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Abstract

This study examines the relationship between masagfeUniversity Spin-Out firms

(USOs) and Venture Capital investors (VCs) in tlife Science industries in Germany
and the UK. Much extant research has focused upmpérceptions of VCs, rather than
the ones of USOs and has largely ignored theirgpgians on conflicts and VCs’ value-

adding activities over time and in multi-party tedaships.

To address these gaps, this study collected dataifr total 24 managers of USOs in the
UK and Germany via semi-structured in-depth inma. The data was analysed by the
use of the Gioia method (Gioia, Corley and Hamil®@13), involving several stages of
coding and iterations between stages. The studgsiiakee main findings. First, it found
that time has an impact on how positive the retetigp with VCs is perceived by the
participants, which changes with the national cxint8econd, it found that conflicts
occur mostly in multi-party scenarios, within sealelimensions and involve various
resolution strategies. Third, it found three formf value-adding activities to be
particularly appreciated, which are strategic aglvimancial support and the provision
of networks for further fundraising. Another forrhiavolvement by VCs, operational

support, was perceived ambiguously.

This thesis contributes to the field of VC resedrglieveloping a conceptual framework
on USOs’ perceptions on VCs’ value-adding actigited conflicts with them for future

studies, which incorporates the concept of multiypeonflicts and changing perceptions
over time. The conceptual framework is built uploa findings of this study and previous
works by several other authors in the field. Se¢c@ndtroduces a new theory to the field
of VC research, namely social dilemma theory, whglseen to hold the explanatory
power for the phenomenon of cooperation as the namticonflict resolution strategy in

multi-party conflicts.
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1 Introduction

Within the literature on VC there is substantialadshowing VCs are actively involved
in their portfolio firms (Gorman and Sahlman, 198%cMillan, Kulow and Khoylian,
1989; Lerner, 1995; Sapienza, Manigart and Verni®96; Fried, Bruton and Hisrich,
1998; Fernhaber and McDougall-Covin, 2009). Howgltels observed that forms of
value-adding activities differ widely between drifat entrepreneurial populations,
countries and who is asked about them (Large anegigke, 2008), with the voices of the
entrepreneurs heard less than the voices of VGan@I2011). Therefore, a gap exists in
respect to asking the entrepreneurs about thesepaons of their relationships with VCs
and the value they add to their portfolio firmsrthermore, VCs occasionally experience
conflicts with their portfolio firms (Hellmann arRuri, 2002; Higashide and Birley, 2002;
Parhankangas and Landstrom, 2006; Yitshaki, 2008e@aert, 2012; Zou et al., 2016)
and such conflicts are not always prevented bygusatective ex-ante measures such as
contracts (Drover, Wood and Payne, 2014; Burcherdil., 2016) or trustworthiness
(Maxwell and Lévesque, 2014). While theoretical kvon investor-investee conflicts has
traditionally regarded such conflicts as dyadiciwleen a single VC and a single
entrepreneur (Busenitz et al., 1997; Cable and §H897; Arthurs and Busenitz, 2003;
De Clercq and Sapienza, 2006; Fassin and Drovéi)26ome empirical research shows
that VCs often invest in the form of syndicates rf@uing, 2006; Manigart et al., 2006;
Jaaskelainen, 2012; Cumming and Dai, 2013; Vanmd@dé and Vanhaverbeke, 2013;
Hopp and Lukas, 2014). Therefore, it is likely tlzanflicts will occur in multi-party
scenarios too, and yet multi-party conflicts areusder-researched aspect in the VC
literature. Investments in the form of syndicates particularly high when the sums
required are also high (Lawton, 2016) which patéidy applies to the Life Science
industry (Association of the British Pharmaceuticalustry, 2012). In 2014, 30.59% of
VC investment in Europe was invested in the LifeeSce industry (OECD, 2015), which
Is a particularly high percentage, considering tthere are only 68 Life Science
companies in the UK, and only 167 firms in Germ@myest Europe Research, 2016).

Hence a lot of capital is concentrated in a fem&r

Many Life Science firms originate from universitieghe form of USOs. In recent years,
USOs have become an increasingly popular way oftertialising academic research
(Hewitt-Dundas, 2015), and the second biggest sofrtunding for these USOs are VCs
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(see Figure 1). The survival rates of USOs havejeler, been low and a gap in the
existing research exists on how relationships Wiils are perceived by USOs. This gap
also spans USOs in the Life Science industry whestands to believe as argued above
that more syndication will take place while thegaece of multiple VCs has been largely
ignored before.

Percentage of USOs having received finance by sourc

50 45.4
n 45
& 40 37.5 37.4
235
o
@ 30 26.7
IS 25
c 20
(]
X O
; H
Founder Private VC University Business Partiesin  Banks Other
Investment Investment Angel(s) related

industries

m Percentage of USOs

Figure 1 Percentage of USOs having received finanbg source
Source: Hewitt-Dundas, (2015, p. 32)

Therefore, this thesis addresses four gaps intdrature: the general lack of VC research
focused on entrepreneurs; the general lack of relsem entrepreneurs’ perceptions of
conflicts with VCs; the lack of research specifigaln USO relationships with VCs; and
the lack of a theoretical approach that accountshi® presence of multiple investors in
one portfolio firm. These gaps are important toradd due to the large sums required in
the Life Science industry and the increased pdggibf conflicts in multi-party scenarios.
Also, studying value-adding activities and confliétom an angle that so far has been
mostly ignored -the USOs’ management- can delingitf@il insights and see existing

knowledge in a new light.

In the next section, the research questions arBnedtand several definitions are
provided. This is followed by a review of the lagure on VC’s value-adding activities,

conflicts between VCs and portfolio firms and thgact of time on relationships. The
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next chapter outlines the methodology, along with wunderlying ontology and
epistemology, and describes how participants weeatified and how the data was
analysed, relying on the Gioia method (Gioia, Goréend Hamilton, 2013), which
involved several stages of coding and iteratiot&/éen the stages. After that, the results
of the analysis are presented in the findings @rapdcusing on the three key findings,
namely the impact of time on the relationship, tots between VCs and CEOs as
perceived by the participants and how the CEOsgperd value-adding activities by the
VCs. This is followed by a discussion of the finginfocusing on the contributions to the
literature on VC research that this study makesalBi, the conclusion draws the
contributions together and stresses the limitatamming from a qualitative study with a

limited dataset.

1.1 Research questions

To gain a deeper understanding of the relationsbgteeen VCs and USOs, from the
perspective of their managers, the following reseguestions have been posed:

1. What do the managers of USOs in the Life Sciendastry perceive to be added-
value from their VC and what conflicts occur wittem?
i.  How does time relate to the perceptions of addéskevand conflicts?
2. How are the perceived conflicts between Life SaeedS0Os’ managers and their
VCs resolved?
3. Do the perceptions of added-values and confli¢terdbetween Germany and the
UK?

1.2 Definitions

To ensure clarity and definition of terminologyistsection defines the terms (1) venture
capital, (2) university spin-out firm, (3) manage@EOs and entrepreneurs, (4) Life
Science industry, (5) conflicts, (6) social dilemthaory, (7) difference between venture

capitalists and business angels and (8) multi-pargyarios.
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1.2.1 Venture capital

“Venture capitalists raise money from external stees (mainly
from banks, insurance companies, pension fundsanpibrations)
and provide capital to private firms in order toppart their
development and innovation process (Bertoni and/dyé 2012).
Venture capitalists provide both capital and managassistance
to their investee companies and usually retainouaricontrol
rights over their portfolio companies in order thape their
governance and maximize their value added ....” (Z&lin014,
p. 501)

There are different types of VC, the ones that $oon early-stage companies as well as
those focused on growth investments and managemognouts. The definition of VC
for this thesis, is a ‘narrow’ and ‘classical’ defion (Manigart, 2013). VC is defined as
investment for young and early-stage, growth-oadntompanies with an academic
background. The other forms of VC, such as mezeaamd late-stage investments
(Zambelli, 2014) and management buy-outs (Wrightjti® and Lockett, 2005) are

excluded from this research project.

1.2.2 University spin-out firms

For this thesis, USOs are defined as firms thheeitl) originate from universities or (2)
were set up by the use of formal intellectual prop&om universities, or (3) rely on
informal intellectual property from universitiescsuas former faculty members, who set

up a firm.

This definition combines Wright et al.'s (2007) idéfons of USOs and university start-
ups. Wright et al. defined USOs as firms that aeeshdent on intellectual property from
universities. University start-ups are defined bgight et al. (2007) as ventures that use
an individual’'s intellectual property, such as femfaculty members. Both types are

referred to when referring to USOs.
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1.2.3 Managers, CEOs and entrepreneurs

The definition of managers used in this thesis &y wide one, including the terms
‘CEOs’ and ‘entrepreneurs’. According to the Oxf@ndtionary, a managers is “a person
responsible for controlling or administering an angation or group of staff” (Oxford
Dictionary, 2016b). This definition overlaps witie definition of a CEO, who is “a chief
executive officer, the highest-ranking person aompany or other institution, ultimately
responsible for taking managerial decisions” (Oafbictionary, 2016a). Therefore, the
terms managers and CEOs are used interchangedbbytimesis and both are used simply

to vary the linguistic style.

An entrepreneur is an individual who creates intioneand amasses necessary resources
to transform the innovation into a firm (Venkataeam1997). Therefore, entrepreneurs
are seen to turn into managers after the act ohgeitp the firm. Second, a great amount
of the academic literature uses the term ‘entregureéras an umbrella term for managers
of young firms and individuals who are about tolgea firm or set up a firm at the point
of the data collection. Therefore, a lot of reskaicles use the term entrepreneur and
it would be a misrepresentation of their work t@mte the term. Third, for this thesis,
USOs are defined as firms that rely on individaaliity members who set up a firm with
their informal intellectual property. This act &es to represent entrepreneurial behaviour,
hence the boundary of the term manager/CEO spdrepegneurs too.

When referring to managers, CEOs or entreprenauteeifollowing, the terms are used

interchangeably.

1.2.4 The Life Science industry

An industry-led definition was chosen and every Uét was labelled a Life Science
firm or healthcare firm by their funding VC was lnded. Also, every interview was
started by asking the participants what industryytidentify with. Only firms that
considered themselves to be bio-tech or healthivans were included. Since it was
believed that people who established USOs in thee&dience industry and people whose
job it was to evaluate deals and seal deals iretlteknow best which industry they
operate in, no pre-defined definition was chosen.
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1.2.5 Conflicts

The literature on conflicts in the field of VC reseh distinguishes between three types
of conflicts. These are goal conflicts, task catdliand relationship conflicts (Collewaert,
2009). Collewaert (2009) argues that task and iosiship conflicts are perceived
conflicts, subjectively felt by the participatingies, while goal conflicts are actual
conflict. For this thesis, goal conflicts have beswkluded from the study, since it is not
the intention to study ‘actual’ conflicts, but tbees perceived by the CEOs of USOs.
Conflicts therefore are defined as perceived incatibpities (Jehn, 1995) between the
CEOs of USOs and VCs.

1.2.6 Social dilemma theory

A social dilemma, in its original sense, is a ditwain which voluntary contributions
have to be made by individuals to sustain the puipiod. Once the public good is
sustained, everybody can benefit from it, no maltersize of their contributions (Olson,
1965). The definition of a social dilemma theneslon two assumptions: First, that each
individual can receive a higher pay-off by avoidoantribution of a fair share, no matter
what the other individuals do. Secondly, all indivals benefit more, if everyone chooses
to contribute (Dawes, 1980).

Social dilemma theory has been proposed by sodgthmlogists but is also used
frequently in game theory. However, while game tl#t® assume people are rational, the
social psychologists also take into account thgtlpslogical factors play into decision
making in social dilemmas (Zeng and Chen, 2003 Hiter definition of human
decision-making which in the context of VC is irdhced by numerous heuristics, biases

and psychological factors too (Brusche, 2016}hésone used in this thesis.

1.2.7 Difference between venture capital and business aely

Business angels are wealthy individuals while VGhaggers are employed at a VC firm,
which usually manages a greater amount of cagital business angels have to invest

(Blundel and Lockett, 2011). In addition, the inwesnt processes differ between
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business angels and VCs (Van Osnabrugge, 1998mastl notably business angels
invest at a seed or even pre-seed stage, whileiM@st in an early stage and will stay
with the portfolio firms for longer (Drover, Woodhd Zacharakis, 2017; Fassin and
Drover, 2017). This thesis’ focus is on VCs, sitioey have the required sums to invest
in the Life Sciences industry and meanwhile haveyiasting relationships with their

portfolio firms until an exit can be realised.

1.2.8 Multi-party scenarios

The term ‘multi-party’ scenarios or conflicts usedthis thesis refers to conflicts or
scenarios involving more than two parties (Daw@80). Every conflict or scenario with
a number greater than two, hence three or fourver ihdividuals, is a multi-party

conflict/scenario.

2 Literature review

In this chapter the literature on VCs’ value-addauajivities to USOs, conflicts USOs
have with VCs, and how time affects the relatiopsigtween VCs and USOs is reviewed.
As the literature is very fragmented and incompléteras deemed appropriate to widen
the scope to the broader field of VC research trere VCs’ value-adding activities in
the general VC population, the influence of timetoa\VVC-entrepreneur relationship and
conflicts between VCs and entrepreneurs. The chapdets with an explanation of the
methodology for the review, then goes on to disthsditerature, and concludes with the
introduction of an integrated, synergised, anadyti@search framework for the data

analysis.

To gain a deeper understanding of the relationsbtpveen VCs and managers, several
literature review questions are posed in the neatiegn. The review questions are in line
with the research questions and focus on the oelstip between VCs and their portfolio
firms, however, they are not specific to the cas&®0s, since little research exists on

managers of USOs, as is shown later in this chapterefore, the review scope was

! For a review on the entrepreneurial finance lttein which Venture Capital research is located s
Cumming and Johan (2017) who argue that the esttieam of literature is very fragmented and siloed.
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widened to the general field of VC research, tondom the insights from the field that

shares many characteristics with VCs specialismbigh-tech firms such as USOs.

This chapter situates the review in the wider fietd/C research, to which this thesis
adds knowledge, before considering the literature/€s’ value-adding activities and
highlights how the findings differ according to teaidied perspectives, contexts and
populations. It goes on to show that time has #lmence on the relationship between
VCs and entrepreneurs, and then focuses on thatlite on conflicts between VCs and
entrepreneurs. Throughout the review, several ogies and frameworks are discussed,
and an integrated, analytical research framewohk¢hvcombines the strands of inquiry
on value-adding activities, time, and conflictsinsoduced to guide the subsequent data

analysis.

2.1 Literature review methodology

This literature review follows the principles oftraditional narrative literature review,
since the reviewed literature is composed of aetyanf methodological approaches and
contains various contradictory findings. It bui@€omprehensive database of evidence
(Baumeister and Leary, 1997) like ‘pieces of a n@gBecker, 1970) with the intention
to develop ‘real insights’ (Jones and Gatrell, 204dd “draw out the contributions of a

range of studies towards a cumulative understafdiraylor and Spicer 2007, p. 326).

To ensure the process of judgement and compiliigditarature review is as transparent
as possible, the review questions, the used séammis and reasons for excluding certain

papers are stated in the following. The review tjaes were:

1. What are different value-adding activities by VCs?

2. Do the value-adding activities change over timeiasd, how?

3. What is known about conflicts with VCs and in pautar the nature, causes and
resolution strategies of conflicts between VCs @aDs?

4. Do conflicts between VCs and CEOs from their pdiafbrms change over time?

5. What theories exist to explain multi-party consiidtetween VCs and CEOs?
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Reviewed papers were identified by the use of avkeg search in the databases Google

Scholar, Web of Science and EBSCO Business Souersi€ (see Table 1 below):

Keyword for literature

search

Reason for choice

Conflic* with venture

capital*

This keyword was chosen to answer several of the

review questions, namely the ones on conflict.

Life Sciences industry

This thesis focuses on UB@ise Life Science
industry, which is an industry characterized by

several, unique characteristics. Therefore, this

keyword aimed to identify research papers on that

117

industry. Many of the results however did not ansye

any of the review questions nor could they contab

anything relevant to the review.

Social dilemma theory

The review identified theiabdilemma theory as a
theory that could enrich the field of VC researad &
therefore relevant research on this theory was

searched for.

University spin out*

This keyword had the same mtiien as the below
but allowed for more search results.

University spin out firm

The focus of this thesisoin the relationship betwege
VCs and USOs, hence this keyword generated re
on USOs. However, the majority of the results
discussed topics that could not answer the review

guestions.

Venture capital*

This thesis focuses on the retediop between VCs
and USOs and VCs and the perception of their wg
are the prime focus. Therefore, this keyword was
chosen to produce results on VC firms as well as
VC industry. Several of the results answered soim

the review questions and therefore were included

[en)

2N

sults

th

eo

venture capital* AND

added-value

Two of the review questions focus on value-addin

activities by VCs. Therefore, this keyword was
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chosen to identify research on VCs and value-adg

activities. Several results were relevant for tiuelg.

ing

venture capital* AND value
add* AND temporal

Similar to the above logic, this keyword was
included, to find research on VCs and value-addin

activities over time.

g

venture capital* AND

conflict*

This thesis focuses on VCs and conflicts with thei
portfolio firms in the form of USOs, which is why
this keyword was chosen, so that research on VC

and conflicts could be identified.

venture capital* AND
connect* AND

entrepreneur*

This keyword was chosen to identify research
focused on VCs and their engagement with
entrepreneurs, since this thesis focuses on the
relationship between VCs and entrepreneurs of
USOs.

venture capital AND

conflic* AND longitudinal

This keyword was used to identify studies on VCs
and their portfolio firms from a time sensitive

perspective.

venture capital AND
conflicx AND temporal

This keyword was chosen for the same reason as
above.

venture capital AND

conflic* AND time

Similar to the above logic, this keyword placed
particular emphasis on the effect of time on caonfli
relationships between VCs and USOs or portfolio

firms in general.

venture capital* AND

disput*

This keyword aimed at finding research on VCs a
a synonym of conflict, to find studies that miglot n

have been found with the above keywords.

venture capital* AND dyad

This keyword was choserdentify studies on VCs
and other parties acting in a dyad. The focusisf th
thesis is the relationship between VCs and USOs
the review questions for the literature review
explicitly state that scenarios with multiple pesti
can arise, which is why this keyword was chosen

identify studies relevant for that review question.

hd

and

o
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venture capital* AND Several studies acknowledge that entrepreneurs act
entrepren* AND team teams when setting up a firm, therefore this kegwor
was chosen to find studies on VCs and

entrepreneurial teams to gain insights on the

relationship between these two parties.

Venture capital* AND extra| Similar to the above reasoning, this keyword was
value chosen to identify research on VCs and value-adding

activities.

venture capital* AND high-| This thesis focuses on the relationship between VICs
tech firms and USOs from the perspective of USOs. USOs per
definition deal with high-tech and try to
commercialise it. Therefore, this keyword was
chosen to identify research on VCs and high-tech

firms, which share many characteristics with USOs.

venture capital* AND This keyword was chosen to identify studies on one
invest* of the main activities by VCs, namely funding, to
review relevant research on VCs’ activities in melga

to their portfolio firms.

venture capital* AND Similar to the above logic, this keyword was
lifespan included, to find research on VCs and the influence

of time on them.

venture capital* AND This keyword was included, to find research on VCs
longitudinal and the influence of time on them or studies tisady

a longitudinal study design or a time-sensitive

perspective.
Venture capital* AND This keyword allowed to identify studies looking at
multi-party conflict* conflicts between multiple VCs and/or multiple

portfolio firms. This keyword helped to identify

relevant research to answer the review questions,

venture capital* AND To identify research that focused on VCs and
relation* relationships they hold, with the intention to itdBn

research that looked at their relationships with

portfolio firms or USOs, this keyword was chosen
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Venture capital* AND valug Similar to the above reasoning, this keyword was
add* chosen to identify research on VCs and value-adding

activities.

venture capital* AND value| This thesis aims to understand how time affects the
add* AND time relationship with VCs from a USO'’s perspective
which is why this keyword was included, to find
research on VCs and value-adding activities over

time.

Table 1 Literature search keywords

The selection criteria of which articles to includere several: In general, the papers
deemed to be most relevant and highly cited, as$ agelpublished in highly-ranked
journals, were chosen. Moreover, sources identifiech the reference list of already
obtained papers and books published on VC wereided. In regard to literature on
USOs, numerous studies that appeared in the sezsalts were excluded since they did
not answer any of the review questions and focusetbpics that had no relationship
with VCs and therefore added no knowledge for thisew. In regard to the keyword
“Life Science industry”, many results were alsolaged since they did not address the
research questions in any way and focused on wedela@search questions or fields
instead. Literature that referred to the Life Sceemdustry in the context of VCs and/or
USOs is mentioned in the following. Furthermores tbllowing chapter, which focuses
on the empirical context, covers research on tifie &cience industry and the industry
context. In regard to keyword search results origdalilemma theory”, some articles
were excluded since they did not add relevant kadgeé in comparison to the studies
already included. In regard to the literature odeativalue, there are several articles that
are not included in this literature review, whiahmention added-value. However, none
of them introduced any new value-adding activitegomparison to the ones already

included in this literature review.

Priority was given to empirical papers, since teeggngthen the synergised typology, and
the value-adding activities are grounded in emairitindings, as experienced by
practitioners in the VC field. Since the focuslustliterature review is the entrepreneurs’
perceptions of their relationship with VC, lessypoais research with data purely from
VCs is included. As will be shown, the majoritypyevious research collected data from

VCs, meaning that entrepreneurs’ views are undaesented.
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There were several other over-arching reasonsxiduéing research papers. The main
one being that (1) they did not add any other vald@ing activities than the ones
mentioned in Large and Muegge (2008), (2) the mafmaaused on the VC industry and
the portfolio firms on a macro level rather thae #ntrepreneurs’ firms, treating the
individual firm as a ‘black box’, (3) the papergdted added-value as measurable by a
higher price at the single moment of initial puliterings (IPOs) at the stock markets,
without providing details on value-adding activitiever time, (4) the papers studied
issues comparable to the VC-entrepreneur relatipnplapers studying the exact issue

however were available too and therefore prefeorent the ones from bordering fields.

2.2 Literature review

Before turning to the literature review’s first gtien, a broad overview of the literature

on USOs and VCs in the Life Science industry isenéed, to situate the literature review
within. As mentioned, several papers identifiedthi@akeyword search have no relevance
for this topic and were excluded. Little researombines the three relevant areas of VC

research, namely studies on the Life Science imgugCs and USOs.

2.2.1 Introduction

As Mustar et al. (2006) note, the literature on $Sf@n be divided into four streams:
policy-orientated research, resource based vieeareh, research taking an institutional
view, and research that studies spin-offs as agsgdNone of these streams however,
focuses on the relationship with VCs. USOs areigpetthat they are “dependent upon
licensing or assignment of [an] institution’s iméetual property for initiation” (Hewitt-
Dundas, 2015, p. 7) or are set up by former faausing tacit knowledge (Wright et al.,
2007). According to Vohora, Wright and Lockett (2)0JSOs develop over five distinct,
but non-linear phases. These are the research,ghasepportunity framing phase, the
pre-organization phase, the re-orientation stagel, the sustainable returns phase.
However, none of these explicitly state the presarfcVCs and provide no insight on
relationships with financiers. Other research ntias VC firms think that universities

do not understand the VCs’ requirements or howésgnt investor-ready proposals for
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funding USOs. Therefore, few VC firms have linkshwiniversities and even fewer with
more than one university. Also, many VC firms dd have sufficient human capital
skills to screen and add value to potential USOsidh¥ et al., 2007). This clearly
indicates that little research in that particulatd has taken place and that widening the
scope to the general VC literature, on relationshijth their portfolio firms, is necessary.
The little knowledge on VCs and USOs in the LiféeBce industry says that “rather than
the sector per se, the effectiveness of patergsintportance of complementary assets,
the age of the industry, the degree of market satatien and average firm size in an
industry affect the likelihood of USO formation” {&e, 2004, p. 496). Rosiello and
Parris (2009) conclude that the bio-healthcareosest the main target of UK VCs,
however it is very risky due to high attrition ratdigh capital requirements, long times
of realisation and high uncertainty. Several awgh{@aum and Silverman, 2004; Wright
et al., 2006) have focused on the decision-makinggss prior to the relationship with a
VC, exploring what VCs look for in a proposal omhattractive VC funding is for USOs
in comparison to other funding mechanisms. Howewenge of these open up the black
box of the firm, look at the relationship after thending or say anything about the
relationship between the VC and management. Piremx§dr and Lazega (2011) at least
conclude from a French dataset that personal &éggden VCs and biotech entrepreneurs
improve and facilitate mutual learning and valueiad. Yet, Pinch and Sunley (2009),
who studied a bio-tech cluster at the Universit§gotithampton, found that VCs see their

contribution to the firm as large while entreprersgudged it as much smaller.

The literature cited above investigate VC funditigg Life Science industry and USOs
simultaneously and clearly, the amount of knowleidgemited in terms of data as well
as insights. Therefore, the scope for the review wiglened to the broader VC research
and the broader entrepreneurial population. Wherpussible, references to USOs or
VCs operating in the Life Science industry areuded and discussed. However, since a
clear gap in respect to knowledge on value-addatiyiies, conflicts and the effect of
time on these for VCs and USOs in the Life Sciemckistry exists, it was deemed
appropriate to look beyond the narrow field of U&@l VC research in the Life Science

industry to the broader field of VC research.

All literature identified via the above keyword sgfais included in the table below (see
Table 2). It provides information on the author® year of publication, the journal they
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have been published in, the main findings and tethodology used. The table is sorted

via the publication date.



Author Journal National research | Main findings Methodology
context
De Massis et | Entrepreneurship| N.A. The authors provide an editorial to a speisisilie on sectoral N.A.

al. (2018) Theory and differences in entrepreneurship research and stiggesues
Practice for future research which is sensitive to context.
Meuleman et | Journal of 12 European The authors find that most VCs partner up with sy Regression analysis of
al. (2017) Business countries partners they have worked with before, even iMewants | sample consisting
Venturing to enter a new market and the other VCs might ageh of 1355 cross-border
experience in that market. The syndication happecause | VC investments rounds
of trust between the syndicate members but a sutesti involving 873 different
effect for this trust could be strong institutianghe target | target companies in 12
country/market. European countries
during 2000
to 2008
Proksch et al. | Venture Capital: | Germany This study creates a typology of value+agldictivities and | Content analysis of

(2017)

An International
Journal of
Entrepreneurial

Finance

finds that VCs add value in financial, human andegnance

issues but not on operational issues.

various documents forn
9 German VCs within

longitudinal study
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Cumming and | Strategic N.A. In this literature review of the field ‘entregneurial finance’ | Statistical analysis of
Johan (2017) | Entrepreneurship (among which Venture Capital is situated) the arglawgue | citations in several
Journal that a lot of research is siloed and fragmente@yTh high-ranked journals in
conclude with several promising areas of reseackhe the field
future.
Fassin and Journal of Not explicitly The authors find that ethics should be an impottamd to 12 cases of unethical

Drover (2017)

Business Ethics

mentioned, but the
cases suggest the
data was collected

with European

look at VC-entrepreneur relationships and provide a
taxonomy of unethical behaviours that can explaittiple
ethical conflicts.

behaviour in VC-
entrepreneur
relationships,

narratively retold in the

firms form of vignettes with
content analysis
Zou et al. International China The authors find psychological capital shagp#sepreneur | Inductive,
(2016) Small Business perceptions, behaviours and coping strategiesaircélse of | phenomenological

Journal

VC conflicts. They find that the four resolutiomagegies
they identified, vary depending on the degree f se
efficacy, hope, optimism and resilience.

analysis of multiple
case studies based on
interviews with

entrepreneurs
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L=

Bertoni, Small Business | Seven European | The authors conclude that VC investment pattetfiedi Statistical analysis of
Colombo and | Economics countries between different types of VCs, of which the madstidct relative specialization
Quas (2015) (Belgium, Finland, | are governmental VCs. Furthermore, they find that t indices

France, Germany, | European and North American VC pattern differ.

Italy, Spain and the

United Kingdom)
Appelhoff, International Germany They find that the amount of investor-gregaeur task Regression analysis of
Mauer and Entrepreneurship conflicts vary, depending on the founding teamgisiens- | survey responses from
Collewaert and Management making style. 156 VC-backed start-uj
(2015) Journal firms in Germany
Autio et al. Research Policy N.A. Argue that entrepreneursiiips a broad view on Literature review and
(2014) innovation, including formal and informal IP, sex@s, and | theoretical discussion ¢

processes. The literature follows a non-linearidmtup entrepreneurial
approach. innovation systems
Zambelli International N.A. in a direct The author suggests VCs should use convertible pesf Literature review
(2014) Journal of sense, refers to stock as optimal security design, and while thisaosfirmed
Management U.S. and Canadian by U.S. empirical data, Canadian data suggestsvoitte
Reviews datasets

Alperovych Small Business | Belgium The authors studied VC-backed firms in Belgand found | Regression analysis of
and Economics that VC-backed firms generate higher return rdtas hon- | dataset made up of 99(
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Hubner (2013) VC-backed firms, supporting the hypothesis that \4@d Belgian VC-backed
value. firms

Croce, Marti | Journal of Several European | The authors compared two groups of high-tech fiammd Regression analysis and

and Murtinu Business countries found the productivity of the group that receive@ ¥inds | Wald test on VICO

(2013) Venturing increased in comparison to the non-funded group database

Khanin and Journal of Small | US, California The authors conclude that confltm$ween VCs and CEOg Structural equation

Turel (2013) | Business Strategy of VC-backed new ventures have an impact on tlentidns | modelling based on 104

for future collaborations with VCs.

surveys with US CEOs

of new ventures

Collewaert and

Small Business

Three cases from

The authors find that perceived unethical behavamoong

11 embedded case

D

Fassin (2013) | Economics California, eight | partners leads to blaming. Also, perceived unethica studies; used
from Belgium behaviour affects the VCs’ choice of conflict maeawgnt interviews, emails,
strategy and increases the chance of conflict ascaland | phone calls, documents
of conflict having a negative outcome in the serfdilure | and survey data from
or involuntary exit. previous research with
entrepreneurs and VCs
Drover and Academy of U.S. The authors find that ethical behaviour of \#iigificantly | Metric conjoint analysis
Fassin (2013) | Management influences entrepreneurs’ willingness to partnet ithe on data from 65 active

Annual Meeting

Proceedings

reputation is questionable, it overshadows potewdiie-

entrepreneurs
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adding activities in the entrepreneurs’ evaluabbpotential

partners.

Brettel, Mauer,| Venture Capital: | Germany The authors find that entrepreneurs whoepes a Regression analysis or

and Appelhoff | An International relationship conflict with their VC consider thistdmental | survey data from 152

(2013) Journal of to the value of the VC, while task conflicts areqeéved to | German start-up firms
Entrepreneurial have a positive effect on the perceived value efMEs. with VC funding
Finance

Knockaert and| Small Business | Europe The authors found that VCs focusing on pnéreeurial team Interviews with 68

Vanacker Economics characteristics or finances in their selection pssc European early stage
(2013) undertake fewer value-adding activities. VCs whouton | high tech VCs
technological aspects are found to perform moreeral
adding activities.
Lim and Cu Asia Pacific U.S.; Singapore The authors find that direct trea social network between Regression analysis of
(2012) Journal of VCs and entrepreneurs result in more advice fraerm@ survey data from 85
Management while indirect ties lead to greater level of dissgment. completed responses,

70 from the US, 15
from Singapore,




29

identified via the

Venture Xpert databasg

U

Collewaert Entrepreneurship| Belgium and U.S. | The authors find that entrepres@tno experience more | Regression analysis of
(2012) Theory and task and goal conflicts, have higher intentionexi. Angel | survey data from 65

Practice investors only intend to exit when experiencing engoal angel investors and 72

conflicts. entrepreneurs

Chahine, Journal of UK, U.S. The authors find that the extent of diugref a VC Regression analysis or
Arthurs and Corporate syndicate increases pre-IPO accruals and leadglierh data from various
Filatotchev Finance under-pricing and lower aftermarket performancesseh databases from matched
(2012) negative performance effects are stronger in the US sample of 274 IPOs
Jaaskelainen | International N.A. The author finds that the current stock aériture on VC Literature review
(2012) Journal of syndication can be categorized into the four catego

Management Antecedents for syndication, decisions and motwvetifor

Reviews syndication, composition and dynamics, effects on

performance.

Zheng (2011)

The Journal of

Private Equity

90% of reviewers
on TheFunded.con

are North

Successful VCs are associated with lack of efficyesnd
ncompetence by entrepreneurs. The higher the leradity

Content

o

analysis an
empirical testing of data
the

on website
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American; 80%
have start-up

experience

the more VCs care. Entrepreneurs do not favour an

experienced VC or have a higher opinion of them.

TheFunded.com; als
used Glante Ventur
Capital directory anc
VentureXpert to
triangulate data and g
background
information; Finally,
216 firms in data pool
For the comment leve
they used conter
analysis

For the firm level they
used 2 stage least
square regression

analysis

Rasmussen
(2011)

International
Small Business

Journal

Norway

The authors find that teleological, dialeatiand
evolutionary theories all explain certain life oydtages at

certain points and provide a more holistic, theoattiew.

Longitudinal, multiple
case studies of four
USOs, use of
unstructured interviews

and documents
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Fairchild
(2011)

Journal of
Business

Venturing

N.A.

The authors find that an entrepreneur's chofcéC or
angel-financing in theoretical terms, needs to é&cdptive
and normative. Therefore, they consider both ecaonamd
behavioural factors when developing a model foricof
financier. They consider a case where VCs haveehigh
value-adding capabilities than angels, but where
entrepreneurs and angels have a close, empathedic,
trusting relationship, leading to relational reritsthat case,
a business angel would have been chosen, which tedte
conclusion, that the behavioural aspects need taksa into

account from both sides.

Development of game-

theoretical model

Bengtsson and
Wang (2010)

Financial

Management

90% of reviewers
on TheFunded.con
are North
American; 80%
have start-up

experience

Entrepreneurs prefer independent VCs over othestygb
nVCs. Even though entrepreneurs can identify thektracord
(previous successes) of VCs they do not value fimitis
long track records higher than short track records.

Experiential learning takes place when exposedds.V

Analysed responses o
the VC rating platform

TheFunded.com

Forbes,

Korsgaard and

Journal of
Business

Venturing

uU.S.

The authors found that VC-backed firms expegemore
task and relationship conflicts when the firm rgeéia

down round of financing. Also, founder-led firmspexience

Survey data from 161
CEOs of VC-backed

firms, identified via
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Sapienza less destructive relationship conflicts in ordinapsround | VentureXpert;
(2010) financings. regression analysis on
the responses
Zacharakis, Venture Capital: | Norway The authors find that although VCs see tasKlict Survey of 57
Erikson, and | An International favourably, entrepreneurs do not and entreprerieuria entrepreneurs; structur
George (2010)| Journal of intragroup conflict increases likelihood for intgmeup equation modelling
Entrepreneurial conflict.
Finance
Large and Venture Capital: | -NA- The authors find that within the field thegelittle agreement Literature review
Muegge An International on definition and measurement of value-adding @ms/and
(2008) Journal of little agreement on importance of VCs’ value-adding
Entrepreneurial activities.
Finance




33

Yitshaki
(2008)

International
Journal of
Conflict

Management

Israel

The author found several types of confli€tsntractual,
contextual and procedural conflicts. In terms aftcactual
disagreements, three problems emerged: compang aall
share, financing strategy and exit strategy. Otbeflict
areas are the different perceptions of the firmtted
ultimate goal of the venture. VCs involved stratedjy are
seen as having low contextual conflict, those inedl
managerially have high degrees of conflict. Acaiflicts
are identified as conflicts over strategic decismaking in
respect to R&D and marketing schedules (markeygatc.).
Conflicts over management occur in respect to menag
replacement and VC’s managerial involvement, amdlicts
in respect to the distribution of power were alsersas
actual conflicts. Procedural conflicts were ideatifas the

perception of fairness, informal relations andtimgsthiness.

Inductive, multi-method
content analysis of 42
semi-structured
interviews with VCs
and CEOs and

guestionnaires

Berg-Utby et
al. (2007)

Venture Capital:

An International
Journal of
Entrepreneurial

Finance

Norway

It was found that there are large expeatagiaps between
CEOs’ expectation before and after the investmmok t
place. The gap was seen to be particularly larglearearly

stages of the portfolio firm.

Surveys mailed to 240
CEOs
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Cumming and
Johan (2007)

Financial Markets

and Portfolio

Europe

The authors find that VC cashflow and cdmigits

improve effort and advice provided by VCs. Conflietre

Empirical analysis of

surveys and interviews

Management linked to the quality of the legal system in thaedstd with 14 European VC
country and non-contractual governance mechanisens a | funds (EVCA members
found to facilitate given advice. and 74 entrepreneurial

firms

Cumming, Journal of N.A. The authors find that the empirical evidenoaps to Literature review
Siegel and Corporate buyouts and private equity deals being linked temnive
Wright (2007) | Finance and governance mechanisms that enhance performance

They find that the debate on whether the gainsbean

obtained without taking the firm private is ongaing
Parhankangas| Journal of Finland, Sweden The authors find four types ofjisentment to explain 78 self-report
and Landstrom Business VCs'’ reactions to disappointments caused by ergrequrs. | questionnaires with
(2006) Venturing The analysis also finds that VCs strongly embeddehle VCs (some preliminary

VC community use more active and constructive agges | interviews were

to address the disappointments. conducted beforehand
Knockaert et | International Seven European | The authors found that VC managers with previous Interview data from VC
al. (2006) Journal of R&D clusters: consulting experience and entrepreneurial expegienc managers from 68 firm

Technology Cambridge/London contributed to a higher involvement in value-adding in seven regions in

Management

(UK), lle de France

U
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(France), Flanders
(Belgium), North
Holland (the
Netherlands),
Bavaria
(Germany),
Stockholm
(Sweden), Helsink
(Finland)

activities. The more diverse an investment manager’

portfolio, the less involvement in value-addingiates.

Europe from high tech

firms in R&D clusters

Vanaelst et al
(2006)

Entrepreneurship
Theory and
Practice

Flanders, Belgium

The authors found that membetsarhs in USOs evolve
over time and cannot be studied individually. Tésan
members sometimes bring different experiencestmresthe

same view on doing business.

Inductive, multiple case
study design with 10
USOs

Maula et al.
(2005)

Venture Capital:
An International
Journal of

Entrepreneurial

Finance

uU.S.

Independent VCs better assist entrepreneurs

to arrange finance, recruit key employees, aduise o
competition and develop the organisational resauot¢he
growing enterprise. Corporate VCs

are more effective than independent VCs in atingdioreign
customers and providing advice on the technologses! by

the portfolio firms.

91 surveys to CEOs and
CVCs in 2000; pair-
wise univariate
comparison and

regression analysis;
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Wright, Pruthi | International -NA- The study finds that the influence of institutal contexts, | Literature review

and Lockett Journal of especially the role of social networks and cultued VCs

(2005) Management crossing country borders are under-researched.areas
Review

Dolvin (2005) | Venture Capital: | Thomson VCs, particularly the ones of higher quality, ass@ciated | Set of 4606 IPOs from
An International | Financial’'s SDC | with lower issuance costs (both direct and ind)rect 1986-2000; comparison
Journal of New Issues increased upward price adjustments, and shortkujoc of the best 11 VCs

Entrepreneurial

Finance

Database; the 11
top VCs were all

North American

periods.

(according to a Forbes
list) to the others in the
industry; use of

descriptive statistics and

multivariate analysis

Zu
Knyphausen-
Aufsess (2005

Venture Capital:
An International
Journal of

Entrepreneurial

Germany/US:
Eight cases from

corporate VCs

Corporate VCs can add different degrees of valae vi
entrepreneurial spirit development, strategy dguwalent and
implementation, technological capability and socegbital.

The degree to which the corporate VCs can add value

Multiple case study
approach; used
interviews and

secondary data

Finance depends on the corporate VC.
Busenitz, Fiet, | Journal of uU.S. The study found that strategic informatiomiggpassed from Annual surveys to VC-
and Moesel Business VCs to their portfolio firms do not enhance the twge’'s backed firms from
(2004) Venturing long-term performance. VCs dismissing staff hasgative | 1889/1990-2000; usable
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effect on the performance and VCs intervening in a

sample of 183;

procedurally just manner has a positive effect. hypothesis testing

Poole and Van| Chapter in the NA The authors discuss various stage and life aymdels for | NA
de Ven (2004) | “Handbook of organisations.

Organizational

Change and

Innovation”
Vohora, Research Policy UK The authors found there arerakstages USOs go throughInductive, qualitative
Wright and and there are four distinct critical junctions (oppnity multiple case study,
Lockett (2004) recognition, entrepreneurial commitment, credipifind based on field studies 4

sustainability). The phases however are non-linear.

nine spin-offs at seven
British Universities.
Data was collected
mostly via semi-
structured interviews
from USOs, VCs and

Universities
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[

Clarysse and | Journal of Belgium The study finds that the development oféh&repreneurial | Longitudinal study of a
Moray (2004) | Business team happens simultaneously to disruptive chargtset USO with seven team
Venturing firm. members
Use of qualitative data,
obtained via interviews
and participant
observations
Druilhe and The Journal of UK The authors find that academic spin-outs areanot Statistical analysis of
Garnsey Technology homogenous group and the resource-based view and empirical dataset of 10
(2004) Transfer Penrose’s work can help develop typologies for -spits. academic firms from
Five types of spin-outs according to nature anficdity are | Cambridge University
identified: The easiest, research consultatiomrsac plus nine case studies
licensing and selling IP, third software, fourtmg@uct and | on which data was
fifth to create infrastructure. collected via participan
observations
Kaplan and The Journal of U.S. The paper finds that agency risk has an effiecontracts | Regression analysis,
Strémberg Finance and VCs consider hold-up danger in their assessment | based on sample of 67
(2004) Depending on the actions VCs plan to undertakg, tise VC-backed firms

equity or contractual control.
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Kaplan and
Stromberg
(2003)

National Bureau
of Economic
Research

Reporter Online

-analysis of several VCs try to reduce principal-agent conflicts in threays:

empirical papers-

sophisticated contracting, pre-investment
screening, and post-investment

monitoring and advising. The three activities dosely
linked.

-analysis of several

empirical papers-

Seetre (2003) Venture Capital] Norway Find that two types of entrepreneurs exvip try to acquire| 20 semi-structured
An International informal VC (also referred to as Business ang€se type | interviews with
Journal of focuses on a match between the own firm and thestov, | entrepreneurs within
Entrepreneurial the other sees capital as a scarce resource. four case studies
Finance

Torres and Irish Marketing | Ireland For the Irish IT sector, networks are idfeed as important | First, unstructured in-

Murray (2003) | Review for start-ups’ success. VCs were seen as enalfleetworks| depth interviews with

and facilitators.

two VCs and three
CEOs of SMEs. Then,
semi-structured
interviews with CEOs
of three VC-backed
SMEs embedded in

networks
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Wright and Journal of UK The authors find that VCs in a lead positioraiayndicate | Pilot interviews and a
Lockett, Management typically have larger equity stakes and information two-stage survey, to
(2003) Studies asymmetries are avoided by contracts. The managemen| 106 VCs in the UK with
happens via non-legal sanctions in the form ofriepdtation| 58 respondents,
for the syndicate partner. They also find that eipibwer is | statistical analysis of
formally distributed, the lead has an advantagaaking results
time-critical decisions on his own.
Arthurs and Entrepreneurship| N.A. The authors find that agency theory has releeaonly in the| Theoretical analysis
Busenitz Theory and pre-funding era of VC-entrepreneur relationships.
(2003) Practice Stewardship theory is considered ineffective. Tinbars
find three gaps in current theoretical work: Gaalgruence
and trust should be assumed, VCs should be coesideore
than partial financial owners and they should besatered
as extensions of the individual entrepreneur.
Zeng and Chen Academy of N.A. The authors demonstrate how a social dilenrena tan be | Theoretical discussion
(2003) Management applied to multi-party alliances and formulate sale
Review propositions on how the alliance can prevent failur
Higashide and| Journal of UK The authors find that, from the perspective @sy conflict | 80 Surveys with VCs
Birley (2002) | Business between VCs and entrepreneurs is positively assatisith

Venturing
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venture performance while personal conflicts agatigely

associated.

Ir

Gabrielsson | Venture Capital: | Sweden The results showed that VCs use the baattie portfolio | Reports from four
and Huse An International firms purposefully, but that there are relationsaeen the | different, empirical
(2002) Journal of differing attributes of VCs and their board invatvents in | studies; three of the fot
Entrepreneurial the portfolio firms. They show that boards in VQ&ked studies used
Finance firms are more active than boards in other firmd @rat the | questionnaires, the
VC and the entrepreneur/owner-manager of the damrtfo | fourth used in-depth
firm may have differing expectations of board roles interviews based on tw
case studies
Brander, Amit | Journal of Canada The authors tested whether VCs invest dicgtes because Regression analysis on
and Antweiler | Economics and the screening is improved or their advice skillmptement | survey data from 584
(2002) Management each other. Their findings show that VCs investyindicates participants
Strategy because they can each contribute to the portfoho f
Hellmann and | Economic uU.S. The findings show that VCs help portfolio fgro build up | Regression analysis of

Puri (2002)

Review-Federal
Reserve Bank of
Atlanta

their human resources but also replace CEOs astilfese

actions are interrelated.

survey data, interviews
and database
information from 170

high-tech firms
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Flynn and
Forman (2001)

Journal of
Developmental

Entrepreneurship

u.S.

The study finds that early stage portfolionBrof VCs need
help in negotiating legal and governmental-relassdes.
They also benefit more from the VC's attempt toshss
crises. To them, personal discussion matters noctitean
structured information. VCs have a significant ircipan

early-stage firms’ performance.

Random sample of 76
VCs; used Pratt’'s Guid
of the VC industry,
which only includes US
VCs; the sample
consisted of VCs from
all industries but
healthcare and bio-tech
made up 50% of the

sample

D

Shepherd and
Zacharakis
(2001)

Venture Capital:
An International
Journal of

Entrepreneurial

Finance

N.A. — theoretical

paper

The authors develop a theoretical framework fourkeit
testing on the role of trust in VC-entrepreneuatiehships.
They argue that entrepreneurs can build trust thighvVC via
signalling commitment and consistency and beingaiad
just. They should also obtain a good fit with thartner and
have frequent and open communication. Furthernoes,
propose that open and frequent communicationssaat a
catalyst for other trust building mechanisms. Hindahey
suggest that the relationship between controlf aind

confidence in partner cooperation has a curvilirskape.

N.A.
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De Clercq and
Sapienza
(2001)

Venture Capital:
An International
Journal of

Entrepreneurial

Finance

N.A.

The authors find that organizational learningory and
social exchange theory can be included in researtdiCs
and relational rents can be created in VC-entreuredyads

via relation-specific investments and knowledgerisiga

Theoretical discussion

Sweeting and
Wong (1997)

Journal of
Management
Studies

Case study of a V(
firm in the UK

with seven investe
cases forming a
cross-section of
their portfolio (four
Management
Buyouts, two start-
ups, one

expansion)

C The study finds that a hands-off management apprbogc
VCs only works with trust and by selecting portfofirms

ecompatible with this leadership style.

Case study, carried out
in 1993 by the use of

structured interviews

Busenitz et al.
(2997)

Entrepreneurship
Theory and

Practice

u.S.

The authors find that the VCs’ use of contractovenants
can significantly decrease the teams of firms’ pption of

fairness.

Regression analysis of
results from 116
surveys with VC-

funded firms, of whom
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83% operate in the

high-tech sector

Cable and Academy of N.A. The authors argue that the prisoners’ dilemwith a long- | Theoretical discussion
Shane (1997) | Management term perspective can explain VC-CEO relationshiggtsel

Review than principal agent theory.
Murray (1996) | Entrepreneurship Europe: 6 high- The author argues that entrepreneurs are excelftyiona Exploratory case studig

Theory and tech firms across | talented and VCs’ task is to choose them careféllso,

Practice France, Germany, | VCs have to have complementary skills to the engregur

UK and Denmark | to bring the company forward.
Sapienza, Journal of US; UK; The study found that VCs in the four studied caest(US; | Extensive interviews
Manigart and | Business Netherlands; UK; France; Netherlands) see strategic input as hggest | with VCs and portfolio
Vermeir Venturing France value-adding activity, acting as a mentor as seeutthird | CEOs and follow-up
(1996) networking. guestionnaires (65 in
total)

Sapienza and | Academy of U.S. The authors find that timely feedback improtresrelations | Regression analysis of
Korsgaard Management between VCs and entrepreneurs and the procedstalgu | results from surveys
(1996) Journal theory is a strong framework to study timely feezkba with 118 CEOs of VC

and an experiment with

a University master

degree class

S
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S

Geyskens, International U.S. and The authors find that calculated commitment (expgc Regression analysis of
Steenkamp andJournal of Netherlands value return) increases with interdependence betivee results from
Scheer (1996) | Research in parties, while trust increases affective commitn{ar@nting | questionnaire response
Marketing to maintain the relationship). from 289 Dutch car
dealers and 417 U.S.
dealers
Fried and California uU.S. Argue that VCs have three types of power: Mof@mal Case studies of 14 VC
Hisrich (1995) | Management power and personal relationships. In addition, tteayadd | backed firms; personal
Review value by operating services, networks, and monapsti. interviews, in addition
some triangulation with
grey literature
Steier and Journal of U.S. The authors argue that staged funding withipielVCs Case study design; dat
Greenwood Management requires clear understanding of each VCs’ roleoAlteing | collection involved
(1995) Studies funded by a VC offers follow-up funding opportuesi interviews, site visits

and archives; at one V(
five interviews were
conducted with VCs, at
two other VCs one VC
was interviewed; in

addition five CEOs and

D

)
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two co-founder were

interviewed
Elango et al. | Journal of uU.S. VCs can be divided into four groups basedcherstage of | Questionnaire,
(1995) Business interest, three groups in terms of time spent @ gartfolio | involving 149 firms
Venturing company and no groups in terms of the quality of
management.
Lerner (1995) | The Journal of | U.S. The author shows that VCs’ representatiorherbbard Empirical analysis of

Finance

increases around the time of a CEO turnover, aaidttie
distance between the VC firm and the portfolio fimmatter

in terms of frequency of board representation.

271 biotech firms with
VC funding, identified

via Venture Economics

Jehn (1995)

Administrative

Science Quarterly

Not specified, just

mentions an

The author found that task and relationship cotsfliave
different effects on performance of groups. Alster-group

Regression analysis

based survey data fron

international conflicts on tasks can even have a positive effect. 589 employees in 26
headquarter management teams and
79 work groups
Ehrlich et al. | Journal of California Private investors and VCs are similathair investment 47 questionnaires
(1994) Business time horizons and focus on high-tech firms but tlgfer in
Venturing respect to stage and size of investment, geograpty

motivation of investment.




