the tag-lines and products must be 

protected by way of copyright, trademarks, patents etc. Not having such protections can 

allow any third party to infringe on such intellectual property and once that occurs, it 

would make it nearly impossible and an unnecessarily expensive affair for the startups 

to regain control over such property.  



 

Proper legal advice isessential to protect the goodwill and brand 

 

3. Right documentation to ease potential complexities and issues 

 

Whether it’s a formal agreement between the founders or hiring or engaging an 

employee, a vendor or a customer, it is imperative to have contracts that spell out 

detailed relationship, rights, obligations, compensation and other terms between such 

parties. This is very important as every contract can be tweaked and messed with to 

favour one side or the other.  

 

Timely legal advice for contracts serves best interests of the start-up. 

 

4. Raising Capital and Scaling up! 

 

Exponential Growth of the startup is now predicated upon external funding. Founders 

reach out to investors to raise capital and once discussions with investors begin, term 

sheet is negotiated, due diligence of business is conducted and finally 

investor agreements are thoroughly discussed and negotiated. Such 

agreements lay the foundation of the relationship between the founder s and 

the investor, the degree of control an investor will have in the startup by 

detailing the board structure, voting rights, pre-emptive and shareholder 

rights and future funding rights.  

 

Making sure all these procedures take place under able legal guidance is 

important elsefounders may run the risk of losing control. 

 

ALL FOUNDERS SHOULD THEREFORE MAKE SURE TO HIRE A LEGAL 
COUNSEL RIGHT AT THE INCEPTION OF THEIR STARTUP VENTURE 
INSTEAD OF WHEN THEY FACE SOME LEGAL TROUBLE AND THIS IS 

WHERE THE EXPRESSION, ‘PREVENTION IS BETTER THAN CURE’ FITS 
ABSOLUTELY PERFECT 

 


