


Introduction

The nature and financing of innovative enterprises
From ideas to start-ups: the role of public initiatives
Business angels and early-stage financing

Design, implementation and evaluation of early-
stage policies









Who are the business angels?
[Wealthy) individuals, often cashed-out
entrepreneurs

Make equity investments of $25-50k (up to
$1-2m for syndicated deals) in promising
ventures

Active & passive; novice & experienced
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European Union |United States

Number of networks 297 245

Number of business angels 75,000 250,000

Investment per round EUR 165,000 | EUR 210,000

Total amount Invested EUR 3-5billion | EUR 20 billion




BA activity In some European countries
Volume invested Number of Number of network
(thousand EUR) deals members

Austria 600 147

Belgium 7,006 385

Czech Republic 500 41

Finland 5,000 458

France 37,000 3,600

Ireland 2,200 232

Italy 19,500 150

Luxembourg 80 2 31

Netherlands 6,200 75 1,904

Portugal 1,662 11 430

Slovenia 280 2 25

Spain 2,526 11 806

Sweden 15,000 99 1,042

United Kingdom 43,084 449 4,991




Key decision criteria
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The operation of BAN
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Angel syndication

The realities of 3I1EE| Sy dication

Benefits Drawbacks

. . Falze sense of sacurity — underestimating
Reducing risk (Fortfolio theory)
Tisk.

Makes deals more comple:, more

Additienal bargaming power and the . .
farmalised, therefore longer decision

ability to participate in future rounds. . o
"nal-ur'g. chaosier in invesiments.

Ability to l=am from more expenencad Difficulty in working with many diferent

Inwestors. nersonalities.

Complicabons with muliiple lead

Nveasiors.

Source: EBAN







Policy Initiatives for BA activity




Policy tools to foster BA financing
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NATURE OF OBJECTIVE
INTERVENTION
Fiscal incentives Increase the number of business angels and the amounts

Invested by improving the_risk-reward ratio: front-end
relief, capital gains reliefy rollover relief, equity

guarantee.
First generation business Facilitate the dissemination of mation in the
angel networks market and the matching of eér reneurs and
investors.
Securities legislation Changes in legislation that prevented “entrepreneurs

from circulating “invitations to invest” unless they had
been approved by an authorized body.

Capacity building — Training for entrepreneurs to improve their investment

entrepreneurs readiness — usually provided by second generation
BANS

Capacity building — Training for investors to increasing their skills iIn

Investors making investments — usually provided by second
generation BANS.

Co-investment vehicles Government-financed venture capital funds which

leverage investments made by business angels to
Increase deal sizes and enable business angel groups to
make more investments and follow-on investments.
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Corporate venturing

Internal venturing

External venturing

Tynes of corporate venturing

Corporate venture Venturing allances Transformationa
capital arrangements
|
Third party||Dedicated ||  Self- | [Non-equity]| Dirscs Joint | [Acquistions|| Spin-ofs
funds funds  [|managed| | alliances || minorty | |ventures
funds Invesimenis

Source: Keil (2000)




Why do companies invest in GUG?













Example: Industry Incubator Programme
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