47

Sapienza and | Academy of U.S. The study found that frequency of interactetween VC | Unstructured
Gupta (1994) | Management and CEO depends on the extent of VC-CEO goal cemge interviews, semi-
Journal and the degree of the CEO's experience. The vésiege | structured interviews,
of development, and the degree of technical innomatlso | questionnaires and
explain the frequency of interaction. However, degree of | surveys with in total 51
management ownership had no impact on the frequaincy| VC-CEO pairs
interaction.
Sapienza Journal of U.S. Findings are that strategy, level of innovatmd Questionnaire sent out
(1992) Business environmental uncertainty explain most of the vasiain in 1988 to VCs and
Venturing the value of VC involvement. CEOs, 51 matched-
The more innovation is pursued by the venturebes pairs obtained
frequent the contact between the VC and CEO, themo
open the communication, and the less likely ardlicts of
perspective in the dyad.
The study also found that the stage of the firr€BO
experience had no significant impact on value added
Gupta and Journal of U.S. VC firms which specialise in early stage veesy prefer lessRegression analysis or
Sapienza Business industry diversity and a narrower geographic sc@Queporate 169 VC firms
(1992) Venturing VCs prefer less industry diversity but broader geppic
scope in comparison to non-corporate VCs. Largers VC
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however, prefer greater industry diversity and Ueva

1S =4

geographic scope in comparison to small VCs.

Carroll (1991) | Business N.A. The author discusses the notion of moral manmant and | Conceptual discussion
Horizons develops a stakeholder/responsibility matrix.
Ooghe, Journal of Europe VCs’ sources of funds, preferences for séaglesector of | Statistical analysis of
Manigart and | Business industry, extent of market share and regulatorsnéaork data from European
Fassin (1991) | Venturing vary on a country-by-country basis. Ventures
Gomez-Mejia, | The Journal of uU.S. Results show that VCs are deeply involvedstatadishing Participant observation
Balkin, and High Technology policies and monitoring managerial activities ightech and interviews with 10
Welbourne Management firms. VCs and 10 CEOs of
(1990) Research high-tech firms
Barry et al. Journal of uU.S. The analysis finds that VCs specialise in rmwimg services| Statistical analysis of
(1990) Financial for their portfolio firms and maintain their investnt empirical dataset of 13
Economics beyond the IPO. They also serve on the board af the IPOs with VC backing

portfolio firms.

and 1123 IPOs without
VC backing from
Venture Economics
Database and the Pratt
Guide
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Gorman and | Journal of uU.S. The study finds that early stage lead VCs dpdrout 10 49 questionnaires to
Sahlman Business times the time as a late stage VC on their podffitms. VCs
(1989) Venturing
MacMillan, Journal of u.S. Three distinct levels of VC involvement wedentified and | 62 Questionnaires
Kulow, and Business four distinct areas of involvement: development and distributed to VCs;
Khoylian Venturing operations, management selection, personnel mamgem| regression analysis of
(1989) and financial participation. the results
Sapienza and | Frontiers of U.S. VCs are rated in three categories of valushigh Questionnaire sent out
Timmons Entrepreneurship importance roles, the medium importance roles hadaw | in 1988 to VCs and
(1989) Research importance role, each with slightly different valagding CEOs, 51 matched-
activities. pairs obtained
Tyler (1989) Journal of U.S. The authors find that trust towards authajtreeutrality of | Regression analysis of
Personality and authorities and standing of authorities are theikpyts to | telephone interviews
Social psychology explain a perception of procedural justice. with population in
Chicago
Perry (1988) The Academy ofl U.S. Based on three case studies develop a typolothyee Interviews with
Management different natures of VC-founder relationships. founders, employees
Executive and VCs
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Timmons and
Bygrave
(1986)

Journal of
Business

Venturing

u.S.

The authors argue that many portfolio firms @ncentrateo
with few VCs, that the type of non-monetary inpeteived
from VCs matters most to entrepreneurs and thiat a f
between firm and investor is crucial for accelenatffects.
There also is a geographical concentration of ahpit

noticeable in certain U.S. regions.

Use of venture

economics database af
field interviews; Cluster

analysis and regressior

analysis used

nd

Dawes (1980)

Annual Review (

Psychology

DNLA.

In this book chapter the author argues thatad@ilemma
can be solved when participants understand the gawhe
they believe that the other parties will not defect

Literature review and

theoretical discussion

decision is to choose the selfish option.

Emerson Annual Review off N.A. The author argues that a resource is only &xgbd between Theoretical discussion
(1976) Sociology parties if there is a value return contingent on it
Rapoport and N.A. In this book on the prisoners’ dilemma, thehors show that Several experiments
Chammah in certain circumstances the rational behaviourrfdividual
(1965) parties is either to collaborate or defect.
Olson (1965) N.A. Theoretical discussion on thgad of collective action, N.A.
public goods and the theory of groups.
Nash (1951) Annals of N.A. The author argues that the only logical bebawrfor each Theoretical discussion
Mathematics player in a two-player prisoners’ dilemma with epeated

Table 2 Categorisation of all relevant literature



From Table 2, several conclusions and observatorthe field of VC research can be
drawn. First, it shows that the majority of reskamn VC-entrepreneurial firm

relationships has been conducted in the U.S. Tipdigations of this regional bias are
discussed later on in this chapter but clearlyrehe a gap in respect to VC-focused
research in Europe and a gap for comparative refsehris important to address these
gaps to avoid that management practices from tise &ke applied in Europe without
paying attention to the European countries’ cont®dcond, while the majority of

research in the earlier years of the field focused/alue-adding activities by VCs, the
field clearly moved towards studying conflicts asesmerging topic in recent years. The
higher frequency of research papers focusing oflicbtopics in recent years confirms
this. Third, about 60% of the relevant and citedeegch in the following has been
published in “Journal of Business Venturing”, an@\ur star ranked journal (Chartered

Association of Business Schools, 2015), highligihtime relevance of the topic.

2.2.2 Value-adding activities

Turning to the literature review’s first questioitijat are different value-adding activities
by VCs?), the literature provides several insightss widely agreed that VCs provide
aspiring entrepreneurs with funds and also haviedirect effect on the firms’ financial
situation. In respect to financial value-addingiaiteés, Berg-Utby et al. (2007)
summarize that VCs provide funds and follow-up siwgents (either provided by
themselves or sourced via the VCs’ networks), tiadg a certification role in IPOs, help
to avoid under-pricing, help to obtain higher véioia at IPO and are associated with
lower issuance costs, and better performancel&@rthan non-backed firms. While the
financial added-value of VCs is widely undisputedn-financial added-value presents a
more complex view. Based on a lack of coherent tstdeding of what added-value
means, Large and Muegge (2008) reviewed articleshnamfinancial value-adding
activities and developed a typology of eight diéiercategories. This typology (see Table
3) has two categories with an external orientafiegitimation and outreach) and six
categories with an internal orientation (recruitimgandating, strategizing, mentoring,

consulting and operating).
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Legitimation

“Providing credibility, reputation, legitimation,

validation, comfort, certification” (p. 41)

Outreach

“Providing active promotion, introduction

negotiations, winning deals” (p. 41)

Recruiting

“Advising, doing reference checks, recruitirn

negotiation, assessment, replacement” (p. 42

g,

N

Mandating

“Providing contract and policy terms, contt
rights, stock rights, contingent right

performance targets, reports, controls” (p. 42

ol

Strategizing

“Developing business concept/strategies, dg
strategic planning, keeping focus on longer-t¢

strategic direction” (p. 42)

ing

2Irm

Mentoring

“Providing mentorship, advice, coachin
guidance, facilitation, feedback, motivatig
patience, moral support, friendship; acting
confidant, sounding  board, implantir

entrepreneurial orientation” (p. 42)

g,
n1

as

9

Consulting

“Providing business intelligence, contag
expertise, competence, teach business skills
43)

ts,
" (p.

Operating

“Providing monitoring, controlling, decisio

making, compensation and incentiv

appraisals, discipline, day-to-day handst

management, professionalization, managi

crises and problems” (p. 43)

Table 3 VC’s non-financial value-adding activities,based on Large and Muegge

(2008, p. 41-43)

Although this is the most comprehensive categaosabf different value-adding

activities, it should be noted that none of thegrapeviewed by Large and Muegge (2008)

mentionall categories of their typology as added-value inpligbles 2 and 3 of Large

and Muegge's (2008) paper (see pp. 28-31 of theteg summarise the individual value-

adding inputs as defined in the reviewed papersodgnthese, Ehrlich et al. (1994)

provide the most extensive categorisation of vadeémng inputs. Their categories of

added-value include financial participation, persgin management,

management
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selection, development and operations, reportind) @oerational controls, reporting
targets and sought expertise. Only recently andtiuely on VCs’ value-adding activities
has created a typology with several dimensionseigog most of Large and Muegge'
(2008) categories. This study was undertaken bidetoet al. (2017) and introduced the
six dimensions financial, strategic, governanceragonal, network, and human capital
improvements, which still misses some of the eldmatentified by Large and Muegge
(2008). However, depending on the perspectivesctimexts and the entrepreneurial
populations in which data has been collected, #laeradding inputs vary widely, as

discussed in the next section.

2.2.2.1 Different entrepreneurial populations

Among Large and Muegge's (2008) reviewed papern® tisea difference between the
perceptions of value-adding activities of VCs anttepreneurs and within the two camps.
Ehrlich et al.'s (1994) latter three categoriesvalue-adding inputs were based on
entrepreneurs’ perceptions and differ from the fosir categories, which were based on
data collection among VCs only. Flynn and Forma@0(9 based their categorisations of
value-adding inputs purely on data from VCs andtbthey added value in the forms of
information gathering, decision-making styles, dexi-making techniques, information
gathering devices and the availability of resourégsksch et al. (2017) also collected
their data from VCs only but found that VCs adaiadf value in financial, human and
governance issues but less in respect to netwoiks@ value on operational issues. On
the other hand, Maula et al. (2005) focused orepnéneurs and found that value-adding
input in this context comprised ‘adding additiomalestors’, ‘adding key employees’,
‘adding partners’, ‘adding domestic customers’ diag foreign customers’, ‘advice on
the market’, ‘advice on competition’, ‘advice onch@ology’ and ‘advice on the
organisation’. Obviously, little overlap exists.i$theterogeneity is also reflected in the
research by Bengtsson and Wang (2010), who, usiagwebsite TheFunded.com,
analysed entrepreneurs’ feedback about their V@d@md that, in respect to the post-
investment added-value, the fit with the VC mattétss is especially important in terms

of the industry and of providing uniform and predlade directions.

“Specifically, entrepreneurs have a more favowgaiew of VCs
that have valuable contacts, provide operationk, lzessist with
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recruiting new employees, facilitate in raising @odal capital,
and, to a lesser extent, assist the company at(Behgtsson and
Wang, 2010, p. 1397).

Zheng (2011), using the same database, foundt@dtigher the density of VC firms, the
higher the competition, and therefore the effottipto relationship-building. They argue
that new VC firms are friendlier because they niedstablish a good reputation, with
one area of special discomfort to entrepreneunsgbtiie long response times of VCs.
While Bengtsson and Wang's (2010) findings fit intarge and Muegge's (2008)
typology, Zheng's (2011) findings do not, and tbgrprovide further evidence for the
variety and heterogeneity of findings made fronfiedldnt perspectives in respect to value-
adding activities. The fact that entrepreneursivgieare underrepresented in the field
constitutes a gap in the literature. Addressing gap matters because it will allow to
have a second perspective on the topic and coniip@ar¢he VCs’ view. Neglecting the
CEOs’ view would mean studying value-adding adgitvithout an opinion on the value

of the value-adding activities at the receiving.end

In addition to the differing perspectives of VCglantrepreneurs, the importance of the
context for entrepreneurial activity is crucial {dright, Pruthi and Lockett, 2005; Autio
et al., 2014; De Massis et al., 2018). Therefanetlzer explanation for the heterogeneity
of value-adding inputs is the diverse contexts mithihich data is collected, as well as
the timing of the data collection during the VCaUdahe entrepreneurs’ relationship. As
was evident from Table 2, the majority of data eciiions took place in the U.S.. Very
few studies focus on national differences in teahthe VC industry but those that do,
highlight differences between VCs in the U.S. atiteoregions like Europe or Canada
(Bertoni, Colombo and Quas, 2015). One of the femopean studies on value-adding
activities by VCs was conducted by Murray (1996hovstudied how VCs added value
for early-stage high-tech firms and their respec¥\Cs in Europe. Murray collected data
from six high-tech, early-stage firms across Eurffpance, UK, Germany, Denmark)
and found the value-adding inputs perceived by bifls and entrepreneurs to be: (1)
strategic and marketing decisions, (2) commerdkdlss (3) technical expertise, (4)
experience with target markets, (5) rigorous finainacontrol, (6) imposition of
demanding targets, (7) identification of additionednagement resources and lastly (8)
assistance with recruitment. However, perceptidivghich value-adding input mattered

most to the entrepreneurs varied strongly betwéencases, as did the level of VC
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involvement. Subsequently, the authors conclude dbaeralising from their findings
would be premature. Another study, conducted indt&, the UK, the Netherlands and
France by Sapienza, Manigart and Vermeir (1996xar@ned the determinants of
interaction between VCs and CEOs, the roles VCgmassand VCs' perceptions of how
much value they add through these roles” (p. 489jile they found the American and
British VCs to be quite hands-on, the French V@§ered a hands-off management style.
Furthermore, the Dutch VCs seem to add more valtiee early stages of their portfolio
firms, while the French VC firms added more valu¢he later stages. Referring to other
fragmented results from the European VC literattivey state that:

“studies in Nordic markets reveal the following) {th Finland,
the activities of financing and active oversighé aated most
important [...] (2) in Sweden, [it was] [...] found eepreneurs
rate access to capital, to VC competence, to nsoigbort, and to
networks most important [...] [and there are] fouylest of
venture VC involvement: consultancy oriented, meottented,

operations oriented, and structure oriented”, 44.)4

These results support Ooghe, Manigart and Fas8Bijiwho found the VC industry in
the U.S. to differ structurally from the Europeamepwhich in itself differs among the
national markets, thereby justifying an approadht iB sensitive towards context and

national characteristics.

Apart from the dominance of North American studiégre also are differences among
the entrepreneurs and investors studied in the i®ld. f\While the majority of papers
focuses on the general VC and entrepreneur popafativith an emphasis on high-tech
industries, some studies focus on particular swloyas within the general VC population.
Ehrlich et al. (1994) for example collected datairVCs and private investors, while
Sweeting and Wong (1997) collected data in a V@ fin the UK that had four
Management-Buy-Outs in its portfolio, Seetre (20@8used on informal capital and zu
Knyphausen-Aufsess (2005) compared private VCs edgthorate VCs. Knockaert et al.
(2006) also focused on a sub-group of VCs, namigly-tech VCs. This study was not
included in Large and Muegge’s review and argues ttiree added-value items are of
particular importance for high tech VCs, namely tiegotiation of intellectual property

rights, recruitment of the head of Research andel@gwnent and forming an advisory
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board (see pp. 9-10). While an overlap of resulteespect to value-adding input can be
seen, these studies also found important valueagdatitivities that were not mentioned
in previous studies. Therefore, when studying addgde by VCs it should be noted that
different VC types have different value-addingatyiapproaches and that research from
the U.S. can not necessarily be applied to the fgmo context. Consequently, the
perceptions of added-value inputs by VCs vary aerably among VCs and

entrepreneurs, between Europe and the U.S. ancbetsub-groups of the general VC
population, e.g. Business Angels, Corporate VCssattialist VCs. Given that several
studies argue that VCs add value (Brander, AmitAangveiler, 2002; Alperovych and

Hubner, 2013; Croce, Marti and Murtinu, 2013), tieed for exploratory research

becomes apparent, to answer the questions: Whainarepreneurs’ perception of the

value added by VCs to their firms in a Europeart@drand in the Life Science industry?

2.2.2.2 Value-adding activities over time

This leads to the second review question (Do thesvadding activities change over time
and if so, how?) which is reviewed in the followirrst, how the broader VC literature
incorporates the concept of time when looking diyestage firms in general, is discussed.
Second, literature relating to the concept of twith regards to USOs in particular,
however not related to VC involvement is discuss¢d.research could be found that
combines studying USOs with the impact of time,deeno paper could be included in
this review. As a result, the above two strandétefature are the ones closest to the
desired object of study. Those two strands ofditene are discussed, as both contribute
a better understanding of the existing body of kiedge and, in combination, make the
contribution of this thesis obvious, which is tardamne the relationship over time with
VCs with USOs.

When looking at the broader VC literature and hbwgorporates the concept of time,
two different approaches can be identified: Firskkerature on the different levels of
involvement of VCs and their effects (with incorsilte and contradictory results), and

secondly, fragmented literature on added-valuedhahges with the firm’s age.

Several scholars explore differing levels of VCalwement in the new venture, ranging
from a very hands-off approach to a hands-on agpraadth intense involvement. These
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scholars offer contradictory findings and a divigrsof VC involvement is noted
(MacMillan, Kulow and Khoylian, 1989; Barry et aL990; Gupta and Sapienza, 1992;
Sapienza and Gupta, 1994; Elango et al., 1995;dret®95; Sweeting and Wong, 1997,
Cumming and Johan, 2007). While the level of ineohent does not allow clear
conclusions, some of the scholars came to coneiasisth respect to added value over
time and at certain points of time. Barry et aB9@) shows that the length of time the
VCs spent at the portfolio firms’ boards has a pasieffect on their ability to advise and
add value. Lerner (1995) shows that VCs have ag&oengagement with, and influence
on, the venture around the time of CEO turnoverd Alumming and Johan’s (2007)
European dataset shows that VCs spend 25% oftthedrat ventures whose risk they
assess to be 10% higher. Adding to this, Gomezayigalkin and Welbourne (1990)
interviewed VCs and CEOs in a U.S. region and faiad, in the early stage, VCs spend
more time on their portfolio firms and on areasvimch the current management team is
not competent. They conclude that life-cycle stayesan important determinant of VC
involvement. While the above research looks at imeerather unstructured fashion, the
theory of life cycle stages is a more structurggragch, employing a sequence of stages
or phases (Poole and Van de Ven, 2004). A numbsclaflars use life cycle theory for

research on VCs’ involvement with portfolio firms.

Flynn and Forman (2001), focusing on the impadifefcycle stages, investigated the
impact of the variables demography, environmembrmation processing, structure and
decision-making on performance of VC-backed firmasrahe course of the firms’ life
cycle. Although there were differences among VCe wivested in later stages and those
investing in earlier stages, they only distingugsbetween early- and late stage, defining
late stage as mezzanine capital and bridge investrii@éerefore, limited conclusions
about added-value from VCs over time can be drawespect to early stage firms. One
of their main findings is the greater need of eathge firms for aid on the negotiation of
legal and governmental issues and a greater neepefsonal discussion rather than
formalised information-seeking processes. Their ganhowever, was based on 76
questionnaires distributed to the general U.S. V@putation, leaving out the
entrepreneurs’ view. Berg-Utby et al. (2007) stdd#€ portfolio firms’ expectations and
post-investment perceptions of VC support withimgndifferent industries and, as part
of their survey-based data collection, asked tBparedents to indicate which life-cycle
stage they were in. The scholars defined fourdifele stages, namely: (1) development;

(2) commercialization; (3) growth; and (4) maturitjhey compared data from firms in
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different stages and found the difference betwegre&ations and perceptions of VC
support changed at different life-cycle stages. rAfieom the observation that the
perceptions of VC support differed from stage aget no more details are provided on

howthey differ.

When looking at the specific case of USOs and therelopment or evolution over time,
several scholars have provided fascinating insjgtitisough none relate to VCs. Vohora,
Wright and Lockett (2004) for example show that 430 through five distinct phases
in their company life and pass through four didtireitical junctions. The phases are
described as research phase, opportunity framiraggyhpre-organization phase, re-
orientation stage, and finally sustainable retuptmse. The critical junctions are
‘opportunity recognition’, ‘entrepreneurial comms#mt’, ‘venture credibility’, and
‘venture sustainability’. Other studies by Claryssel Moray (2004) and Vanaelst et al.
(2006) used Vohora, Wright and Lockett's (200499@#% model as a categorisation tool
to analyse the interaction between different mesloérthe entrepreneurial team over
time and they could show that several changes aethe entrepreneurial team over time,
which can be separated into four distinct phases ®ut of the four phases refer to
possible interaction with VCs. In phase three, amight be contacted for fund-raising
and the VC might bring an external CEO on boartheffirm (also known as “surrogate
entrepreneur”). In phase four, it might happen thatfirm has several rounds of funding.
The establishment of an external CEO by the VC hewes nothing new or surprising,
and several authors discussed this form of VCsédéddhlue (see previous section). Apart
from that, no insight is provided on how the raaship with the VCs evolved and

developed.

Lastly, a research study by Druilhe and GarnseY42&hows that USOs’ business
models change over time and their resource depeiedechange too, thereby providing
further evidence for the importance of the impddiroe on the development of the USOs.
Research by both Vohora, Wright and Lockett (2@04) Vanaelst et al. (2006) however,
stresses that even though the firm/team has totpemsgh the previous stage to get to
the next one, this process of passing is an iteration-linear process. Therefore, they
conclude that life-cycle stages have to be consiiearefully. This argument is also
developed by Rasmussen (2011), who says that arcesbased view or life cycle theory
is not the only theory that can be used to studyitifluence of time on new firms or

USOs in particular. He argues, two distinct theoBaist in academic entrepreneurship
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research. One being variance theory, which dedls variables and causalities, which
the majority of the above studies on VCs’ involveinemploy, and the second being
process theory, which looks at states and evehesniajority of the above cited studies
however apply either a variance theory approach bie-cycle theory approach and,
while all of the above studies are interesting padly even look at the influence of time
on USOs and show that change occurs constantlytikedife time of a firm, none relates
to VC. Cleary, a gap in respect to studying VCdueaadding activities over time for the
specific case of USOs exists. Filling this gap erattto gain insights on the changing
needs of USOs over their lifetime and ensure thest possible development. Without
insights in this regard, it might happen that US@ssupported with ill-fitting actions at

the wrong times.

2.2.3 Conflicts

Thus far, the ‘up’ side of VC-entrepreneur intei@tt namely added-value, has been
discussed; however, as the table at the beginrinbeoreview showed, research has
recently started to focus on the ‘down’ side of W@ancing, namely conflicts that arise
in VC-entrepreneur relationships. This section mewews research answering the third
and fourth review questions (‘What is known abawtfticts with VCs and in particular
the nature, causes and resolution strategies dhasrbetween VCs and CEOs?’ And
‘Do conflicts between VCs and CEOs from their partf firms change over time?’). The
following section provides an overview of the reasbaon conflict between VCs and
CEOs. Once again, the scope is widened to the brdédd population and portfolio firms’
literature, since no research could be identifret has looked at conflicts with VCs in a
USO context. The section then discusses two frameyavhich integrate the majority
of the findings made in earlier research, but stifs some elements of the literature

looking at VC-investee conflicts.

VCs face four generic threats when interacting vathrepreneurs: The entrepreneur
might not work enough, the entrepreneur knows bisAkills better, the danger of
conflicts in the future and a hold-up danger (Kapknd Strémberg, 2004). These
conflicts, as perceived by the VC, have a signifidenpact on control rights, cash flow
and contingent compensation. Conflicts, when nedlked appropriately, can lead to the
termination of a relationship and therefore podettaal threat to an investment and its
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expected returns. Contracts serve to avoid thegeneric threats outlined by Kaplan and
Stromberg (2004¢x-ante hence prior to the commencement of the formailtiaship.

To reduce the ex-ante problems, contracts comagstor rights on (1) the cash flow, (2)
control and veto, and (3) the exit, which can takeimber of forms (see Figure 2 below).
The content of contracts is non-standardised apdrus on the negotiations between the

VCs and the entrepreneurs (Zambelli, 2014).
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Figure 2 Contract structure in venture finance
Source: Zambelli (2014, p. 504) An in-depth exptaomaof each term can be found in

appendix 2 of Zambelli's article. For the reasorbvity this overview was chosen.

However, as contracts are made ex-ante, they a@yslincomplete due to bounded
rationality, meaning that the parties who set updbntract and sign it cannot possibly
think about all scenarios the contract would needaver to be complete (Wright and

Lockett, 2003). Apart from contractual arrangemetntsst and social capital are widely
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regarded as playing a significant role in the ineswvestee relationship and have a
significant impact on conflicts over the duratidrttee relationship (Sweeting and Wong,
1997; Shepherd and Zacharakis, 2001; Arthurs angemdtz, 2003; Fairchild, 2011;
Zheng, 2011, Fassin and Drover, 2017). As Fassiaaver (2017) say when referring
to Carroll (1991): “Ethics goes beyond the law.” 17).

Therefore, it can be concluded that VCs are conscamd protective of control over the
firm, and in consequence protective of their ingdstunds. This is also confirmed by
Forbes, Korsgaard and Sapienza (2010) who showCia@ts encounter conflicts with
VCs around ‘down rounds’, rounds of further fundatga lower valuation rate, leading
to higher stakes of equity for the VCs and fewersh for the CEOs. Appelhoff, Mauer
and Collewaert (2015) find that while VCs want taximize their return-on-investment
(RQI), they are concerned about responsible usesolurces by the entrepreneurs, while
Fassin and Drover (2015) see great potential faflicb around the critical moments of
financial milestones and fund renegotiations. Ttoeeg any framework that aims to look
at conflict between VCs and CEOs, has to have egoay that accounts for conflicts
around financial topics. In addition to these twondusions, focusing purely on
contractual arrangements for ex-ante risk mitigaisotoo narrow a focus. To develop an
analytical framework to understand conflicts betw€EOs and VCs, the scope has to

be widened.

A number of studies have subsequently wideneddbpesand considered a great variety
of conflicts in between VCs and CEOs. Khanin andeTsl (2013) paper offers a useful
overview of the different types of conflicts iddi@d in papers prior to 2008. They
grouped these into three categories: (1) confo€tisiterest and negative attribution, (2)
conflicts of inefficient collaboration, and (3) dbats due to VC-CEO mismatch (see
pages 35-37 of their article). While this is anadlent overview, it does not distinguish
systematically between dimensions of conflict, tfegure of conflicts and resolution
strategies. That gap was filled by Yitshaki (2008ho developed categorisations and a
framwork based on, and synthesising findings frdra titerature on general VC-
entrepreneur conflict as well as possible resatusimategies. Yitshaki (2008) conducted
a qualitative study on conflict management betwiseseli VCs and entrepreneurs and,
based on her findings as well as the literatureanflict management, she developed
three typologies of the dimensions and natures arfflicts and forms of conflict

resolution. She identified three dimensions of tonfnamely the contractual, the
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contextual and the procedural. In terms of the neatf conflict, she distinguished
between cognitive and affectual conflicts (a firglpreviously made by Higashide and
Birley, 2002) and finally, in terms of resolutiohaonflicts, she suggested the strategies

of collaboration, defection and use of power. Tabtitlines the typology’s components.

Dimensions of conflict

(1) Contractual Based on disagreement over the formal distribugfqmower
as defined in the contracts; entrepreneurs’ limieshageria
and competitive opportunism; the board compositonl

VCs control over decision-making;

(2) Contextual Refers to the VC’s level of involvement in manageime

processes and strategic decision-making; repladerok

=)

CEO in case of under-performance

(3) Procedural Refers to the quality and frequency of informatéxthange
between the two parties based on trust, shared snand
obligations, commitment and identification with the

reference group

Nature of conflict

Cognitive Refers to different perspectives of the partieoiwed and
can increase the performance of groups and quailithe

outcome

Affectual Interpersonal differences expressed by feelingsfaciibn
are considered dysfunctional

Forms of resolution

(1) Collaboration | Cooperation based on mutual cognitive understandimg)
mutual interest or as a consequence of compromise o

accommodation

(2) Defection An avoidance strategy, e.g. exit or an aggressieevifrom
the VC side and opportunistic behaviour or defeatnf the

entrepreneurs’ side

(3) Use of power | Use of power in the asymmetric power relationstapwieen
VCs and entrepreneurs (e.g. managerial replaceraent

increase of shares)
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Table 4 Overview on Yitshaki's (2008) dimensions ah natures of conflict, and

resolution strategies

Yitshaki's (2008) work was the first to focus onvemal aspects of conflicts
simultaneously and to take both VCs’ and entrepresieviews into account. Several
papers prior to 2008 support elements of her pegdzamework, as can be seen in her
article. In addition, it will be shown later, thatnumber of research studies since 2008

also support the holistic nature of this framework.

When exclusively focusing on resolution strategisey other studies developed a
typology of forms of conflict resolutions. One wesnducted by Parhankangas and
Landstrém (2006), the other by Zou et al. (201@rhBnkangas and Landstrom (2006),
who investigated VCs’ responses to disappointmetht tiveir portfolio firms, found that
VCs who are firmly embedded in the VC community andsess stronger social ties, use
more active and constructive approaches when hapdlisappointment. Forms of
disappointment were identified as disagreement,ompetence, shirking and
opportunism. In comparing Parhankangas and Landstg®06) to Yitshaki (2008), it
can be seen that these four categories of disajppeirt align with the contextual category
of the dimensions of conflict as defined by Yitsh@008). The responses to conflicts by
VCs, however, were identified by Parhankangas amadktrom (2006) to be loyalty,
neglect, the use of either considerate and aggeessice and exit (for a visual overview
see Figure 3). According to their model, loyaltpnesents a passive, optimistic attitude
and neglect represents an attitude of viewingumasdn as not one’s duty to solve. Voice
Is split up into considerate and aggressive voMegre “Considerate voice consists of
attempts to solve the problem in collaboration wiith other party, taking into account
the concerns of both parties and aggressive vaosists of efforts to win, without
consideration for the concerns of the other parfy.”777). The final potential response
to conflicts, exit, is a voluntary termination dietrelationship. In their model ‘exit’ and
‘voice’ are considered active responses, with tinerotwo are considered to be passive.
‘Loyalty’ and ‘considerate voice’ are considerednswuctive approaches, whereas

‘aggressive voice’ and ‘neglect’ are seen as deswel
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Active
A
Aggressive Voice Considerate Voice
Exit
Destructive < » Constructive
Neglect Loyalty
v
Passive

Figure 3 Parhankangas and Landstrom's figure of VCsresponses to unmet
expectations
Source: Parhankangas and Landstrém (2006, p. 778)

Comparing this with Yitshaki's (2008) typology, ¢an be seen that ‘loyalty’ and
‘considerate voice’ fit into the category of ‘cdlaration’ and Yitshaki's (2008) definition
of ‘defection’ equals Parhankangas and Landstr{2d86) category of ‘neglect’. In the
same way, Yitshaki’'s (2008) category of ‘use of powoverlaps with Parhankangas and
Landstrém’s (2006) ‘destructive voice’. This ovexleads to a mutual strengthening of
the scholars’ results while Parhankangas and Leid& (2006) typology adds more

nuance to Yitshaki’'s (2008) categories of conflegolutions.

Another study, which also defined four conflict mgement strategies, is provided by
Zou et al. (2016), who define four resolution stgrs in a conflict between VCs and

CEOs as competing, collaborating, accommodating,aaoiding. In their words:

“In the collaborative approach, both sides attertgptwork
together [...] in the accommodating approach, one sihkes
sacrifices [...] The avoiding approach attempts t@atin over
conflicts by minimizing discussion [...] this may ioive turning
away or even refusing to acknowledge its existénted “The
competing approach views conflict as a win-lose gamwhich

one side pursues their concerns at the expenke otler.” (p. 5)
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When comparing Zou et al.’s (2016) work with Yitkhs(2008) and Parhankangas and
Landstrom’'s (2006) work, it becomes clear thatdbkaborative and accommodating
approach overlap with the meaning of the collabeedbrm of resolution as defined by
Yitshaki (2008) and the forms of resolution ‘loyaland ‘considerate voice’ as defined
by Parhankangas and Landstrom (2006). Furthermdwa, et al.'s (2016) avoiding
approach equals Yitshaki's (2008) form of ‘defettend Parhankangas and Landstrom's
(2006) form of ‘neglect’. And thirdly, Zou et al(2016) ‘competing approach’ overlaps
with Yitshaki's (2008) definition of ‘use of poweahd Parhankangas and Landstrom's

(2006) understanding of ‘aggressive voice'.

Comparing the three studies’ definitions of formigesolution (see Table 5), it becomes
apparent that Zou et al.'s (2016) four forms officimrmanagement offer the most up-to-
date and refined conflict management typology. Wliie ‘avoiding’ and ‘competing’
approaches by Zou et al. (2016) are also refleictdide other scholars’ work, Zou et al.
(2016) offer the most intuitive forms of conflicesolution when it comes to the
‘collaborative’ and ‘accommodating’ approach. Yakh(2008), when defining her form
of conflict resolution termed ‘collaboration’, pessumes that mutual understanding
exists, which could only be confirmed by data azllen from the VCs and CEOs on the
same issue. Parhankangas and Landstrom (2006¢ othter hand, when defining loyalty
as form of conflict resolution, talk of a passiwaction, which leads to the question
whether a passive reaction by the VCs could bectexteby the CEOs in the first place.
It is therefore concluded, that for an analyticahiework to study CEOs’ perceptions of
conflict, Zou et al. (2016) is best suited and $tidne taken as a basis for a synergised

framework.
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Yitshaki (2008) Parhankangas and Zou et al. (2016)
Landstrom (2006)

Collaboration: Cooperatione Loyalty represents a * “In the collaborative

based on mutual cognitive passive, optimistic approach, both sides

understanding and mutupl attitude attempt to work

interest or as a consequence “Considerate voice together” (p. 5)

of compromise of  consists of attemptsto |+ “In the

accommodation solve the problem in accommodating
collaboration with the approach, one side
other party, taking into makes sacrifices” (p}

account the concerns of| 5)
both parties (p. 777).

Defection: An avoidanceNeglect represents  ariThe avoiding approach
strategy, e.g. exit or anattitude of viewing a attempts to smooth over

aggressive voice from thesituation as not one’s duty taonflicts by minimizing

VC side and opportunisticsolve discussion [...] this may
behaviour or defect from the involve turning away or
entrepreneurs’ side even refusing to

acknowledge its

existence.” (p. 5)

Use of power: Use of power'Aggressive voice consists‘The competing
in the asymmetric powerof efforts to win, without approach views confligt
relationship between V(sconsideration for theéas a win-lose game in

and entrepreneurs (e.gconcerns of the other party.iwhich one side pursues

managerial replacement ofp. 777). their concerns at the
increase of shares) expense of the other|”
(p. 5)

Table 5 Overview of key authors' definitions of reslution strategies

Source: author’'s compilation

Parhankangas and Landstrom's (2006), Yitshaki'®8R®&nd Zou et al.'s (2016)
frameworks are based on a number of studies ifilikeof investor-investee conflict and
provide a holistic view of some crucial elementscofflicts in an investor-investee
relationship. But the discussed literature hasasoily referred to works prior to 2008
(except Zou et al., 2016). Since then, a numbdurdfier studies were conducted, that
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look at the entrepreneurs’ perception of confliotl avere not mentioned in the three

scholars’ work but support the suitability of tHeoae frameworks.

In further literature Appelhoff, Mauer and Collewt2015), in reviewing the theoretical
literature, agree that the literature on conflem @e grouped as research that looks at task
conflict, relationship conflict and process cortfl/hile the latter two confirm Yitshaki's
(2008) procedural dimension of conflicts, the ficginfirms the cognitive nature of
conflicts. Other researchers look at the influeasd impact of unethical behaviour and
perceived unethical behaviour (Collewaert and RasX)13; Drover and Fassin, 2013;
Fassin and Drover, 2017), and find they signifibaimfluence entrepreneurs’ willingness
to partner with VCs. This supports the dimensiopmicedure of the framework based
on Yitshaki's (2008) work, as VCs and investorsusti@hare norms and obligations to
avoid conflict. Other research by Zacharakis, Enksand George (2010) focused on the
impact of conflicts on confidence in partner co@ben and found that, although VCs
view task conflict favourably, entrepreneurs do. rairthermore, intra-group conflict
increases the likelihood of inter-group conflickkis study provides further evidence for
the importance of trust in the procedural dimensiothe framework based on Yitshaki
(2008) and shows why entrepreneurs’ perceptionsematim and Cu (2012) highlight
how social ties and contractual characteristicsbeathe source of conflict between VCs
and entrepreneurs in the U.S. and Singapore. Theydfdirect social ties to lead to more
advice given to entrepreneurs, while weak socasl lied to more disagreement. Drawing
on the contractual and network perspective, thagddhat contractual changes are costly
and used as an instrument of last resort, undeglion the one hand that a dimension on
contracts has to be included in a framework toysW@-investee interaction, but trust is
another important element of the relationship. Suippg evidence for the difference
between the cognitive and affective nature of gotsfl as argued for by Higashide and
Birley’'s (2002) findings is provided by Brettel, Mer, and Appelhoff (2013) who
surveyed 152 German entrepreneurs and discoveaethdy believe relationship conflict
is detrimental, while task conflict has a positetect on the perceived value of the

venture capital firm.

2.2.3.1 Multi-party conflicts
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One underlying assumption of most studies on ottsfbetween VCs and their portfolio
firms however is the idea of a dyadic relationshgtween one VC and one CEO of a
USO. Only two studies say otherwise. This parthef literature review focuses on the
final review question (What theories exist to explaulti-party conflicts between VCs
and CEOs?). One study mentioning the presenceaddlséCs and the conflicts that can
arise with it, is by Chahine, Arthurs and Filataeh{2012), who said that the presence of
several investors in one portfolio firm can giveerto conflicts that are termed ‘principal-
principal’ conflict, as they occur in between theastors. The second paper referring to
the potential existence of such a phenomenon, wafisped by Wright and Lockett
(2003), who note that nowadays the reality of V@ding is syndicates. “syndicates are
a form of inter-firm alliance in which two or movwenture capital firms co-invest in an
investee firm and share a joint pay-of\Wright and Lockett 2003, p. 2073). Looking at
literature on VC syndication, four areas of reskdrave been identified, (1) antecedents
for syndication, (2) decisions and motivations &yndication, (3) composition and
dynamics and (4) the effects of syndication ongenance (Jaaskelainen, 2012). The
effects of syndication have been examined at théuve level, the fund level and the VC
firm level. With respect to the venture level (whiequates to the portfolio firm level),
the few insights are that syndication is likely énhance performance of individual
investments as a result of VCs’ pooling of resositbat are partly unique. The literature
also shows that more VCs function as symbol oftilegicy, and that syndicates provide
certification for the selling price of the portfolfirm during the exit process. Moreover,
VCs that have formed a syndicate with other VCsdead to form a syndicate with the
same VCs again, since trust has established betthean (Meuleman et al., 2017).
However, as Jaaskeldinen (2012) notes, while tgererally is a positive effect of
syndication on performance, that could be due toevadding and certification, it could
equally well be due to a reversed causality, nartiey successful firms grow big, and
therefore need syndicated venture capital. Apanhfthese insights, based on quantitative
analysis, no insights exist on the relationshipween portfolio firms and VCs.
Discussing possible conflict scenarios, Wright &ndkett (2003) say that, based on the
amount of equity held by the investors, one invesiitl take the ‘lead’ position. When
thinking about the possible conflicts that can @osith the entrepreneur, the altered
behaviour of VCs in a syndicate needs to be takEnaccount. Syndication imposes an
agency cost that is reflected in terms of coordimaaind timing difficulties regarding
decision-making (Wright and Lockett, 2003; Cummi&gegel and Wright, 2007). “it

may be more difficult to renegotiate both the inweEnt agreement and to take action
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with respect to problem investeg$Vright and Lockett, 2003, p. 2083). They argud tha
some partners might have changed their investnuanisf and others might have fully
invested their fund, leading to discrepancies betwdifferent investors’ timelines. This

in turn could be a source of conflict that potdhtizould have been avoided in a

relationship with a single investor.

The dominant form of a theoretical foundation in Vé&search to explain VC-CEO
conflict is principal agent theory (De Clercq andpt&nza, 2001). According to this
theory, a problem between an agent (the CEO) amgtimcipal (the VC) arises when
goals are incongruent and the parties have diftarsk preferences. Accordingly, both
parties are self-interested and have bounded gdiign leading to information
asymmetries. Opportunistic behaviour when possshike result (Arthurs and Busenitz,
2003). However, numerous flaws have been identifiethis theory, for example that it
does not take into account that conflicts can obetween two principals rather than one
agent and one principal (Sapienza, Manigart andméet 1996). It also fails to
acknowledge that both sides hold unique informati@t, when not shared, will lead to
the failure of the venture instead of allowing @agty to gain over another (Sapienza and
De Clercq, 2000). Therefore, a range of other ileedrave been employed in VC research.
Among them procedural justice theory and groupeatodel (Tyler, 1989; Sapienza and
Korsgaard, 1996; Busenitz et al., 1997). Accordiagorocedural justice theory, the
portfolio firm will consider an outcome of a deacsias just and fair, if the VC allows
them to speak forthrightly during the process (theory refers to this concept as
“Standing”), if the VC behaves neutrally (the theoefers to this as “Neutrality”) and if
the VC can be trusted (the theory refers to thisTagst”). Clearly, this theory is only
concerned with the process rather than the outcAmaher theoretical perspective, used
to study VC-CEO interaction is the institutionalwsr and organizational dependence
view (Gomez-Mejia, Balkin and Welbourne, 1990)tHis context “Power is the capacity
of one social actor to restrict the options avaddab another social actor in such a way
that the ultimate action taken is consistent wiid dominant actor’s interest.” (p. 104).
The authors argue that as VC funding often is tilg form of capital available, a lot of
power can be exercised by the VCs. This theory kewdaces criticism from several
authors who say that a relationship between VCsGIEQs is based on trust (Shepherd
and Zacharakis, 2001; Maxwell and Lévesque, 20hd)an information asymmetries
being able to go both ways (Sapienza and De Clef@).
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Another theory in the field of VC research is sdficacy theory (Knockaert and
Vanacker, 2013). According to this theory indivituangage in activities they believe
they are in control of and capable of handling.lf“8#icacy pertains to the belief that
one can successfully execute the behaviour reqtar@doduce a specific outcome” (p.
10). This theory however is at odds with the idéaalue-adding activities (Brander,
Amit and Antweiler, 2002) and the synergy effecetween capital and knowledge
(Chesbrough, 2003; Shane, 2004). Another theoryl usethe theory of financial
intermediation (Hellmann and Puri, 2002). This ttysmphasises the role of monitoring
and gathering of information about the firms theyahce. While this describes much of
the evidence on the pre-funding stage of deal sergethis thesis’ focus on the post-
funding stage, after VCs have decided to fundm.f®ne theoretical perspective that has
received little attention, while it is consideredide of great potential, is a game theory
perspective. One exception is research by CableShate (1997), who looked at the
interaction between VCs and entrepreneurs fromgdume theory perspective of a
prisoners’ dilemma (Rapoport and Chammah, 1965. grisoners’ dilemma is a game
theory scenario in which two players, A and B, daetide to cooperate, and thereby
maximise their wins, or decide to compete, to misértheir losses. However, if one of
the parties chooses a cooperation strategy, wielether chooses a competition strategy,
the party who chose the cooperation strategy wvaitl gain anything at all (sometimes
referred to as the ‘sucker’s payoff’ (Cable and r&hal997). Based on the idea of
rationality, it therefore follows that rational act will choose to compete, even though
they could gain moreollectively if they cooperated. This phenomenon is called the
Nash-equilibrium (Nash, 1951). Applying this dilermnto the scenario of VCs and
entrepreneurs, it would therefore be only logiodind that VCs and managers compete.
However, this prisoner’s dilemma assumes that télenly be one round of interaction
between the players. Cable and Shane (1997), whoedrfor the suitability of a
prisoner’s dilemma to entrepreneur-VC relationshiiso show that the infinity of future
interactions between the two changes the Nashilequrh to a cooperative style, since
the individual players would otherwise fear retadia. Taking this idea further, De Clercq
and Sapienza (2001) argue that the exchange of t¢oments between the VC and
entrepreneur builds a relationship, involving trdagterefore, they find social exchange
theory to be particularly fitting for relationshigsetween VCs and entrepreneurs.
According to social exchange theory, relationstaps formed by repeated interaction
over time, during which the actors interactivelycrase their vulnerability and
commitment (Emerson, 1976; Geyskens, Steenkamseineer, 1996).
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While these two theoretical perspectives providegpianation for why cooperation is
chosen, and why ‘time’ is a crucial element in thedationships, both of the perspectives
still explicitly consider the relationships betwe¥s and managers as dual, whereas
syndicated VC capital is a reality in the field. wkver, no literature on conflicts with
VCs that considers multi-player scenarios coulddumd. Therefore, the search scope
was widened to alliance theories and an applictid®ry was identified in social

dilemma theory.

A social dilemma occurs when voluntary contribusi@da a public good need to be made
that everybody benefits from, regardless of themtgbutions. Here, two assumptions
apply: First, everyone could benefit more if thépse not to contribute and secondly, on

a collective level, everyone benefits if everyonatabutes.

“In the alliance context, the dilemma manifestslit the sense
that partners of an alliance face a conflict betweeximizing

their own self-interest (defection; e.g., bargaind larger share
of the pie, withhold key information and knowledge send

second-tier employees) and maximizing the interestshe

alliance as a whole (cooperation). It is generallyre profitable

for a partner to defect, but if all do so, all arerse off than if all

choose to cooperate. It is clear that, in this casshort-term
individual partner's self-interested choice, albational, will lead

to a long-term alliance failure, which thereforeses a social
dilemma [...] for each of the partners.” (Zeng ance€2003, p.

589)

Zeng and Chen (2003) argue that there are thresemsavhy social dilemma theory is
much wider in scope than the prisoner’s dilemmd,arlike the prisoner’s dilemma, can
represent multi-partner alliances. First, in agmer’s dilemma, all harm would fall on
the other party, but in a social dilemma scenalbparties of the alliance would be
affected. Second, it is more likely in a socialkedima scenario, that non-cooperative
behaviour will remain undetected, increasing thepation to defect. Third, in a
prisoner’s dilemma, the other party can be punishdbte next interaction, if they have
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previously been un-cooperative. Punishment for cmoperative behaviour is more

difficult in multi-player scenarios.

Based on the above definitions and characteristicsocial dilemma theory, it seems
appropriate to study VC-CEO interaction involvingiltiple parties. In the context of
VC-CEO interaction, the public good would be tharsid profit the partners will make
from a successful business exit. Similar to sadii@mma theory in an alliance context,
the VCs as well as the CEOs can decide to behavgecatively, to find solutions to
conflicts that cater to all parties’ goals to soextent, or they can decide to be self-
interested and compete during conflicts, or witdhoformation that would be crucial to

bring the company forward strategically.

2.3 Conclusion

The reviewed literature allows a number of condosiin respect to value-adding
activities by VCs, conflicts with VCs, how time afétts the relationship between VCs and
entrepreneurs and what theories in the VC fieldecgoain interactions between multiple
parties. As discussed at the beginning of the vevilee literature on VCs funding USOs
in the Life Science industry is scant and did neneyate extensive findings that would
answer the posed review questions. Therefore,dbpesof the review was widened to

the general field of VC research, in which thissibealso makes its contribution.

To summarize the main findings from the reviewaspect to value-adding activities and
to highlight the identified gaps in the literatuiteiyas found that different VC types have
different value-adding activity approaches and ttestearch from the U.S. can not
necessarily be applied to the European contexts&€mprently, the perceptions of added-
value inputs by VCs vary considerably among VCs amigepreneurs, between Europe
and the U.S. and between sub-groups of the gevi€rabpulation, e.g. Business Angels,
Corporate VCs and specialist VCs. The evidence stibat VCs do add value (Brander,
Amit and Antweiler, 2002; Croce, Marti and MurtirRQ13), but no research exists that
looks at VC-funded USOs in the Life Science industra European context. Therefore,
the need for exploratory research becomes appaoeariswer the questions: What do the
managers of USOs in the Life Science industry peecto be added-value from their

VCs?
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When turning to the impact of time on the relatlipsbetween VCs and USOs, the
review discussed a humber of relevant researchrpalpeshowed that the VCs’ level of

involvement does not seem to point to clear comahss that VCs spend more time with
their portfolio firms at certain critical points tifne and that a number of scholars, who
either look at the general entrepreneurial poputatr the academic entrepreneurial
population, applied life-cycle theory and identfi@ number of critical phases and
junctions in the life of a USO. No research to damvever, examines the relationship
over time between VCs and CEOs as perceived byCH#® in the context of USOs.

Combining a view on the relationship between VCd @EOs of USOs with a view on

the process over time is identified as a curreptigahe academic literature which needs
to be addressed. Particularly for Life Science US@® have very long development
phases, a good and fruitful relationship with thé@s is a crucial element to ensure

commercial success at a later stage.

In respect to conflicts between VCs and their pdidffirms, it has been shown that the
frameworks by Yitshaki (2008) and Zou et al. (20a6) based on (and are consolidated
by) a number of studies in the field of VC-investamnflict literature. However, the
presence and influence of multiple VCs, who inwest syndicate, has so far been largely
overlooked in research on VC-investee conflictsf&pthe frameworks perpetuate the
idea of a dual relationship, with the VC on the twa@d and the portfolio firm on the
other hand. In addition, no theoretical work in tieéd of VC research offers a framework
or explanation for conflicts with several confligarties. Hence, this gap of a lack of
research on a theoretical explanation for VC-ireestin a multi-party scenario is
identified. Not addressing this gap means to cometiistudying conflicts involving

multiple parties with theories that have the unged logic of dyads.

To tie it all together, the following gaps in th&€\literature have been identified in the
literature review: A gap exists in respect to stsddn the CEOs of USOs’ perception of
value-adding activities. A gap exists in respectstadies on the CEOs of USOs’
perception of how time affects the relationshigWitCs. A gap exists in respect to studies
on the CEOs of USOs’ perception of conflicts ararthesolution strategies with VCs. A
gap exists in respect to studies on CEOs of US@siarships with VCs in different
national contexts and a gap exists in respectudiest on theoretical explanations for

multi-party conflict scenarios in a USO-VC conteXtldressing all these gaps allows to



74

gain profound insights in so-far under-research&Dt/C relationships and allows to
understand key components of the relationship ftbm perspective of the USOs’
management. Leaving this gap unaddressed, no tesigh be gained that could prevent

multi-million € USOs to fail before a successfulteo initial public offering.

Based on the lack of literature integrating addell by VCs and VC-entrepreneur
conflicts while also considering whether time migidderate this interaction, a research
framework (see Figure 4) is proposed, which intesgrahe current stock of knowledge
on VCs’ value-adding activities, on the impactiofé on the relationship with VCs and
on conflicts between VCs and portfolio firms inteeoframework, offering the potential
to study the individual entrepreneurs’ perceptibmteraction between the added-value

and conflicts (or ‘ups’ and ‘downs’) in the VC-espreneur relationship over time.
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Utby et al’s (2007)
financial category and
the positive conflict
typology based on
Yitshaki (2008)

Negative conflict
typology based on
Yitshaki (2008) and
extended by Zou et
al’'s (2016) resolution

strategies

Figure 4 Analytical research framework for individual managers’ perception of

relationship with VCs over time
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As can be seen from the graph, added-value antiygosonflicts are linked to a positive
perception of VC-entrepreneur interaction, whilgaté/e conflicts are linked to negative
perceptions. In the research framework, the typologvided by Large and Muegge
(2008) - extended by the financial category of Bethy et al. (2007) - guides the
research on added-value, while the perceptionsrdficts are guided by Yitshaki's (2008)
typology, with the extension of the resolution sges by Zou et al. (2016) as outlined
previously. These typologies are chosen due tor tbemprehensiveness and their
integration of previous findings. They are, howewsrentated towards the outcome of
VCs’ actions. The framework also proposes a linkvieen process perspective and
outcome perspective. ABurcan (2008) notes: “[For the VC and CEQ] it idtical to
agree not only over the goals of the venture, laat aver the ways of getting there.” (p.
298). The process perspective will help to idertibyv entrepreneurs perceive the VCs’
role in adding value or solving/starting confli¢ts contrast tan what wayshey did so,
which refers to the outcome perspective). Coverdghis perspective will be fulfilled
by the chosen method of semi-structured interviewghis study, allowing the deeper
exploration of processes. Both perspectives aga as useful to study entrepreneurs’

perceptions of VCs’ suppootver time

In respect to the theoretical concept of time ftamework relies on Mitchell and James'
(2001) definition, who say:

“Our treatment of time is embedded in a fairhyditeonal view of
how time is represented in science, an orientatiah Gurvitch
(1964) and Clark (1985) describe as standard tinwook time.
Time is treated as a commodity that can be brakiermeaningful
segments or blocks. It flows evenly and continupusis precise
and quantifiable. It has the properties of an abiacale.”
(Mitchell and James, 2001, p. 531)

Finally, thus far, the suggested research framewoghkt look as if it implicitly assumes

that new ventures are funded by only one VC. Batahalytical framework above does
not exclude syndicated VCs as discussed in theiitee review and intends to capture
individual entrepreneurs’ perceptions of their tielaships with VCs, whether they are

the sole investor or in a syndicate, over timeshibuld not be forgotten however, that
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usually the lead investor with the biggest equlgpanteracts with the new venture the
most. Nevertheless, the research framework doesxebhide the involvement of several
VCs.

3 Empirical context

This study investigates the relationship betweers 46d USOs, entrepreneurial firms
with a particularly high density of intellectualgperty, in the Life Science industry,
which is characterised by large sums and long dpwveént times required to bring a
product to the market (Association of the BritishaRnaceutical Industry, 2012). This
chapter draws out and discusses characteristitiseoLife Science industry since the
context in which studies on entrepreneurial poporteat are conducted are seen to vary
widely because of different social, spatial, tengb@nd institutional characteristics of
different industries (De Massis et al., 2018).

As has been mentioned in the previous chapter, dftés invest in syndicates (Lockett,
Ucbasaran and Butler, 2006; Manigart et al., 2@6iov and Milanov, 2010; Hopp and
Lukas, 2014), with the intention to spread finahcisk (Wright and Lockett, 2003;
Manigart et al., 2006) which would be particularyevant in the Life Science industry
due to the large sums of money required for a&dence firm (Association of the British
Pharmaceutical Industry, 2012; Lawton, 2016). Mdafey traditional banks are not an
alternative source of funding for Life Science USi@sause banks consider investments
in Life Science USOs as too risky while they alacklthe personnel to assess potential
business plans (Kneller, 2011). While this certahdlds true for Germany as well as the
UK, this chapter provides some key facts on thar@erand British VC industry in the
Life Science sector, to explain their distinctivem@and to show their relevance as sites of
study. Furthermore, background information on tinelaspinning cultural, legal and

policy characteristics of each nation, in whichnsput activity takes place, are provided.

3.1 Statistics on the British and German venture capith and Life

Science industries
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Within Europe, the UK and Germany play particulaimyportant roles for the Life
Science industry, since both countries attracbiggest sums of VC investment to their
respective Life Sciences sectors (see FigureThey however offer quite different
industry characteristics. According to Innovate dp&? data (which relies on
PEREP_Analytics datgnow European Data Cooperative]), the UK is tHestrongest
country in respect to VC being invested in percgataf its GDP (see Figure 6). In the
Life Science sector alone, a total of over 245iomlE has been invested in the UK, which
represents 28.6% of the entire British VC markete@ that there only are 48 VC-backed
firms in the Life Science industry, this represe?ts4% of all VC-backed firms in the
UK (see Table 6). It can therefore be concludedt ghvery large amount of money is
invested in fairly few companies, and the UK’s i@ustry in general is one of the

strongest in Europe and worldwide.
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Figure 5 Venture capital investment by sector
Source: OECD (2015)

Germany on the other hand presents quite diffedad, being below the Innovate
Europe’s calculated annual average of VC investmaspercentage of GDP (see Figure

6). In the Life Science industry, the amount inedsn Life Science firms is only slightly

2 Formerly known as ‘European Private Equity and tues Capital Association’

3 “a fully functional, centralized non-commercialrpRuropean private equity database with its owff,sta
internal resources and website where quantitatind gualitative data will be collected” See:
https://lwww.perepanalytics.eu/
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more than half of the UK’s investment at just o¥86 million €. The percentage of Life
Science investments as a share of the overall V&iments in 2015 was also below the
UK'’s, at 23.3%. Interestingly, the number of Lifei€ce firms in Germany greatly
exceeds the number of firms in the UK with a totfal 63 firms (115 firms more than the
UK) (see Table 6).

Venture capital - Investments as % of GDP - 2015 market

statistics
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Figure 6 Venture capital investments as percentagdg GDP
Source: Invest Europe Research (2016)
Data UK Germany

Venture capital investment in Life Science sec¢t245.563.000€ | 195.055.000€
in 2015

Life Science investment in percent as share 28.6% 23.3%

overall venture capital investment in 2015

Number of companies in Life Science sector #8 163
2015
Percentage of Life Science companies as shar@ b#% 21.4%

total amount of venture capital-backed firms

Table 6 Venture capital industry -key statistics-

Source: Own compilation of data based on databpaseviest Europe Research (2016)
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Therefore, for this thesis, data was collectedlinane country with a very strong VC
market and concentration of a vast amount of firdrstipport in few firms, and (2) one
country with a VC industry of below average siag, with a great amount of Life Science
firms. The difference between the two becomes ewere apparent, when looking at
OECD statistics on science, technology and reseanctt development (R&D)
expenditures (see Table 7). The data shows thdg e UK is far behind Germany on
a number of variables, it still has the largest M@ustry for the Life Science sector out
of the two countries. The academic literature affeeveral explanations for the above
statistics, which can be grouped into legal, caltand political reasons. These are

explained in the following section.

Variable Germany UK

Gross Domestic Expenditure on R&108,827.22 $) 44,174.09
Total number of (full time equivalent)351 130.13P) 273 560.207
researchers

Government financed Gro$9.84% 0.499%4"
Domestic Expenditure on R&D as

percent of GDP

Business Enterprise Expenditures |of8 445.43 § 28 447.33 §
R&D

p = provisional, national estimate

Table 7 OECD statistics on science, technology afm&D expenditures
Source: Author’s own compilation based on 2014 e published by OECD (2016b)

3.2 Legal, cultural and policy environments of the Life Science

industries in the UK and Germany

The reason why many scholars study high-tech sfatin particular industries is the
technology’s influence on the start-up’s businessl@hand the resources needed to run
the firm (Heirman and Clarysse, 2004). For the S&ence sector it is noted that, on the
one hand, the information asymmetry between thepreneur and the VC is particularly
large and, on the other hand, the time to exitadiqularly long due to the many
development phases involved in pharmaceutical mtsd(wWright et al., 2007). These
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internal and industry specific characteristicstaen embedded in diverse cultural, legal

and policy environments, which are explained inftil®wing.

3.2.1 Cultural environment

Comparing the Life Science industry in the UK aner@any, Haeussler and Colyvas
(2011) found a number of differences between thmtres. First, British scientists seem
to be incentivised more strongly by a strong pwian record, while this does not hold
true for German scientists. The authors assumetilsatelates to the general tradition of
inventing in Germany. Secondly, their data revethiat scientists with more lab
employees are more likely to patent in Germany thahe UK. One explanation offered
by the scholars is the stronger hierarchical ondé€serman labs, which allows the lead
scientists to devote more resources to patentsdiYhbeing embedded in a peer group
that values science, has a statistically significempact on German researchers’
commercialisation activity while the perceptiortloé¢ peer group’s values does not seem
to influence British scientists. The authors spatjlthat this result might be explained
by the less flexible labour market in Germany amel $tronger embeddedness in peer

groups.

3.2.2 Legal environment

Another factor is the differing legal situationnespect to patents. In Germany, 15% of
all patents are co-owned by industry, while only & in the UK (Kneller et al., 2014).
Similar to Germany, the UK still falls under the Blgatent law, and in 2012, 267 biotech
and 623 medical technology patents were grant&kmany. One unique characteristic
of the German Life Science industry though, islégally binding requirement for public
and private health funds in Germany to only allowgs to be financed when they pass a
‘health technology assessment’, established in 2R0is assessment, new drugs have
to demonstrate their usefulness and superioritypawed to existing products. These
assessments are seen to slow down the route todteet. Passing these assessments is
of crucial importance, since 90% of the German atmn are enrolled with statutory

health insurance providers, which offers a largepital customer-base.
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In the UK, three legal characteristics are of jpatér importance. First, in 2013, a
simplified patent regime was introduced, requiran§0% corporation tax rate on profits
from patented products, licensing and servicess Thitiative, called ‘Patent Box’,
applies to British and European patents (HM Govemim2012). While eliciting a
positive response from large, established corpamratithis only benefits small venture
capital-backed firms when they make profits, whilereasing the barriers to market entry.
Large firms with patents are able to capitalisd¢hemir competitive advantage, while also

making use of economies of scale, proving to beubkd barrier to start-up firms.

Secondly, in 2013, the R&D tax credits conditionsrev altered to encourage more
investment in innovation (HM Government, 2012). &&&D credits are directly aimed
at funding for research, especially basic resedaachddress the underfinancing of basic
research (Griffith, Miller and O’Connell, 2014).

Thirdly, current price interventions further restrgotential returns on investments for
VCs, since the Pharmaceutical Price Regulationi@eh®PRS) limits prices of branded

drugs. This agreement however is voluntary (DedpR014).

“The most recent version of the PPRS (2014), intced a
spending ceiling, with companies agreeing to zei@epncreases
for the first two years, followed by small increas# less than 2
per cent in the following three years. The scheewilates the
profits that that companies can achieve on salgeetblHS, rather

than regulating prices directly.” (p. 1).

Meanwhile, the British market for generics has @ased greatly in recent years due to
the Government encouraging their use. In 2013, rjgenenade up 75% of all NHS
prescriptions (Deloitte, 2014) and, while the goweent saves costs on healthcare,
generics can be produced by every pharmaceuticapany since no patent is required.
This takes away a unique selling point and disagesaVCs from investing in
technologies that might soon lose patent protectiae to the increased competition on
the generics market. Those VCs investing in geaenie faced with the insecurity of the
outcome of the drug assessment, carried out by kg National Institute for Health and
Clinical Excellence (NICE), currently having a r&jen rate of 20% (Deloitte, 2014).

These assessments of the clinical and cost eféewtss are legally binding and calls have
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been made to revise the review process and ensitckeq processing (England and
lossifidis, 2014). In December 2011, the Natiomatitute for Health Research (NIHR)
introduced a 70-day benchmark from the receipt oésearch application to the first
patient for clinical trials. Missing this benchmasdtso affects NIHR’s funding to

providers of NHS services (HM Government, 2012).

3.2.3 Policy environment

The government’s involvement in the Life Sciencgustry is the third factor that plays
a defining and crucial role in the studied coustridefore elaborating on each country’s
unique policy situation, it is worth noting thathstars, focusing on international
comparisons, found structural differences betwéenuK and Germany. In 2001, Hall
and Soskice (2001), introduced the concept of ates of capitalism’, claiming that an
overwhelming amount of countries can be classifigcither liberal market economies
(including the UK) or coordinated market economiexluding Germany). Liberal
market economies are seen to coordinate via th&eanhand possess an institutional
framework that favours radical innovation, innowatithat is ground breaking and does
not follow the logic of path dependency or constantremental improvements.
Coordinated market economies on the other handndeg&ongly on non-market
relationships and more institutional involvementiieth also favours an incremental
approach to innovation (Hall and Soskice, 2001)s Tisight, in combination with their
own analysis, led Casper and Matraves (2003) taclade that British firms, in
comparison with German firms in the biotech indygbossess a competitive advantage
to generate innovative products due to the legahéwork they are embedded in and the

more flexible British corporate governance struetur

Assuming that radical innovation then, is mostcite the academic arena, Hall and
Soskice's (2001) research would explain the graptwb(see Figure 7), showing that UK
research is particularly well cited in the glob#leLScience literature in comparison to
Germany.
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Figure 7 Share of top 1% (most cited) Life Scienceitations

Source: Department for Business Innovation andsSéilal. (2015)

The German Life Science industry is shaped by s¢vaolicy interventions. In the
German Life Science industry and its VC industrsvvere traditionally considered to
be the prime source for capital for biotech firtingir relevance however, has decreased
over time. Today, local VCs possess a 60% shatbeobverall VC market (Lawton,
2016). Also, universities are not the only sourté.ite Science innovation. Germany
possesses 107 public biotech research facilitiestidlong to one of the following four
associations: the Leibniz Association, the Frauehdissociation, the Max Planck
Society and the Helmholtz Association. These resegastitutions as well as universities
account for 70% of all medical biotech partnershmp&ermany and 84% of all German
universities claim that ‘red biotech’, which focesen human health, plays a dominant

role in their research agenda.

In 2004, the government established 30 bio regiorGermany to stimulate economic
growth across the sector of modern biosciencesapadt from its provision of local

infrastructure, it also heavily funds the Life Swe industry as evident from Table 8.

4 This source was chosen over the original souregtdits improved overview and the synergy of salver
other statistics, published in the Department fosiBess, Innovation and Skills’ publication ‘Intational
Comparative Performance of the UK Research Ba€¥l3'2
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Ongoing funding schemes (as of 2013) Sums
GO-Bio: Pre-Seed (2-4 years, 100% public fundingdl a~15 million € p.a.
seed funding (another 3 years, 70% public monay3thot-

ups

KMU-innovativ: Funding of R&D projects of SME (3 es,| ~35 million € p.a. in

40-75% public money, collaborative or single preggc total

Drug development: 2 public-private partnershipsb(jgu; 40 million €
funding for each PPP, 30-50% public money for R&D

projects)

Industrial biotechnology: Networks and alliances Owillion € p.a.

Table 8 Funding schemes in Germany (2013)
Source: Lawton, (2016, p. 125)

Since its launch in 2007, the ‘KMU-innovativ’ fumij scheme has invested 200 million

€ (Lawton, 2016). Two further forms of governmerdapport, in particular for USOs,
are the programmes ‘EXIST’ and the ‘High-Tech Gréridnds’. EXIST has three
schemes: (1) financial support to promote a culbientrepreneurship, (2) business start-
up grants for students and faculty, irrespectiveheir institutional affiliation, and (3)
transfer of research grants aimed at financingdgbeurces necessary to launch a business.
For the Life Science industry, EXIST scholarshipsvaver play a minor role due to the

fairly small financial support they offer.

The second funding programme, the ‘High Tech Grifiodes’, is an independently
managed VC scheme, with a plurality of investotshds about 886 million € under
management in three funds (High-Tech Griunderfonabld, 2015) and has a variety of
Life Science start-ups in its portfolio with a dilon solely dedicated to Life Science
high-tech.

A different picture presents itself when lookingla¢ UK. For the UK, two major issues
shape the Life Science industry. The first reldateprice intervention, which has been
discussed previously. This price regulation refiggivernment concerns over increasing
healthcare costs (Casper and Matraves, 2003). @ndemajor impact of regulation on
the Life Science industry concerns the governmeatiding efforts. All USOs in the UK,
across all fields, receive in total around 160 ionll£ annually via the Higher Education

Investment Fund to improve commercialisation artdliectual property infrastructure
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(Hewitt-Dundas, 2015). In 2011, the Government shield the ‘Strategy for UK Life
Science’, outlining a 10-year strategy, with a faun five distinct areas: Translational
research infrastructure, venture investment, irdishward investment, NHS adoption
and innovation and fifth, global promotion of th& Wia the UKTI (Department for
Business Innovation and Skills, 2011). Within thisategy, several actions have had an
especially strong impact on the Life Science induabhd USOs in particular. First, via
the UK research partnership investment fund, in20&2 budget alone, 146.5 million
£ were invested in Life Science fields and durihg third round of funding of the
Regional Growth Fund, 42 million £ were invested the Life Science sector.
Furthermore, the Medical Research Centre and #reTkechnology Strategy Board (now
called ‘Innovate UK’) jointly invested 180 milliof over three years into the Biomedical
Catalyst, designed to fund and support the devedmprof healthcare challenges, to
secure “funding to support the process of takingeaech from concept to
commercialisation.” (HM Government, 2012, p. 1R)eTreport concludes that genomics
and bioinformatics are considered to be of paricuhportance to the UK Life Science
industry, and have the potential to be world-legdih can therefore be expected that
future funding might emphasise these areas.

3.3 Conclusion

In this chapter background information on the twodsed countries, the UK and
Germany, was provided. It highlighted that threetdes play important roles for each
nation’s distinct Life Science industry. These fastare the national culture, the legal
characteristics and government support. Despit&attiehat these three factors have been
discussed separately above, it should be notethtinatire intertwined and influence each
other. Thinking of these factors as causes andtsffalls short of an in-depth analysis,
however they provide valuable, rich contextual infation for the analysis. This chapter
emphasises that studying VC-funded USOs in a Lder®e industry means studying
USOs in an industry that has several distinct festand follows very specific rules of
the market (Pinch and Sunley, 2009; Pina-StrangeéiLazega, 2011; Lawton, 2016).

4 Methodology
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This chapter outlines the chosen method of seméstred, in-depth interviews and
explains how the method is embedded in a sociastoactionist epistemology with a

subtle realist ontology.

Due to the identified gaps in the academic litaatin the relationship between VCs and
the specific type of USOs as portfolio companiesesploratory research approach was
deemed appropriate. Still, since a number of figdiwere made in the wider literature
on VCs and portfolio firms in general terms, thegrevtaken into account to guide the
analysis. To achieve this balance, the data arsailysiased on the Gioia method (Gioia,
Corley and Hamilton, 2013). The following sectiomsplain the data analysis and

methodology in more detail.

4.1 Ontology: Subtle realism

The ontological question deals with the form anaireaof reality, and what can be known
about it (Guba and Lincoln, 1994). This researdhaised upon a subtle realist ontology
(Hammersley, 2013). Subtle realism is defined as hklief in an external world,

independent from the mind, but it can only be ustierd through the human mind and

socially constructed meanings. As Hammersley put it

“subtle realism ... [recognises] that all knowledgebased on
assumptions and purposes and is a human consiruttin it
rejects ... [the] abandonment of the regulate idemdépendent
and knowable phenomena. Perhaps most importarit, cluatle
realism is distinct ... in its rejection of the natithat knowledge

must be defined as beliefs whose validity is knaovith certainty.”
(p- 52)

Based on subtle realism as an ontology, particgdann interpretations of researched
topics will lead to different ‘vantage points’ whiin turn lead to a better understanding
(Ritchie et al., 2013). Following subtle realismaasontology, qualitative research should
be conducted in a way that passes external scr(iRitghie et al., 2013). The goal of
subtle realism therefore is to describe and undedssocial life in terms of social actors’

motives and understandings (Blaikie, 2007).
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4.2 Epistemology: Social constructionism

Having answered the ontological question, it folothiat the epistemological question
should be addressed, namely what is the natureeofeiationship between the knower

and what can be known (Guba and Lincoln, 1994).

This thesis takes a social constructionist epistegical position whereby knowledge is
socially constructed between individuals (Berged Buckmann, 1966). As Burr (2003)
notes, our understanding of the world is histolcand culturally specific, and all
knowledge derives from looking at the world fromeorantage point or another. This in
turn paves the way for the triangulation of permey, also termed ‘critical multiplism’
(Guba and Lincoln, 1994), to uncover the underlynmeglity. According to social
constructionism, there is however no way to geedtije facts, independent from the
observer (Burr, 2003). This is not at odds withubtke realist ontology though, as Ahl
(2004) states:

“Social constructionism does not, however, say langt about
the existence of an objective reality. Social cargtonism [...]

Is an epistemology, not an ontology. It says thatd is no way to
get objective knowledge about the world, whichndependent
from the observer. It does not claim that a wanliependent from
our observation is non-existent. As such, consaidm is thus
often compatible with either empiricism or realis(#&hl, 2004,

p. 21).

According to Blaikie (2007) a combination of a dalrealist ontology and constructionist
epistemology can lead to the development of théwt/can be elaborated iteratively. For
those reasons, subtle realism and social conginisth are seen as compatible

philosophical and theoretical positions.

Lastly, the methodological question needs to bevared, namely how to design a robust
and relevant process of data collection and arslgsven the above ontological and

epistemological positions. This question is ansaénehe next section.
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4.3 Method: Semi structured, in-depth interviews

Based on the subtle realist ontology and sociasitaationist epistemology, individuals
are seen to be the unit of analysis. In total,édisstructured, in-depth interviews were
conducted. Kvale (1983) defines interviews as ahott'whose purpose is to gather
descriptions of the life-world of the intervieweethwvrespect to interpretation of the
meaning of the described phenomena” (p. 174). Toerethe aim of a qualitative
research interview is to see the research topim fhee perspective of the interviewee, and
to understand how and why they have this percegtong, 2001). Interviews were
chosen as the data collection method, becauseptbeide opportunities to gain insight
into people’s perspectives and can draw out cognibehavioural and affective elements
(Cassell and Symon, 2004). Semi-structured intervieffer a trade-off between room
for answers that can explain complex situationgh@none hand, and structure on the
other hand (Yin, 2009). Another advantage of thehoe is that qualitative research
interviews are considered to be ideally suitedxan@ne topics in which different levels
of meaning need to be explored and where sevemidaf different, intertwined factors
add to the complexity (King, 2001). Disadvantagethe method are that the conduct of
interviews, as well as the recruitment processthadiata analysis, are time-consuming.
Also, recruitment can be difficult since participgwill have to take time out and the
interviewer has to prepare extensively for eackbrinéw (King, 2001). Despite these
challenges, the method was considered to be mibabkuto explore this emerging, and

so far under-researched field.

The most used method in the field of VC researajuisstionnaires, hence this method
was evaluated at great length and several disaglyasitof this method were identified
for this particular research project. For exampiefocusing on time, a questionnaire
would have forced respondents to choose parti¢utespans, to categorize the impact
of time. This would have required assumptions, Whace at odds with this exploratory
research. More importantly, the response ratesiéstgpnnaires are usually significantly
lower than response rates to interviews (Knockaed Vanacker, 2013). This was of
crucial importance, since the VC industry for US@she Life Science industry is very
small and there are relatively few potential pgaats. It was therefore decided that

depth rather than breadth was important, givenettoratory nature of the research.
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More so, semi-structured interviews can adjust tml dollow the interviewee’s
experiences and perceptions, something which feedlif to do in a questionnaire. As
King (2001) notes:

“A key feature of the qualitative research intewimethod is the
nature of the relationship between interviewer iaterviewee. In
a quantitative study using structured interviews, interviewee
IS seen as a research ‘subject’ in much the same asaif
completing a questionnaire or taking part in aneexpent. The
researcher’'s concern is to obtain accurate infaomgtom the
interviewee, untainted by relationship factors. Tiheerviewer
therefore tries to minimize the impact of interguaral processes
on the course of the interview. In contrast the litptave
researcher believes that there can be no such tasiga
‘relationship-free’ interview. Indeed the relatibns is part of the
research process, not a distraction from it. Theruewee is seen
as a ‘participant’ in the research, actively shgpime course of
the interview rather than passively respondingpé&imterviewer’s

pre-set questions.” (p. 11)

To further strengthen the credibility and trusttharess of this study (Yin, 2016) the
following explains the interview schedule creatithe participant identification process,
and how the interviews were conducted. To streergthe validity of the study (Yin,
2016) the data analysis approach, based on tha @eihod (Gioia, Corley and Hamilton,
2013) is explained.

The development of the interview schedule was bjoséigned with the research

questions. The research questions, as stated betiiening of this thesis, were:

1. What do the managers of USOs in the Life Sciendastry perceive to be added
value from their VC and what conflicts occur witretn?
i.  How does time relate to the perceptions of addéeevand conflicts?
2. How are the perceived conflicts between Life Saeed&S0Os’ managers and their
VCs resolved?
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3. Do the perceptions of added values and conflid¢tsrdbetween Germany and the
UK?

The interview schedule can be found in the appe@dix

To explore these research questions, without beading in any way, questions were
asked using several complementary strategies. attmnale behind the approach can be
described as a ‘funnel-approach’ (see Figure 8hérbeginning of the interview (see the
interview schedule in the appendix ¢he participants are presented with an imaginary
timeline, along which they were asked to mark pesiand negative experiences in their
relationship with the VC (see question 2). Depegdin the response, the question was
narrowed down to an approach, which still streskedelevance of time, but limited the
focus onto the first interaction (see question @ 4n In a third step, the line of inquiry
moved away from a focus on time and shifted to tjoles that were geared towards the
most memorable events (see questions 5 and 6)id€ador that approach is based on
the critical incident technique (Chell (2004) insSall and Symon, 2004). For Flanagan
(1954), the inventor of the critical incident teajue, the technique focuses on the
objective of a task and what the person, who cardet that task, is expected to
accomplish (Butterfield et al., 2005). Howeverthas research aims to understand added-
value and conflicts with VCs as perceived by CEOQ4$0s, the definition of the critical
incident technique used in this thesis is clos&hell’s definition (in Cassell and Symon
2004). In this case, using the critical inciderght@ique relates “context, strategy and
outcome” (p. 47) which gives evidence for a relagioip between context and outcome.
“The objective is to gain an understanding of theident from the perspective of the
individual, taking into account cognitive, affeaiand behavioural elements.” (p. 48).
Although the technique is called ‘critical incidesbme scholars consider the term
‘critical period’ more suitable (Cope and Wattsp@p since -depending on the critical
moment studied- there might be several. A priatirsg the boundaries to a single critical
moment is considered too narrow, therefore thevige schedule purposely mentions
critical incidents in a plural form, to acknowledg@otential plurality of relevant added-

value incidents and conflicts.
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Timeline approach

Narrowed down focus on time

Critical
incident(s)
techniqu

Figure 8 'Funnel-approach’ to research interviews

Lastly, it should be acknowledged that flexibilitythe conduct of interviews is a very
important factor (King, 2001). While a common op®niquestion was used in all
interviews, sometimes the order of the questions etenged to cater to the flow of the
interview. Also, when a participant preferred toigim detail on one aspect, intended to
be discussed at a later point of time, the relegaestions would have been asked at that
time, to allow the participant to finish his trashthoughts and to get the most out of the

participants’ replies while his mind was set toacdssing that topic at that point of time.

4.4 Participant sampling approach

This section explains the systematic approachas#mpling of study participants. The
sampling approach chosen is based on a criterioplgay approach (Patton, 2015), and
in one instance also relied on a convenience samppproach (Patton, 2015) for reasons
elaborated later on. In short, the University oétle was included in the list of universities
looked at for USO links, since it was believed theing a researcher at the University
would facilitate access. This proved to be rigltt eould extend the data pool. The criteria
looked for, and that every participant had to fudfie the following four:
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Participant selection | Justification for choice of participant selection
criteria: criteria:
(1) Every USO had toThe reason for this definition is based on Wrigldle

originate from universities 0
had to be set up by the use
formal intellectual property
from universities, or had t

use informal

property
such as in the form of forme

from universitie

faculty members, who set (

the firm.

intellectual the US. [...] if we only focus on spin-offs using t

r(2007) who write: “We define university spin-offs
aofew ventures that are dependent upon licensin
assignment of an institution’s IP for initiationhi$

pdefinition is consistent with that used by the AUTiM

sfirst part of the definition [holding patent rightwe
prwould miss a substantial part of the reality. Atngg
funiversities in some institutional contexts, IPnist
necessarily owned by the university. Moreover, m
companies are created that do not build upon fqr
codified knowledge embodied in patents. Theref
we also include start-ups by faculty based
universities which do not involve formal assignm
of the institutions’ IP but which may draw on t
I

accordance with this definition, which is widelyedls

individual's own IP or knowledge.” (p. 4).

across the VC research field, the definition wasseim
for this study.

(2) Every USO had to be

Life Sciences firm.

arhis thesis focuses on USOs in the Life Scie
industry since the Life Science industry has a nem
of characteristics making it distinct and uniques
Rosiello and Parris (2009) note, the bio-healthg
sector is the main target of UK VCs, however itasy
dangerous due to high attrition rates, high caf
requirements, long times of realisation and h
uncertainty. As shown in the chapter 3 ‘empiri
context’, the Life Science industry has a numbe
unique institutional settings and the academic av
and its incentive structures differ. Therefore,tlas
declared goal of this thesis, only Life Science 4%

were studied. Excluding USOs from other sec

g or

any

mal

ore,

nce
nb
A

care

ital
igh
cal

I of

orl

5O
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avoided ‘contaminating’ the sample, e.g. a USO
operating in the logistics sector has not bgen

contacted.

(3) Every USO had to Dbglt is this study’s goal to examine the relationship
funded by a VC. between VCs and USOs as perceived by the CEOQs of
USOs which means that only USOs that received VC
funding could be considered. To avoid USOs agnly
talking about a relationship with a VC retrospeelyy
it was also a requirement that study participaittee

be currently funded or very recently funded by a \(C

(4) Every participant had to hdn small, new ventures, the CEO is heavily involyed
the CEO. in organisational aspects. It is also the CEQO’s
responsibility to ensure adequate funding, which is
why the CEOs are usually most in touch with VCs and
also sit at the Board of Directors, where they have
contact with VCs. As a result, CEOs were considered

to be the most relevant study participants.

Table 9 Study participant selection criteria and jstification for selection criteria

choice

To ensure the criteria were met, every firm thdtrbt fulfil the criteria during the search
was excluded. In addition, a verification procegsich involved starting every interview
by asking the patrticipants for their USQO’s insitatal background, what industry they
identified with, and since when they were fundedbyC was included. Only firms that
met the above criteria were included in the datdyeis. The only slight exemption made,
was with regards to criterion (d) for one USO, aiak the CEO suggested talking to his
head of research, since the head of research lththbee contact with the VCs. Given

that this suggestion was made proactively by th® QBat participant was included.

As mentioned, in one case convenience samplinggtaae too. During the identification
process of British participants, the University lofeds was included in the list of
universities that were looked at for USOs and V@naxtions. The University of Leeds
was included because it was believed that formercwrent University of Leeds
employees, who had spun-out a firm, might be mikedyl to participate in a research

study conducted from their alma mater. This denigooved to be right, since one
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participant told the researcher off-record thaph#icipated in the project also because
of his links to the University. Apart from the imsion of the University of Leeds, no
further convenience sampling took place and evehgrosampling was based on a

criterion sampling approach (Patton, 2015) as e&tbd above.

Furthermore, there are several reasons for whgdh®le is made up of USOs, not VCs.
First, as evident from Table 2, the majority of literature has collected data from VCs,
mostly via surveys. However, several researcherdiorethat a clear gap exists in respect
to research that looks at the other side: the praneur/CEO. Yet “how entrepreneurs
perceive their VC investors remains an under-rebear topic, though such perception
could significantly affect VC-entrepreneur interant and effectiveness of VC
investment.” (Zheng, 2011, p. 72). Clearly thougthargued in the literature review, the
perceptions of e.g. value-adding activities differbetween VCs and entrepreneurs
(Flynn and Forman, 2001; Maula, Autio and Murra@Q2; Bengtsson and Wang, 2010)
as do the perceptions of skills and informationlabdity (Kaplan and Strémberg, 2004).
This problem has also been identified by Knockaeral. (2006) who said that future
research should look at the extent to which thegmions of investment managers on
their value-adding involvement are also relateth&r actual involvement. Secondly, it
is mentioned in the literature that studying VCsrqeptions of value-adding activities
and particularly conflicts in regards to a singtetfolio firm is very difficult. Higashide
and Birley (2002) mentioned that in an early staftheir pilot study, they realised that
VCs were not willing to complete a questionnaird amen interviewed, were not willing
to be identified with a specific client. They alda not make any introductions or
revealed any information on performance measurethefportfolio firm. Therefore,
matching interviews with VCs and portfolio firmsgped unfeasible. Furthermore, when
looking at the number of VCs that actually investUSOs in the Life Science industry
(see Table 11 and Table 12) there are very fewsfimthe industry, and assuming the
average response rate of about 10-20% to inquinessearch projects in the field of VC
research (Fried, Bruton and Hisrich, 1998; Lim & 2012), there simply would not
have been a sufficient amount of data to come yaanclusions based on patterns in the
data. This approach also provides valuable dataetfield in presenting a viewpoint that
so far has been under-researched, namely the emimps’ side. This way, while a lot
of VC-collected research has been published, thdtseof this study can be used to assess
whether the perceptions are shared among the pofifons too. Clearly, collecting data

from one side only, only generates insights frone @erspective and only provides
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another piece to the full puzzle. Yet, the pergpeodf entrepreneurs is seen to be an

important part of that puzzle.

4.5 Participant identification process

This section explains the participant identificatiorocess for German participants and
British participants. First, the participant iddictation process for German participants
is explained, followed by the participant ident#imn process for British participants. To
identify and contact German USOs that fit in thepgcof this research project, an eight-
step plan was followed (see Figure 9). The follayaection explains each step in more
detail.
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Step 1: Identification of best German
universities via 'QS' ranking

Step 2: Verification of 'QS' ranking resujts
with five variations of results from 'CHH'
ranking

Step 3: Compilation of a final list of
universities, based on 'QS' and 'CHE
ranking

Step 4: Search for VCs or Life Scienc
USOs on each university's website

v

Step 5: Search for Life Science USOs jn
identified VCs' portfolios

Step 6: Comparison of compiled list wijh
list obtained from the German private
equity and venture capital associatiof

(BVKAP e.V.)

Step 7: Identification of CEO of each
identified USO

Step 8: Establishment of contact with
CEOs of identified USOs

Figure 9 Visual representation of participant identfication process -Germany-
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In the first step, the well-known, internationainkang of universities, called ‘QS’
ranking was used. The latest available edition at the tivae the ranking from 2013.
The QS ranking was used to identify the best Gerarawersities, by using the filter

‘Location’ and setting it to Germany. However, raxrfcular type of faculty was chosen.

In a second step, the results obtained from theaQEng were verified with a German,
national ranking table. Therefore, the 2014/2015ie@ of the ‘CHE’ rankingwas used,
which is widely used in Germany. To access a lstroversities to compare, the CHE-
ranking website requires the choosing of a sulgeatell as a degree level. In respect to
the degree level, the level of undergraduate waseah since this was the only degree,
all universities had been assessed for. In resfmedhe subject, it was decided to
triangulate the data, by using five different sglge The subjects chosen to obtain a
ranking of the universities were: Chemistry (Chémiology (Biologie), Information
technology (Informatik), Engineering (Ingenieurvaaschaften) and Pharmacy
(Pharmazie). Those five subjects were chosen, sieweral research studies mention the
above fields of science as fields in which knowketlgnsfer from universities to industry
takes place to a great extent (Elango et al., 189%ip, 1997; Heirman and Clarysse,
2004; Mustar et al., 2006). Of the five lists afikangs, produced by having chosen five
different subjects as a filter for the ranking, th@mes of the first 25 universities were

written down.

In a third step, the list obtained from the QS ragkvas used as a basis, to make a simple
frequency count of how many times the universities the QS ranking were mentioned
in the five different CHE-ranking lists. Having atted the occurrences, all universities
that were not mentioned or only mentioned once wexeluded. All universities

mentioned at least twice across all lists wereuidiet in a final list. This is the final list:

Ruprecht-Karls-Universitat Heidelberg
Technische Universitat Minchen
Ludwig-Maximilians-Universitat Minchen

Universitat Freiburg

5 http://www.topuniversities.com/university-rankimgsrld-university-
rankings/2013#sorting=rank+region=140+country=1@2tifty=+stars=false+search= [Date of access:
03.02.2018]

5 http://ranking.zeit.de/che2016/en/ [This is thd 22018 version, but | used the 2014/2015 verdiate
of access: 03.02.2018]
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Freie Universitat Berlin

Karlsruhe Institute of Technology (KIT)
Georg-August-Universitat Gottingen
Rheinisch-Westfalische Technische Hochschule Aachen
Rheinische Friedrich-Wilhelms-Universitat Bonn
Universitat Frankfurt am Main

Universitat Stuttgart

Technische Universitat Darmstadt
Technische Universitat Dresden
Universitat Jena

Ruhr-Universitat Bochum

Universitat Bremen

Universitat Dusseldorf

Universitat Bayreuth

Universitat des Saarlandes
Philipps-Universitat Marburg

Universitat Bielefeld

Leibniz Universitat Hannover
Justus-Liebig-Universitat Giel3en
Technische Universitat Braunschweig
Martin-Luther-Universitat Halle-Wittenberg
Universitat Paderborn

Universitat Rostock

In a fourth step, the list was used to visit eaolversity’s website, and assess whether
the university had either associated VCs, or estdge, high-tech USOs, operating in the

Life Science industry.

In a fifth step, the websites of all VCs identifieih the universities’ homepages were
checked, to identify USOs in their active portfsliand to reaffirm and expand the list of
identified USOs.

In a sixth step, the list was also compared witbtlaer list of firms that was given to the
researcher in the meantime by the German PrivateitfE@nd Venture Capital
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Association (BVKAP e.V). That list featured German firms that had recgiwC
funding since 2008. That list was used to iderftifiyher VCs and relevant USOs that had
not been identified previously. To ensure thatitifermation was accurate, every firm
on that list was checked again to find out whethéuilfilled the criteria of the research
project. In the following, the list facilitated lige BVKAP can be found. It features all
spin-off firms in Germany that were spun out si2€98. The BVKAP used publicly
available information and press releases to contpiie list. It features USOs and
corporate spin-outs from all industries. The langguased has not been changed since it
Is not the author’s work but the BVKAP’s work:

7 http://www.bvkap.de/en [Date of access: 03.02.2018



Jahr Beteiligungsgesellschaft Name/Ort (Name, Location) | Branche (Industry) Anlass Anmerkungen
(Year) | (Venture Capital Fund) gesamt (Annotations)
(Occasion)
2008 Triangle Venture Capital IOpener Media GmbBopftware / Computerspiele Start up Spin-off der ESA
Aachen/Delft

2008 TVM  Capital, Nomura Albireo, Schweden Biotechnologie Start up Spin-off; Ausgriindung
Phase4 Venture, weitere aus AstraZeneca
ungenannte Investoren

2008 High-Tech GriunderfondsEcolntense GmbH, Berlin Software Beed Spin-Off der FHTW Berli
BBAF Business Angels Umwelttechnologie
Berlin

2008 Wellington Partners, weiterdletcrystal Inc., USA Solartechnik Start up Spin-ofier  Stanforg
ungenannte Investoren University

2008 Intel Capital, IBB Sulfurcell Solartechnik GmbH,Photovoltaik / Solarzellen Later Spin-off des
Beteiligungsgesellschatft, Berlin Stage-VC | Helmholtzzentrums Berlin]
Ventegis, Climate Change
Capital, AIG, Demeter
Partners, Zouk Ventures,

Bank Invest
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gi

2008 LBBW Venture Capital, CheckMobile GmbH| Software Start up Spin-off
KfW/ERP-Startfonds Hamburg

2008 TVM Capital, Global Life Nitec Pharma AG, Schweiz Pharma Start up Spin-effMerck KGaA
Science  Ventures, NGN
Capital, Atlas Venture|
DeutscheBank Principle
Investing

2008 High-Tech Grunderfondsl.ophius Biosciences GmbH Biotechnologie Seed Spin-off des Instituts
Bayern Kapital Regensburg Med. Mikrobiologie u.

Hygiene Regensburg

2008 High-Tech GrunderfondsCorrmoran GmbH, Augsburg| Messtechnik Seed Spin-oér Universitat
Bayern Kapital Augsburg

2008 Climate Change Capital Power Plus Communicgti&nergiezéahlersysteme Growth Spin-off der MVV Enef

AG, Mannheim

2008 High-Tech GrunderfondsSurgicEye GmbH, Miinchen Medizintechnik Seed Spfrdef TU Minchen
Bayern Kapital

2008 S-Beteiligungsgesellschaft | Vitracom AG, Karlsruhe Software /Buy-Out Spin-off des Fraunhofe
Freiburg-Nordlicher Kundenstrommessung Instituts Karlsruhe

Breisgau, S
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Beteiligungsgesellschaft
Pforzheim-Calw

2009 High-Tech Grunderfonds HiperScan GmbH, DresdenOptik / Analyse Seed Spin-off des Fraunhofter-
Instituts furPhotnische
Mikrosysteme
2009 Wellington Partners,Enecsys, Grol3britannien Energietechnik Start up Spin-Off der uni
Bankinvest New Energy Solaranlagen Cambridge
Solutions Kapital
2009 Wellington Partners, KleingiAgnion Technologies GmbH,Erneuerbare Energien Start up Spin-off der TU Mémch
Perkins Caufield and ByersPfaffenhofen
MVP  Munich  Venture
Partners
2009 Seed Fonds Aachen VerkehrsmittelVergleich.de Onlineportal Seed Spin-off der RWTH
GmbH, Aachen Aachen
2009 Wellington Partners, RoberHeliatek GmbH, Dresden Solartechnik Start up Sirder Universitaten

Bosch Venture Capital, BAS

Venture  Capital, RWE
Innogy, High-Tech
Griunderfonds, eCapital,

Technologiegrinderfonds

F

Dresden und Ulm
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Sachsen

Leipzig/SIB/SC-
Kapital/CFH), GP Bullhounc
Sidecar

(S-BC

J7

2009 Technologiegrinderfonds | Riboxx GmbH, Dresden Biotechnologie Start up Sgirder TU Dresden
Sachsen (S-BG
Leipzig/SIB/SC-
Kapital/CFH)
2009 SHS, Bayern Kapital,LipoFIT  Analytic GmbH,| Diagnostik Start up Spin-off der uUni
KfW/ERP-Startfonds Regensburg Regensburg
2010 Triangle Venture Capitgl,TakWak GmbH, Minchen Elektronik /Seed Spin-off der FG Microtec
KfW/ERP-Startfonds Kommunikationstechnologige GmbH
2010 NRW.Bank.Venture FondsPIREVO Industrial| Biotechnologie Start up Spin-off der DIREVO AG
TVM Capital Biotechnology GmbH, Kdln
2010 IBB BeteiligungsgesellschaftMatch Technologies GmbH,Software / IT Seed Spin-off der Fraunhofer
estag Capital Berlin Gesellschaft
2010 IBB Beteiligungsgesellschaft IPR Systems U&iB Software / Recherche undtart up Spin-off InTraCoM GmbH
Bewertung gewerblicher und der  Fraunhofer
Schuttzrechte Gesellschaft
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2010 Bayern Kapital, FVW SurgicEye GmbH, Miinchen Medizintechnik Start up nSpff der TU Minchen
investments for your health,
High-Tech Griinderfonds
2010 Life Science Partners, Aesgafsffectis Pharmaceuticals AG,Biopharma Later Spin-off des Max-Planck-
Venture, KfW/ERP- Minchen Stage-VC | Instituts flr Psychiatrie
Startfonds, Bayern Kapital,
EMBL Ventures
2010 High-Tech Grunderfonds Humedics GmbH, GrosglneeMedizintechnik / Analyse Seed Spin-off der FU Bednd
der Charité
2010 High-Tech Grinderfonds PEPperPRINT GmbpHthserdruck / Biochips Seed Spin-off des deutschen
Heidelberg Krebsforschungszentrums
Heidelberg
2010 dievini Hopp BioTech CureVac GmbH, Tibingen Biopharma Start up Spin-dffr  Universitat
Holding Tldbingen
2010 S-Refit, High-Tech Lophius Biosciences GmbH Biotechnologie Start up Spin-off der Universitat
Grunderfonds, BayernRegensburg Regensburg
Kapital
2010 High-Tech GriunderfondsEvocatal GmbH, Dusseldorf Biotechnologie Start up| pin®ff der Heinrich-

Sirius Seedfonds, Busine

5S

Angel

Heine-Universitat

Dusseldorf
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2010 Technologiegrinderfonds | HiperScan GmbH, Dresden Optik / Analyse Startug in®ff des Fraunhofer
Sachsen (S-BG Instituts in Dresden
Leipzig/SIB/SC-

Kapital/CFH), High-Tech
Grunderfonds
2010 High-Tech GrinderfondsTM3 Software GmbH| Software Seed Spin-off des Instituts f
Bayern Kapital Regensburg Warenwirtschaftssystem Wirtschaftsinformatik der
Uni Regensburg
2010 V+ Venture Plus axioGENESISAG, Koln Pharma V@ Spin-off der Universitat
KalIn

2010 Rheinland VentureGreenPocket GmbH , Kéln Software Seed Spin-off d&chwetje
Capital/Intelligent  Venture Digital
Capital, KIW/ERP-Startfonds

2010 High-Tech Grinderfonds ConWeaver GmbH, Darttst&oftware / Such-Software Seed Spin-off der Hnater

IGD

2010 dievini Hopp BioTechimmatics biotechnologiesBiopharma Later Spin-off der Universitat
Holding, Wellington Partners,GmbH, TUbingen Stage-VC | Tubingen
MIG, AT Impf GmbH,
weitere ungenannte

Investoren
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2010 High-Tech GrunderfondsBiametrics GmbH, Tubingen Medizintechnik Beed Spin-off der Universitat
Seedfonds Baden- Analysegerate Tldbingen
Wirttemberg
2010 V+ Venture Plus axioGENESIS AG, Koln Biopharma Later Ausbau der bestehenden
Stage-VC | Anteile;  Spin-off  der
Universitat KéIn
2010 KfW/ERP-Startfonds, Leukocare AG, Minchen Biotechnologie $tart up Spin-off der Universitat
Privatinvestoren Medizintechnik Frankfurt
2010 ViewPoint Capital Partners HYPE Softwaretekhr$oftware Growth Spin-off aus der Daimler-
GmbH, Bonn Forschung
2010 TVM Capital Biovertis AG, Osterreich Biotechogie Later Spin-off der Intercell
Stage-VC
2011 Technologiegrinderfonds | Caterna GmbH, Dresden Software / Medizintechnik  rtSi@a Spin-off der TU Dresden
Sachsen (S-BG
Leipzig/SIB/SC-
Kapital/CFH), High-Tech
Grunderfonds
2011 IBB Match Technologies GmbH,Software / IT Start up Spin-Off der Fraunhofer

Beteiligungsgesellschaft/VC

Fonds Berlin, estag Capital

Berlin

Gesellschaft
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2011 Intel Capital, Climate Chang&ulfurcell Solartechnik GmbH,Photovoltaik / Solarzellen Later Spin-off des
Capital  Private  Equity, Berlin Stage-VC | Helmholtzzentrums Berlir
Bankinvest Group, Zouk
Ventures, Masdar Cleantech
Investments, Demeter
Partners, Ventegis , IBB

Beteiligungsgesellschatft,

Conetwork Erneuerbare
Energien

2011 High-Tech GrunderfondsTixel GmbH, Hannover IT / Netzwerktechnologie Seed | Spin-off des Thomson-
hannover innovation Konzerns
fonds/EnjoyVenture

2011 Seed Fonds Aachen InBio GmbH, Jtlich Bioteldygie /| Seed Spin-off der Hochschule

Lebensmittelanalysesysteme Niederrhein
2011 Wellington Partners, KleineiOrcan Energy GmbH, Energietechnik Start up Spin-Off der TU Minchen

Perkins Caufield and Byers | Miinchen

2011 MIG, KIW/ERP-Startfonds cynora GmbH, Karlsruhe | Halbleiter / OrganischeStart up Spin-off der RWTH
Elektronik Aachen
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2011 High-Tech GrunderfondsCompositence GmbH,Maschinenbau / Carbon-Seed Spin-off der Universit3
Seedfonds Baden-Stuttgart Verarbeitungstechnologie Stuttgart
Wirttemberg

2011 Technologiegrinderfonds | VivoSensMedical GmbHj|, Medizin / Diagnostik Start up Spin-off d
Sachsen (S-BGLeipzig Universitatsfrauenklinik
Leipzig/SIB/SC- Leipzig
Kapital/CFH)

2011 S-Refit, High-Tech Lophius Biosciences GmbHl Biotechnologie Start up Spin-off der Universi
Grunderfonds, BayernRegensburg Regensburg
Kapital

2011 BASF Venture Capital,baseclick GmbH, Tutzing Biotechnologie / DiagnostiStart up Spin-off der LMU
ungenannte Privatinvestoren Minchen und BASF SE

2011 Creathor Venture, Rheinlap&ividon Diagnostics GmbH,Biotechnologie / Diagnostik ~ Start up Spin-off von iel@ens
Venture  Capital/Intelligent KdIn Healthcare
Venture Capital, KIW/ERPt
Startfonds

2011 bm-t Simlity GmbH, Jena Software / Browserspiele Start u | Spin-Off der FSU Jena

beteiligungsmanagement

thiringen
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2011 SHS, Bayern Kapital LipoFIT  Analytic  GmbH,| Diagnostik Start up Spin-off der Uni
KfW/ERP-Startfonds Regensburg Regensburg

2011 High-Tech GriunderfondsCorTec GmbH, Freiburg Medizintechnik Geed Spin-Off der Uni Freiburg
Seedfonds Baden- Neurotechnologie
Wirttemberg, K and S W
Invest

2011 High-Tech GriunderfondsHumedics GmbH, GrossbeereMedizintechnik / Analyse Start up Spin-off der Ferin und
Charite Biomedica der Charité

Fund/Peppermint
VenturePartners, IBB
Beteiligungsgesellschatft,
KfW/ERP-Startfonds,
Ventegis Capital

2011 BayBG iThera Medical, Minchen Medizintechnik tarBup Spin-Off des Helmholt

Zentrum Minchen

2012 Boehringer IngelheimAMP-Therapeutics GmbH,Biotechnologie Start up Spin-off der Uni Leipzig
Venture Fund, NovartisLeipzig

Venture Fonds
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2012 High-Tech Grunderfonds KonTEM GmbH, Bonn Optik  Transmissionst Seed Spin-off der Max-Planck-
Elektronenmikroskopie Gesellschaft und des
(TEM) Forschungszentrums
ceasar
2012 High-Tech Grunderfondst-cell Europe GmbH| Medizin / Plattform-| Seed Spin-off des  Berlin-
Constantin Bastian LeandeKleinmachnow Therapie Brandenburg Centers fiir
Venture Capital, ILB Regenerative Therapien
Brandenburg
2012 Rheinland VentureGreenPocket GmbH , Kéin Cleantech / Software Siart | Spin-off der Schwetje
Capital/Intelligent  Venture Digital
Capital, KfW/ERP-
Startfonds, NRW.Bank,
Schwetje Digital
2012 V+ Venture Plus axioGENESIS AG, Kdln Biopharma Later Ausbau der bestehenden
Stage-VC | Anteile;  Spin-off  der
Universitat Koln
2012 Climate Change CapitalPower Plus Communication€nergiezahlersysteme Growth Spin-off der MVV Energi

Siemens Venture Capitg
British Gas

IAG, Mannheim
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2012 Technologiegrinderfonds | Baselabs GmbH, Chemnitz Software Seed Spin-Off der TU Chemnijz
Sachsen (S-BG Automobilindustrie
Leipzig/SIB/SC-
Kapital/CFH)

2012 High-Tech GrunderfondsEpivios GmbH, Disseldorf Medizintechnik / Diagné&sti Seed Spin-Off der TTHU
ungenannter Privatinvestor Dusseldorf

2012 Technologiegrinderfonds | Data Virtuality GmbH, Leipzig Software Seed Spin-Off der Uni Leipzig
Sachsen (S-BG
Leipzig/SIB/SC-
Kapital/CFH), High-Tech
Grunderfonds

2012 Technologiegrinderfonds | VivoSensMedical GmbHj|, Medizin / Diagnostik Start up Spin-off der
Sachsen (S-BGLeipzig Universitatsfrauenklinik
Leipzig/SIB/SC- Leipzig
Kapital/CFH)

2012 Merck Serono Ventures Prexton TherapeutiBgytechnologie Start up Spin-off  von  Mergk

Darmstadt Serono
2012 EnjoyVenture, Invest-Impuls  Qnips GmbH, Harerov Software / mobiles Seed Spin-Off der Leibniz-Uni

Qualitatsmanagement

Hannover
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2012 dievini Hopp BioTech CureVac GmbH, Tubingen Biopharma Later Spin-off der Universitat
Holding Stage-VC | Tubingen

2012 Merck Serono Ventures Asceneuron SA, Schweiz | iopHarma Start up Spin-Off  von  Merck

Serono

2012 High-Tech Grunderfonds,JeNaCell GmbH, Jena Biotechnologie Seed Spin-Oft  dieiedrich-
Stiftung fur Technologie, Schiller-Universitat Jena
Innovation und Forschung
Thiringen (STIFT)

2012 High-Tech GriunderfondsConWeaver GmbH, Darmstagdt Software / Such-SoftwargStart up Spin-off der Fraunhofer
Shefter Capital, Fraunhofer IGD
Venture

2012 Bayern Kapital, High-TechSurgicEye GmbH, Minchen Medizintechnik Start up nSglf der TU Miinchen
Grinderfonds, BayBG, FVW
investments for your health

2012 High-Tech GrunderfondsCysal GmbH, Munster Biotechnologie Seed Spin-offldel Munster
Grunderfonds
Munsterland/eCapital

2013 S-Refit, High-Tech Lophius Biosciences GmbH Biotechnologie Start up Spin-off der Universitat
Grunderfonds, BayernRegensburg Regensburg
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Kapital, VRD GmbH, WIC
GmbH

2013 High-Tech GriunderfondsCumulocity GmbH, DusseldorfSoftware / Cloud Services Seed Spin-Off  von  Nakia
VersoVentures Siemens Networks

2013 EXTOREL, Bayern Kapital,Dynamic Biosensors GmbH Biotechnologie / Sensorik Start up Spin-Off der Mdnchen
UnternehmerTUM, BioM Munchen

2013 NRW.Bank.Venture FondsPIREVO Industrial| Biotechnologie Later Spin-off der DIREVO AG
TVM  Capital, Daniscqg Biotechnology GmbH, Kdln Stage-VC
Venture

2013 High-Tech GriunderfondsCompositence GmbH,Maschinenbau / Carbon-Start up Spin-off der Universitét
Seedfonds Baden-Stuttgart Verarbeitungstechnologie Stuttgart
Wirttemberg, ZFHN
Zukunftsfonds Heilbronn

2013 High-Tech GriunderfondsPolosys GmbH, Berlin Medizintechnik Seed Spin-ofér dCharité der
m2f investment HU Berlin

2013 High-Tech GrunderfondspuberMetrics TechnologiesSoftware / Mediat Seed Spin-Off der Humbold}-
Klingel Versandhandels-GmbH, Berlin Monitoring Universitat zu Berlin

Gruppe
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2013 E.ON Venture PartnersQrcan Energy GmbH, Energietechnik / Abwéarme-Start up Spin-Off der TU Minche
Wellington Partners, KleingrMinchen Recycling
Perkins Caufield and Byers

2013 High-Tech GrunderfondsEvocatal GmbH, Dusseldorf Biotechnologie Startup, pin®ff der Heinrich-
Sirius Seedfonds, Heine-Universitat
NRW.Bank, Lanxess, Dusseldorf
Business Angel

2013 High-Tech GrunderfondsCorrmoran GmbH, Augsburg| Messtechnik Start up Spin-der Universitat
Bayern Kapital, Bilfinger Augsburg
Venture Capital

2013 High-Tech GriunderfondsCorTec GmbH, Freiburg Medizintechnik Gtart up Spin-Off der Uni Freibur
Seedfonds Baden- Neurotechnologie
Wirttemberg, K and S W
Invest, M-Invest, KiW/ERP
Startfonds

2013 High-Tech Grunderfonds PS Biotech GmbH, Aachen Biotechnologie Seed Spin-off der RWT

Aachen

2013 dievini Hopp BioTechimmatics biotechnologiesBiopharma Later Spin-off der Universitat

Holding, Wellington Partners,GmbH, Tubingen Stage-VC | Tubingen

MIG, AT Impf GmbH,
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weitere ungenannte
Investoren
2013 Bayern Kapital EXTEND3D GmbH, Munche®ensorik / 3D-Projektoren Start up Spin-off der Mdinchen
2013 High-Tech GriunderfondsExtoll GmbH, Heidelberg Netzwerktechnologie Seed inKybf der Uni
Extorel, MBG Baden Heidelberg
Wirttemberg, VRD
2013 Technologiegrinderfonds | HiperScan GmbH, Dresden Optik / Analyse Startup in®ff des Fraunhofe
Sachsen (S-BG Instituts in Dresden
Leipzig/SIB/SC-
Kapital/CFH), High-Tech
Grunderfonds, HCS$
Beteiligungsgesellschaft
2013 Seventure Partners, TiburofomAtoB GmbH| Onlineportal Start up Spin-off der RWT
Seed Fonds Aachen, Busineg¥erkehrsmittelVergleich.de), Aachen
Angels Aachen
2014 High-Tech Grinderfonds WPX Faserkeramik GmbHNerkstoffe Seed Spin-Off des Deutsch
Kdln Zentrums fur Luft- ung
Raumfahrt

Table 10 List of spin-out firms in Germany since 208

Source: Result of email correspondence with BVKARO15.

en



In a seventh step, each relevant USO’s websitaevwasited, to identify who the CEO or

the operating manager was. The managers or CE©#)eaones most in contact with the
VCs, and therefore are the people best suitedvi® @icounts of the relationships with
VCs.

Finally, an email was sent to the individual firmrrgprming the CEO/manager about the
research and its purpose, and asking for his/héicypation (see appendix 9.2).

Next then, the participant identification processBritish participants is explained. The
identification process for British USOs relied awef steps (see Figure 10), which are
explained in more detail in the following:

Step 1: Identification of best

British universities via 'The

Guardian University League
Table' ranking

Step 2: Search for VCs o
Life Science USOs on ea
university's website

Step 3: Search for Life
Science USOs in identifie
VCs' portfolios

2

Step 4: Identification of
CEO of each identified
uUSso

Step 5: Establishment of
contact with CEOs of
identified USOs

Figure 10 Visual representation of participant idetification process -UK-

First, the ‘The Guardian University League Tabfeom 2014 was used, to identify the

highest ranked universities, based on the same &sgexplained in the previous section.

8 https://www.theguardian.com/education/table/2Qi8§3/university-league-table-2014 [Date of access:
03.02.2018]



118

From the 2014 league table, the first 34 univessitvere noted down. The reason for
choosing the first 34 universities rather thanfitet 30 or 20 is due to the fact that the
University of Leeds is ranked 84according to this ranking and since this thesis wa
written at the University of Leeds, it was believadd confirmed later on, that contacts
the university holds with VCs and USOs, ease adoesgyanisations.

In a second step, each university’s website wasedido find out whether spin-out
activities took place and whether the universitg laay relationships with VCs. Some
universities mentioned their partner VCs directiytbeir website, other universities only
presented their technology transfer office or higjited some successful case studies of
spin-outs or start-ups and others did not havestetgment indicating spin-out activities
or intentions at all. Taking universities that ditg mentioned VCs and those at least
flagging up their technology transfer office or ggating case studies of spin-out firms
made up a list of 9 universities. Those universitiee:

Cambridge

St. Andrews

UCL

Durham

Imperial College

Warwick

Leicester

Edinburgh

Strathclyde

Furthermore, 12 universities that all used the YOdroup plc were identified. Those
universities were:
Oxford

Bath

Surrey

York

Glasgow

Bristol
Southampton
Nottingham
Cardiff
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Manchester
King’'s College London

Leeds

In a third step, the list of VCs that were eithegntioned on the universities’ websites
directly or whose names could be found via the ensities’ technology transfer offices
was used to go through their portfolios to look#t8Os that operated in the Life Science
industry. In a fourth step, each relevant USO’s sitebwas revisited, to identify who the
CEO or the operating manager was. Finally, an emad sent to the individual firms,
informing the CEO/manager about the research angutpose, and asking for his/her

participation (see appendix 9.2).

In the following, a list of all contacted USOs dam found, along with key criteria such

as their institutional affiliation, the VC fundirige firm and the USO’s website:



Name of | University Funded by Website/Contact Notes Bio-| Healt
firm affiliation tech | hcare
Lophius | University of VRD GmbH, Heidelberg, | http://www.lophius.com/home.html At that time, the X
Regensburg Germany current CEO was a
professor and faculty
member
Surgicky| Technische High-Tech Griinderfonds, | http://www.surgiceye.com/en/company/ X
e GmbH | Universitat Bayern Kapital about_us.html
Minchen
Riboxx | University of Technologiegrinderfonds| http://www.riboxx.com/management/ X
GmbH Dresden Sachsen (S-BG
Leipzig/SIB/SC-
Kapital/CFH)
LipoFit | University of SHS, Bayern Kapital, http://www.numares-health.com/ueber- X
Analytic | Regensburg KfW/ERP-Startfonds numares-health/presse/presse-
al GmbH detailansicht/article/lipofit-analytic-

gmbh-startet-kooperation-mit-bruker-

biospin-gmbh.html
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Humedic | Charieté and Freie| BioMedPartners, Vesalius| http://www.humedics.de/index.php?artic
S Universitat Berlin | Biocapital, Seventure, le_id=20andclang=0
Peppermint
VenturePartners, VC Fonds
Technologie Berlin, KIW

ERP Startfonds, High Tec

Griunderfonds und

=

Ventegis Capital AG

Curevac | University of Dievini http://www.curevac.com/de/unternehme

Tldbingen n/management/

Evocatal | Heinrich-Heine- | High-Tech Grinderfonds, | http://www.evocatal.com/de/ueber-

Universitat Sirius VC uns.html

Dusseldorf
Axiogen | University of V+ Venture Plus http://axiogenesis.com/company&tye
esis Cologne r-relations.html

GmbH

Biametri | Eberhard-Karls High-Tech Grinderfonds | http://biametrics.com/en/

Ccs University and Seedfonds BW
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Viviosen | University clinic Technologiegriinderfonds| http://www.vivosensmedical.com/histdr

smedical | for women, Sachsen (S-BG y.html
Leipzig Leipzig/SIB/SC-

Kapital/CFH)

CortecN | University of High-Tech Griinderfonds, | http://cortec-

euro Freiburg die LBBW Venture Capital neuro.com/unternehmen/ueber-uns
und die Kand S W Invest

AMP University of Boehringer Ingelheim http://www.amp-

Therapeu Leipzig Venture Fund; Novartis | therapeutics.com/de/overview.html

thics Venture Funds

Jenacell | University of Jena  High-tech Grinderfonds http://www.jenacell.com/de/unternehme

n/kernkompetenzen
Cysal University of Ecapital and High-tech http://www.cysal.de/people
Munster Grunderfonds
Dynamic | TU Midnchen Extorel, UnternehmerTUMhttp://www.dynamic-
Biosenso (university capital), Bayern biosensors.com/about/dynamic-
rs GmbH Kapital biosensors
Dolosys | Charieté Berlin High-tech Grunderfonds| http://www.dolosys.de/Kontakt.htm The CEO is thvate
and m2f investment lecturer Priv.-Doz. Dr.

med. Jan Baars
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PS RWTH Aachen High-tech Griinderfonds http://www.ps$baih.com/about-us X
Biotech
GmbH

Coramaz| University Hospital| Seed Dortmund, EXIST, | http://www.coramaze.com/index.php/ne
e of Essen High-tech Grunderfonds, | ws

Microsti | Universitatskliniku | High-tech Grunderfonds, | http://www.microstim.de/index.php/en/c
m m Schleswig- Pepermint Venture ompany.htmi
Holstein, Campus | Partners,
Lubeck

NovaPu | University of Jena| High-tech Grinderfonds http:/imwovapump.de/ This newspaper article
mp states that the firm is a
USO.
http://www.thueringer-
allgemeine.de/web/zgt
wirtschaft/detail/-
I/specific/Thueringer-
Innovationspreis-Mehrt
Leben-bei-schweren-
Herzinfarkten-retten-
1903384678
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Pentraco | Among others the | High-tech Grunderfonds, | http://www.pentracor.de/partner.html

r University clinic Salud Invest Gmbh, ILB
Charité

Capical | University of High-tech Grunderfonds, | http://www.capical.de/en/company/ http://www.emg.in-
Braunschweig M-invest, KfW bs.de/team/mitarbeiter

schilling/index_d.html

Amedo University of High-tech Grinderfonds http://www.amedo- The associated centre
Witten/Herdecke gmbh.com/index.php/shareholder- https://institut.groenem
and Grbnemeyer management.html eyer.com/prof-dr-med-
Instituts fur dietrich-h-w-
Mikrotherapie auf groenemeyer ; The
dem Campus der firm was established by
Ruhr-Universitat faculty staff
Bochum
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Fiagon

Charité Berlin

High-tech Griinderfonds httpiw.fiagon.de/index.php?unterr

hmen

erhis link provides
information on the
institutional
background, showing
that the firm is an
academic start-up by &
faculty member:
http://high-tech-
gruenderfonds.de/de/p
rtfolio/fiagon/?b=life-
science,biotechnologie
diagnostik,healthcare,
medizintechnik,pharm:

zie-drug-

developmentandr=plz1

plz2,plz4,plz5,plz0,plz
3,plz6,plz7,plz9,plz8

54

Medinee

ring

Klinikum Firth

High-tech Grunderfonds http://www.tieeering.de/Kontakt.htn

n These sources show

that the firm is based

on University IP:
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https://www.xing.com/
profile/Maximilian_Kri

nninger

http://www.closingcircl

e.com/medineering-

gmbh-a-munich-based
medtech-company-
closes-seed-

investment-round/

Microdi | Technische High-Tech Griunderfonds, | http://micro-dimensions.com/company Note: The ddien
mensiong Universitat Bayern Kapital, private mentor of this firm is
Munchen investor co-founder of
SurgicEye GmbH
Scopis Fraunhofer- High-tech Grunderfonds, | http://www.scopis.com/en/company/co Prof. Erwin Keeve was

Gesellschaft and
Charité-
Universitatsmedizi

n Berlin

IBB, Extorel

mpany-profile/

leader at the Centre
where Scopis was

developed
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MultiBlI
ND

*Not sure but the
founding professor
is called Prof. Dr.
Thomas Lisowsky
who worked at
University of

Dusseldorf

High-tech Grunderfonds

http://high-tech-

gruenderfonds.de/en/portfolio/multibin

-2/?b=life-science-

en,biotechnology,healthcare-en,medigal-

engineering,pharmacy-drug-
developmentandr=plz1,plz2,plz4,plz5,
z0,plz3,plz6,plz7,plz9,plz8

Advanov
a

University of

Erlangen-Nurnberg

High-tech Grunderfonds

http://www.advanova.de/kktitadex.

html

Bomedus

Universitatskliniku

m Bonn

High-tech Grinderfonds

https://bomedus.com/

Desino

RWTH Aachen
und der Deutscher
Sporthochschule

Koéln

High-tech Grunderfonds,
Business Angel

http://www.desino.eu/info.html

Exelonix

Technische Uni
Dresden/Evangelis

che Uni Dresden

High-tech Grunderfonds

http://www.exelonix.com/Zgrder

All of the founders
have previous
experience in setting

up businesses
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Futalis University of High-tech Grunderfonds http://futalis.de/ueber-isteeam https://de.linkedin.com/
Leipzig pub/janes-
potthoff/21/21a/4a2
Preventic| University of Jena | High-tech Grunderfonds, http://preventicus.com/index.php/de/teaNhile few information
us one further VC, one privatem/20-wer-steht-hinter-preventicus are provided on the
investor website, it is stated that
the service is based on
university research.
Tinitrack | University of High-tech Grunderfonds, | http://www.tinnitracks.com/de/unterneh
Munster Investitions- und men
Forderbank Hamburg mit
der Innovationsférderung
InnoRampUp, European
Union Regional
Development Fund. FORT
Advance | University of MIG Fonds, ERP- http://www.advancecor.de/die- X
Cor Tlbingen and Startfonds, Bayern gruender.html

Wirzburg

Kapital, HighTech-

Griunderfonds
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Audiocur | Wildau Technical | High-tech Grinderfonds, | http://audiocure.de/?page_id=47
e University of private investors

Applied Sciences

(close to Berlin)
OMEIC | Max Delbriick High-tech Grinderfonds http://www.omeicos.com/mamagnt.h
(O Centre, Charité, tml

Berlin
AlsterSci | University of High-tech Grinderfonds http://alsterscience.con@umghmen/te| Several academic
ence 4 | Hamburg am/ research projects are
Animals being conducted while

operating the business
ImmunS | Hamburg High-tech Grunderfonds http://www.immungsgwcom/index.ph
ervice p?page=core-management-team
Protecti | Ruhr-Uni Bochum | High-tech Grinderfonds,| http://www.protectimmun.de/d/
mmun Enjoy Venture, Ascenion
GmbH

Rigontec | University of Bonn| High-tech Griinderfonds httpdbintec.de/management/

GmbH
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Provecs | University Medical | High-tech Grinderfonds http://www.provecs.com/mhatml Founder has previous

Medical | Centre Hamburg- spin-out experience;
Eppendorf and university

background

OnCGno | University clinic High-tech Grinderfonds http://www.oncgnostics.comiéx.php/

stics for women, Jena de/teamkontakt

Chromot | Ludwig Maximilan | High-tech Griinderfonds http://mwww.chromotek.comiatbo

ek University Munich us/management-team/

c-Lecta | University of High-tech Grinderfonds http://www.c- The firm now owns the
Leipzig lecta.com/?lang=deandcategory=compgpatent of the

nyandpage=management technology.

M2pLab | RWTH Aachen High-tech Griinderfonds http://www.m2p-labs.com/ntang/

S University

Rodos Essen/Heidelberg/| 2008-2012 High-tech http://www.biotargeting.eu/management

BioTarge| Hannover/Brunswi| Grunderfonds; since 2012} .html

t ck Hannover

Beteiligungsgesellschaft
Vimecon | Universitatsklinik | SHS http://www.vimecon.de/index.php/de/im

Aachen

Beteiligungsgesellschatft,
SUBG

-profil/historie.html
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Caprotec| University of Creathor Venture, IBB http://www.caprotec.com/index.php?id=Prof. Dr. Hubert Kostef X
Hamburg Beteiligungsgesellschaft | 28 is the CEO and serial
(VC Fond Berlin), LBBW entrepreneurs
Venture Capital, KW
(ERP Startfonds) as well as
private investors
Machtfit | Technische Uni IBB; https://www.machtfit.de/
Berlin
Autodisp | Heinrich-Heine- Sirius VC http://autodisplay- Fundamental research
lay Universitat biotech.com/wordpress/company- is being conducted at a
Dusseldorf overview/ research group of Prof.
Jose at the Institute for
Pharmaceutical and
Medical Chemistry at
University of Minster
Acousia | University of Boehringer Ingelheim http://www.acousia.com/about-
Tubingen Venture Fund us/founder/
Cevec University of Kdln| Creathor Venture http:/mweevec.com/company/history Several university X

firm

professors founded the

174
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Sirion LMU Creathor Venture http://www.sirion-
biotech.com/page/Management.html
Acuros Humboldt ELSA http://www.acuros.de/acuros/Company.
University Berlin html
Isarna University of S-Refit http://lwww.isarna-
Therapeu Heidelberg therapeutics.com/de/unternehmen/mana
tics gement/prof-dr-med-eugen-leo/
Multimm | Technische S-Refit http://www.multimmune.de/company.co
une Universitat mpanyprofile.php
Munchen
ViroLogi | University of S-Refit http://www.virologik.com/index.php/vi
k Erlangen ologik-
unternehmen/geschaeftsleitung.htmi
Greenov | University of Zukunftsfonds Heilbronn http://www.greenovation.damanagem
ation Freiburg ent.html
Protagen| Ruhr University of Zukunftsfonds Heilbronn http://protagen.com/company
Bochum
Seleon University of Zukunftsfonds Heilbronn http://www.seleon.de/debtkontakt/a

Freiburg

nsprechpartner.html#c79
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XtalCon | University of Innovationsstarter http://www.xtal- X
cepts Hamburg and concepts.com/index.php/en/home.htm|

University of

Lubeck
Embella | TU Hamburg- Innovationsstarter http://www.embella.de/presse.htm | Initially funded by the X
GmbH Harburg Ministry for Economy

and Technology

3di Uniklinikum Jena | BMT http://www.3di.de/cms/indexphd=10 X
GmbH 3
MedCool | Helmut-Schmidt- | BMT http://www.medcooling.com/das- X
ing Universitat and unternehmen

Hamburg-Harburg
AMSIilk | TU Minchen MIG Fonds, http://www.amsilk.cougber- X

uns/management.html
Table 11 List of all USOs contacted in Germany

Name of | University Funded by Website/Contact Bio- | Healt
firm affiliation tech | hcare
Asalus University of IP Group http://asalus.com/ X

Cardiff
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Avacta University of IP Group http://www.avacta.com/
Leeds
Azellon | University of IP Group http://www.azellonctx.com/
Bristol
Capsant | University of IP Group "Capsant was established in 2002 by acadiEmnders Dr Lars
Southampton Sundstrom, Dr John Chad and Dr Ashley Pringle."
http://www.southampton.ac.uk/biosci/business_pastrip/case_S
tudies/capsant.page
Crysalin | University of IP Group http://lwww.crysalin.com/wp/
Oxford
Evocutis | University of IP Group http://www.evocutis.com/
Leeds
Glythera | University of Bath| IP Group http://www.ghera.com/ X
InhibiOx | University of IP Group http://www.inhibox.com/
Oxford
Iqur University of IP Group http://www.iqur.com/ X
Southampton
Karus University of IP Group http://www.karustherapeutics.com/ X

Southampton
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Medapho| University of IP Group/Fusion IP http://www.medaphor.com/

r Cardiff

Modedx | University of IP Group http://www.modehealth.com/
Glasgow

Optimal | University of IP Group http://www.optimalmedicine.com/

Medicine | King's College

Oxehealt| University of IP Group http://www.oxehealth.com/

h Oxford

Oxford | University of IP Group http://oxfordbiotrans.com/

Biotrans | Oxford

Nanopor | University of IP Group https://www.nanoporetech.com/

e Oxford

Technolo

gies

Drugsens University of IP Group and Oxford http://www.oxtox.com/

or Oxford Technology

Progente| University of IP Group http://lwww.cardiff.ac.uk/racdv/latestvergs/progenteq-spinout-

q Cardiff from-biosi.html
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Retroscr | University of IP Group http://www.retroscreen.com/

een Queen Mary

Virology

Stratoph | University of IP Group http://www.stratophase.com/

ase Southampton

Summit | University of IP Group http://www.summitplc.com/ X
Oxford

Synairge | University of IP Group http://www.synairgen.com/ X

n Southampton

TissueRe| University of IP Group http://www.tissueregenix.com/

genix Leeds

Ubiquige | among others IP Group http://ubiquigent.com/

nt Univ. of Dundee

Absynth | University of Fusion IP (IP Group owns| http://www.absynthbiologics.co.uk/ X

Biologic | Sheffield 19.8% share)

S

Asterion | University of Fusion IP http://www.asterion.co.uk/ X
Sheffield

Blader University of Fusion IP have no website yet - but "is based erdtest research undertaken

Cancer | Cardiff by Professor lan Weeks and colleagues in the Safddkedicine,




137

Diagnost Cardiff University" http://www.fusionip.co.uk/cagesly/bladder-
ics cancer-diagnostics/
Diurnal | University of Fusion IP http://www.diurnal.co.uk/ ; the CSO is tame as for Asterion | X
Sheffield
Extraject | University of Fusion IP No website yet - but " has been foundethe work of ProfessarX
Cardiff James Birchall and colleagues in the School of iRhay and
Pharmaceutical Sciences, Cardiff University"
http://www.fusionip.co.uk/casestudy/extraject-2/
Medella | University of Fusion IP no website yet - has been founded by .P¥ain Skerry
Therapeu Sheffield (http://mellanbycentre.dept.shef.ac.uk/membersrigkam)
tics
Morvus | University of Fusion IP http://www.morvus.com/ X
Cardiff
Nanoteth| University of Fusion IP http://79.170.44.140/nanotether.co.uk/ X
er Cardiff
Ph University of Fusion IP http://phtherapeutics.com/
Therapeu Sheffield

tics
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Pro Flu University of Fusion IP No website; founded by Prof. Chris McGuigX

Cardiff (http://www.cardiff.ac.uk/phrmy/contactsandpeopléfimeacade
micstaff/mcguigan-chrisnew-overview_new.html)

Wound | University of Fusion IP http://www.woundgeneticsgroup.com/

Genetics | Cardiff

Zilico University of Fusion IP https://zilico.co.uk/
Sheffield

Nandi University of Frontier IP Group http://nandiproteins.com/about-us X

Proteins | Herriot Watt

GlycoBi | University of Frontier IP Group http://www.glycobiochem.com/

oChem | Dundee

Kinetic | University of Frontier IP Group http://www.kineticdiscovery.com/ X

Discover | Dundee

y

Tissue University of Frontier IP Group http://www.tissuerepairtechnoésgcom/

Repair | Dundee

Technolo

gies

Circassia| Imperial College | Imperial Innovations http://www.circassia.co.uk/ X

London
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Veryan | Imperial College | Imperial Innovations and | http://www.veryanmed.com/
Medical | London Seroba Kernel
Abzena | Imperial College | Imperial Innovations and | http://www.abzena.com/
London Longbow Capital and
Catapult Ventures and
Mercia and Oxford
Technologies
Oxford | University of Imperial Innovations and | http://oxfordimmunotec.com/international/
Immunot | Oxford Spark Ventures
ec
Cell Imperial College | Imperial Innovations http://www.cellmedica.co.uk/
Medica | London
Psi Oxus| University of Imperial Innovations, http://www.psioxus.com/
Oxford Mercia
Stanmor | Uni College Imperial Innovations http://www.stanmoreimplantsmzo
e London
Implants
Autifony | Uni College Imperial Innovations http://lwww.autifony.com/
Therapeu London

tics
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TopiVert | Imperial College | Imperial Innovations http://www.topivert.com/
London
Crescend Babraham Instituteg Imperial Innovations http://wwmescendobiologics.com/ X
0
Biologic
S
Mission | University of Imperial Innovations http://www.missiontherapeuttcen/ ; Professor Steven JackspiX,
Therapeu Cambridge Chief Scientific Officer at Mission Therapeuticaduated in Leeds
tics
Abdingd | Imperial College | Imperial Innovations https://www.abingdonhealth.¢om
on London
Health
Pulmoci | Imperial College | Imperial Innovations http://www.pulmocide.com/ X
de London
Ixico Imperial College | Imperial Innovations http://www.ixico.com/
London
Psycholo| University of Imperial Innovations http://www.psychologyonline.ak/
gy Cambridge

Online
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Ambicar | University of Scottish Health http://www.ambicarehealth.com/investors/
e Dundee and Innovations Ltd and
University of St. Longbow Capital
Andrews
Aridhia | University of Scottish Health http://www.aridhia.com/our-collaborations
Edinburgh and Innovations Ltd
University of
Dundee
Biotronic | Dublin City Longbow Capital http://www.biotronics3d.com/
s 3D University
Calon University of Longbow Capital http://www.caloncardio.com/abouthtis
Cardio | Swansea
Domaine | St George's Longbow Capital http://www.domainex.co.uk/
X University of Prof Laurence Pearl, Chief Scientific Officer atrbainex, is from
London and Sussex University
University of
Manchester
Sky Longbow Capital http://www.skymedtech.com/

Medical




142

Technolo
ay
Orla University of NEL Fund Managers http://www.orlaproteins.com/aband/the-board/
Protein | Newcastle
Technolo
gies
Cellaura | University of Catapult Ventures www.cellaura.com
Nottingham
Critical | University of Catapult Ventures http://www.criticalpharmaceutscabm/about/history
Pharmac | Nottingham
euticals
Haemost | University of Catapult Ventures and http://www.haemostatix.com/aboutus.html
atix Leicester Spark Ventures
Intellige | University of Catapult Ventures and http://www.intelligent-orthopaedics.com/content/abthe-
nt Staffordshire and | Mercia Fund company
Orthopae| Keele University
dics
Lumora | University of Catapult Ventures and Tatehttp://www.lumora.co.uk/about.html

Cambridge

Lyle Ventures
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Monica | University of Catapult Ventures http://www.monicahealthcare.cdovdus/management.php
Healthca | Nottingham Kevin D'Silva, Chairman, is chemical engineer wiiggree from
re University of Leeds
Nanother| University of Catapult Ventures http://www.nanotherics.com/thegany.htm
oS Keele
Probe University of Catapult Ventures http://www.probescientific.commganyinfo/managementteam.aX
Coventry p
Cytox University of Midven http://www.cytoxgroup.com/about-us/
Birmingham
CellCent | University of Midven http://www.cellcentric.com/lead-programmégp
ric Cambridge
Aston Aston university Mercia http://www.astoneyetecm¢o
EyeTech
CYP De Montfort Mercia http://www.cypdesign.co.uk/ X
design University
InoCardi | University of Mercia http://www.inocardia.com/ X
a Coventry
Scancell | University of Oxford Technology http://www.scancell.co.uk/compéngnagement X

Nottingham
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Glysure | University of Bath| Delta Partners and http://www.glysure.com/about/directors-advisors/
Amadeus Capital Partners
Fluidic University of Amadeus Capital Partners  http://www.fluidicanalgteom/company/about-us/
Analytic | Cambridge
S
Xention | University of Seroba Kernel and Omnes http://seroba-kernel.com/xention/
Cambridge and MVM
Horizon | University of MVM http://www.horizondiscovery.com/about-us
Discover | Cambridge
y Group
Vantia University of MVM http://www.vantia.com/index.php
Ltd Southampton

Table 12 List of all USOs contacted in the UK




4.6 Data analysis approach

This section provides a short overview on the cb#lé data and then goes on to explain
how the data was analysed. In total, 24 interviewte CEOs of British and German
USOs were conducted. More than eight hours of vigers were conducted with UK
participants and more than seven hours were coedweith German participants. See

Table 13 below for an overview on key charactersstif all interviewed firms:



Fake name | Year | Gender | CEO The Round | Number of financial | Serial | Prior | Duration of the
of USO of appointment industry | s of backers entrepr | VC interview
(fake first fundin eneur | experi
participant | fundi g ence
name) ng
German participants

Aconite 2014 | M via founder/patentHealthcare| 1 1VvC X 37:08 mm:ss
(Albert) holder
Baptisia 2011 | M via founder/patentHealthcare| 3 1VC,1BA Crowd H. X 34:34 mm:ss
(Brian) holder
Calcarea 2013 | M is founder Healthcare2 1VvC X 32:00 mm:ss
(Charles) -

technolog

y
Digitalis 2012 | M is founder Biotech 2 1VvC 49:32 mm:ss
(David)
Echinacea | 2010 | F via founder Biotech 1 1VvC X 51:43 mm:ss

(Eva)
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Formica 2012 is founder Biotech 1 VC, 1 Foundation 57:16 mm:ss

(Francine)

Gelsemium | 2012 is founder Biotech 1 VC, 1 Foundation 26:01 mm:ss

(Gabriel)

Hamamelis | 2006 is founder Biotech 4 VCs 45:00 mm:ss

(Hadrian)

Indicum 2007 via founder Biotech 3 Public VCs, 3 Prevat 57:46 mm:ss

(Idal) VCs

Juniperus | 2013 met founder via | Healthcare - This participant dic

(James) University not give consent to b
recorded. However, h
permitted notes durin
the interview.

Kreatinin 2014 VCs contacted | Biotech - This participant dic

(Kingsley) him not give consent to b

recorded. However, h
permitted notes durin

the interview.

UK participants
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Lachesis 2006 By shareholders Healthcare 3 2 VCs, 1 gtant, X 22:43 mm:ss
(Luke) public loan
Macrotin - joined as businessHealthcare| 1 1 Private VC, 1 Public 22:43 mm:ss
(Martin) partner VC, University fund
Niacinum 2005 Through investonsHealthcare| 3 2VCs consu 1:10:28 h:mm:ss
(Natalie) ancy

experie

nce
Ocytoxin 2007 By VC Healthcare 4 1 Private VC, 1 Public 38:39 mm:ss
(Oliver) VC, Bas, founder's

capital

Pulsatilla 2009 Colleague of Healthcare, 1 1 BA, public 35:16 mm:ss
(Peter) founder and institution, 1 VC

inventor
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Ruta 2004 Headhunted by | Biotech 1 VC, 1 BA, national 45:55 mm:ss
(Robert) VCs grant, supranational
grant
Sepia 2012 chairman Healthcare 2 VCs, some small 24:54 mm:ss
(Stephen) introduced VC shareholders
founder, who
offered CEO
position
Thuja 2013 the chairman Biotech 1 VC, founder's 24:55 mm:ss
(Thomas) capital, University
fund
Ulmus 2013 VCs 'chased' thenBiotech 4 \VVCs (1 Corporate, 47:10 mm:ss
(Ulfred) others private)
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Valeriana | 2004 approached by | Biotech 4 VCs, 1 PE firm, Worke | 38:32 mm:ss
(Vernon) one of the non- public project funding, d for
Exec directors 20-25 Bas VC-
backed
firm
Whitlavia 2012 via founders Biotech 1VvC 26:04 mm:ss
(Walter)
Xenon 2004/ via VCs Biotech 2VCs X 46:22 mm:ss
(Xavier) 2011
Yage 2001 via VCs Healthcare 2VCs Consul | 44:55 mm:ss
(York) tancy
work
for VC
Zeroxalat | 2013 Biotech - No recording existing.
(Zakaria) The participant

allowed notes during
the interview but did
not give consent to b

recorded.
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Zeroxalat
Duo
(Zakaria)

1997

See above.

Table 13 Characteristics of all data collection pdicipants




As evident from the above table, the average leabty)K interviews was 38 minutes and
the average length of interviews with German pgudicts was 43 minutes. In the UK, 13
participants were interviewed, in Germany 11 pgréiots were interviewed. There is no
particular reason for why those numbers were imt@red in the respective countries
except that those participants were the ones tiraed to participate in the study and
given the small of amount of USOs, funded by VCthim Life Science industries in the
UK and Germany, no constraint was placed on tha daltection to ensure a perfectly
even distribution, since this study is not a quatitie study. The UK firms, on average,
had received two rounds of funding, while the Gerrt5Os had received on average
2.5 rounds of funding. The average year of foundintipe UK firms was 2007, while the

average year of founding for the German USOs wa4& .Zhhis means that at the point of
time of the data collection, the German USOs werawerage four years old while the

UK USOs were seven years old.

The data analysis follows the principles of thei&method (Gioia, Corley and Hamilton,
2013). The Gioia method separates the data anagdisepresentation in two stages. In
the first stage, ‘informant-centric terms and codps18) are used, and the researcher
only reports on what the participants said rathantimposing pre-defined concepts. This
stage explores the participants’ responses andraiesipose any typologies or theories.
The process of exploration follows the principlégmunded theory (Glaser and Strauss,
1967) and a thematic analysis, focusing on theerdrdnd the context in which the
content was mentioned (Joffe and Yardley, 2004Yiriguthis stage, the coding itself is
guided by the desire to answer the research qusstio the second stage, ‘researcher-
centric concepts, themes and dimensions’ are ws®dl thereby information gathered
from the first stage are linked with the secondsta he Gioia method offers a number
of advantages. One is that it can help uncoveepettin raw data that can later be tested
empirically (Williams and Shepherd, 2015). Thieasgth is based on the mixture of an
inductive and deductive approach, hence an abduapproach, that is followed with the
application of the Gioia method (Smets, Jarzabkowsk Burke, 2015). Furthermore,
the Gioia method with its grounded theory approalbbws us to open black boxes of
processes, to find out what is going on on the onievel (Murphy, Klotz and Kreiner,
2017). This is particularly useful in the field\@€ research, where a lot of studies looked
at effects of VCs’ activities in a quantitative g but could not make any statements
on how the process is perceived. While there avargdges to using the Gioia method it
needs to be acknowledged that there are also driembacks. One potential disadvantage
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seen with the Gioia method is that it is too quatitie because it focuses on linear causal
effect and abstract theorizing similar to quantratresearch (Cornelissen, 2017).
Meanwhile the criticism is voiced that the Gioiathw runs danger of taking away two
main values of qualitative research, namely thiekadiption and pattern description that
cannot be measured in quantitative terms (Correlis2017). These criticisms are
repulsed by providing thick descriptions and allegvthe participants’ voice to be heard
in its original wherever possible. Also, a consthatk and forth between the several
coding stages took place, to avoid linear thinkihigo, with the Gioia method a danger
of confirmation bias is seen (Gioia, Corley and Htam, 2013; Murphy, Klotz and
Kreiner, 2017), when knowing the literature toanmdtely. Therefore, the researcher did
not look at the literature or used a theoreticahfework during the stage of developing

first-order codes (Locke, 2001) and only brouglm iivhen analysing™ order codes.

The analysis started by reading through the ppgitdis’ comments and identifying which
responses answered the research questions. Tlkeresiponses were coded into nodes
by using the analysis tool Nvivo (version 10). lsvchosen for its variety of analysis
tools, widespread use among qualitative researchatsthe opportunity to use coding
and nodes to work with the data. Nvivo also alleavgo one level up and visualize data
in several forms such as word clouds, charts oricest(QSR International, 2014), which
help to identify patterns. The created nodes werasited several times to identify
overlaps between previously created nodes anddidelehether these nodes could be
combined in groups (Shepherd and Williams, 2014)s Blso involved forming sub-
groups in the data to identify patterns. The data layered and separated into nationality,
hence whether USOs were from the UK or Germanyelsas whether more or fewer
than the average rounds of funding took place, ndrdhe participant was male or female,
whether the CEO was the founder or a surrogatee@mneur, whether the USO was
funded by more than one VC or not, and whetheratrtine CEO had prior business
experience. This process generated first-orderscdecke, 2001).

Following this, subtheoretical, theoretical and regate theoretical dimensions (axial
coding) (Locke, 2001) took place, to see whetherelwere overlaps with previously
identified frameworks or whether patterns had emérfjom the raw data that would
warrant further empirical research. This process lmano means linear but iterative and
involved a constant back and forth between thedata, the first-order codes and second
order codes to the aggregated dimensions (Pa¥¥gliams and Shepherd, 2014). After
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the completion of axial coding and identificatiohaggregate theoretical dimensions,
which are presented in the form of themes in tHeviang chapter, a one-page executive
summary of the findings was sent to the study p@dnts, with an invitation to provide
feedback on the findings. In total, the analyseste three key themes. The analysis for
each section in the three themes is visualisethenfdrm of the data structure (Gioia,
Corley and Hamilton, 2013) below (see Figure 1fuFe 12; Figure 13 and Figure 14).
One visualisation of the data structure focusesxamples of value-adding codes, one
on examples of coding for the “honeymoon” vs “laiegm relationship” patterns, one on
rounds of funding as a cognitive roadmap and oneawrflicts in multi-party scenarios
and the applicability of social dilemma theory. Tdrealysis path from the raw data via
several iterations to first-order codes to subtbgcal, theoretical and aggregate

theoretical dimensions via various iterations israplarily provided.



Comments in the raw data First nodes Grouped 2"d order codes: Aggregated
first-order Subtheoretical, dimensions
codes theoretical

nodes

“So helping to build that company from the boaravapds, Building the| 7] | Business Operational Value-

or board downwards rather, has been | company development value-adding adding

“venture groups have really been helpful in terrnsulding activity (as activities by

the company defined by Large VCs

“they brought some, particularly at the later stagigger Commercial and Muegge

businesses brought them wisdom to the commercial | wisdom 2008)

discussions that we had at Board and they weresgaclion __,

growing the busines

“And they did help us a little bit with things likeusiness Business

development and so fort — developmer | —

“generally it's easier to find another investor whgou’'ve Confidence | 7 | Confidence Legitimation (as

got two very supportive investors already in thete’'ve | —»| for other for other defined by Large

already said they’ll put money in. So the thirdestor or investors investors and Muegge

fourth investor is actually not that difficult whgou’ve got 2008)

cornerstone investments in from the existing inmest

because they're feeling much more comfortable’

“The idea of trying to do it only with private ins®rs would — | Crowd -

be difficult, | think, because one of the thingatthappens is effect

that those private investors defer to, for instaribe due

diligence and legal progress of the institutionsh&ving the

VCs on board or the institutions makes all the the

investment from private individuals just that biaseer
because there’'s a sort of crowd mentality of, wiedl big
institution’s invested that must be safe for

—

Figure 11 Visualisation of the application of the Gia method on value-adding activities




156

Comments in the raw data First nodes Grouped 2nd order Aggregated
first- codes: dimensions
order Subtheoretical,
codes theoretical

nodes

“there was an acquisition, in terms of investmemids, made by—>| Conflict — | Multi- Multi-party = | Refinement

[VC], and that led to some organisational changeké company, between VC, party conflict instead of conflict

internally. And that created quite a bit of tensitsam their side of VC managelr conflict of dyad resolution

the table, inwardly, as well as with us. Becauseas unclear...we and CEO relationships framework
were going through the [...] drawdowns of the investin and it (did not fit in (Zou et al.

was relatively unclear how we were going to achithat in this previous 2016)

new company format, and they didn't know that eitl frameworks)

“Yeah management was keen to continue to grow tissnbss ang—>| Conflict AND

| think it was [VC] that health care seeking thelwes, would've between VC

liked to have grown a bit further but they wereniggiold by [VC HQ, VC and Applicability

HQ] that they had to exit the business, exit aflitthealth care CEO of social

investment: — dilemma

“there’s always a challenge trying to align intéyespecially when—| Consensus; |— | Multi- Cooperation (as theory

you've got a very diverse shareholder base andeatignterest with Different party defined by Zou

the management and employees of the company alatig an views from conflict et al, 2016)

diverse shareholder base, [but we] worked throhgl to build a different resolution

consensus for what the company should be focusedndnthe stakeholders; AND

direction we should be going

“So, the founders want a quick exit; don’t realye what happen
so long as it’s a quick exit; current investors teaneasonably neg
to the exit without very much more dilution but wahto be
reasonably sized and | want to build a big busifiedsSo you've

got three completely different strategic horizond §ou just have

s—>

to be honest about that and find a compron

Compromise
three
different
views

—

Dyadic logic no
longer
applicable (e.g
prisoner’s
dilemma)

-

Figure 12 Visualisation of the application of the @®ia method on conflict scenarios and applicabilityof social dilemma theory




157

Comments in the raw data First nodes Grouped 2d order codes: Aggregated
first-order Subtheoretical, dimensions
codes theoretical nodes

“initially it probably started off very—> | Positive perception gf- | Dynamic “Honeymoon™- “Honeymoon”

enthusiastic with the relationship” relationship at start perception phase (self; vs “Long-term

AND of created word relationship”
UK patrticipan relationship since no pattern in

“I think quite quickly it actually really fell very) — | More negativeg [ |over time theory/framework perception of

very badly and then we changed the person who | perception of with  more in the literature relationship

we were interacting with because it was really | relationship in positive applied) over early

was...never on the same page” comparison to after start perception days of
AND _] | at beginning relationship
UK patrticipan

The participant got in touch with one of the— | Negative perception of— | Dynamic “Long-term

coaches that are advertised on the VC’s website, | relationship at start perception relationship”-

to prepare the application for funding from the AND of phase (self

VC. The work with the coach however, turned German participant relationship created word

out to be “problematic” and it resulted in the over time since no

participant “losing an entire yea with  more theory/framework

The VC helped the patrticipant to replace the» | More positive negative in the literature

coach and then received funding from the YC. perception of perception applied)

When asked about the strongest support he had | relationship in at beginning

received, the participant said that without
money in round A, there would have been
business and that the strongest help
therefore the financial support at the beginn
after the problematic coach was repla

the
no
was

ing

comparison to after stal
AND
German participant

rt

—

Figure 13 Visualisation of application of the Gioiamethod on relationship over time
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Comments in the raw data First nodes Grouped 2nd order Aggregated
first-order codes: dimensions
codes Subtheoretical,

theoretical
nodes

In response to a question about the relationshgy ov—= | Timeline ) Rounds of No use for Rounds  of

time, the respondent said: “Yeah that's an eiglatrye thinking funding as standard clock funding as

timeline. We have been successfully funded upiw|t cognitive time (Mitchell timeline
point from venture capitalists and other corporated roadmap and James, approach for
angel investors for 2001) on its participants

“The company had received funding from the very*» | Rounds of relationship own

beginning and that was what, it must've been 2004 | funding over time AND

think it was [...] So it would be 2004 was the kidft. G equal Rounds of

Then it sort of went down. Then | joined in aboQ02Z, relationship funding as

| think it was. And we managed to get that grant cognitive

funding.” roadmaps

“[...] I mean the other time when you tend to get enor—» | Critical

involved is obviously fundraising, so we did a het moments

fundraising which closed in April of last year ane around

actually engaged [VC] to work on that rea funding

“So it becomes a little bit more complicated beeaus— | Funding as

obviously what I've just described was new money roadmap for

coming on so we had a further investor came ondyoar relationship

you've probably accessed this information anyway if

you looked at our accounts, a company called [VC2],

they came on board in April last year. So from them

being on board you can kind of ask, you can ask the

guestion of both communitie:

—

Figure 14 Visualisation of the Gioia method on funohg rounds as timeline approach



To ensure anonymity to the research participamnstyeidentifying reference, such as
firm names, VC names and references to individwal® deleted in the raw data for this
thesis. Instead, as can be seen in Table 13, ipartis were given fake names to make
the data more tangible and ease distinguishingdheus participants’ accounts and their
USOs. This anonymization meets the legal and dtbiimyation the researcher has to the
study participants, who were asked to sign a cdrfsem (see appendix 9.3) prior to the
research, promising confidential treatment of thesponses. The participants were
reassured that their comments will be treated denfially and that it will not be possible
to be identified in the final document or any paation arising out of the research. The
analysis of the German interview data took plactherGerman texts, since the researcher
Is a German native speaker. For the findings cinaghte transcripts were translated into
English. Throughout the analysis of the data a datdysis journal was maintained to
document questions and ideas to follow up durirgahalysis, to write up preliminary
analysis results, and to go back to previous naddshemes during the axial coding. In
the findings and discussion chapter several figanestables are included to visualise the

results. Now follows the chapter presenting thdifigs based on the outlined analysis.
5 Findings

Based on the data analysis approach as explaintie iprevious chapter, this chapter
presents the findings as three key themes. Theseethfocus on the impact of time on
perceptions of the relationship with VCs, dual amdlti-party conflicts and resolution
strategies, and perceptions of value-adding a&svit

5.1 Theme one: Impact of time on perceptions of the rationship

In this theme data is analysed in respect to tiheep&ion of the relationship over time,
which show some differences between the perceptbtige British participants and the
German participants. In addition, it is found tlsaveral participants preferred to talk
about the relationship over time by using fundirsgnaoments which allow them to

structure their thoughts.
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Overall, it seems that British participants had arenpositive perception of their
relationship with their VCs at the beginning of thelationship, while German
participants frequently had a less positive peroeptf their relationship with their VCs
at the beginning which became more positive oveetiThe numerous reasons for this
observation are explored, guided by the literatlire pattern for the British participants
is therefore termed “honeymoon-phase” while then@ar participants’ pattern might be
best described as “long-term relationship”. Folldwey that, the comments by the

participants that used rounds of funding as theieline approach are presented.

5.1.1 The “honeymoon” phase

Natalie from Niacinum, when talking about the emtielationship over time in a very

condensed form, said:

“I think initially it probably started off very ehtsiastic with the relationship so |
would say so probably here but | think quite quycitlactually really fell very,
very badly and then we changed the person who we wieracting with because

it was really was...never on the same page.”

It seems that Natalie had a difficult relationshiph the VC on a personal level which
apparently never improved to an extent that it woohve been a functioning work-
relationship, otherwise she would not have feltribed to replace the person. This quote
resonates with Pina-Stranger and Lazega (2011infinthat personal ties between VCs
and biotech entrepreneurs improve and facilitateuaidearning and value-adding, which
apparently did not take place in this context. App#y, one sub-theme in the broader
theme of the “honeymoon” pattern are personal trdsich can cause a dip in the
relationship over time. Furthermore, this recoltattof a conflict seems to fit with the
findings of Berg-Utby, ®rheim and Widding (2007) who showed that the exaiewnis

of portfolio firms vary with the stage the firmirs What is surprising and novel is that it
appears as if the relationship was perceived mos#ipely at the beginning than at a

later point of time.

Peter from Pulsatilla said that the relationshighvihe VC during the period of initial
negotiations was “very good”, and a “keen”-nessook with each other existed. He said:
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“We pitched to [VC] and they had cash and at tlwatp this is end of 2008, they
were very keen to work with us and the relationstag very good. That's because
they had a timeline on investing their fund, and Faled to find enough Life

Science companies to do so. So they were keenvastinn somebody and we
were very keen to take their money. So our relatignwas therefore pretty good

at that point when we were only talking about it.”

However, shortly after that positive perceptiontloé relationship, Peter said that the
terms and conditions of the actual funding were@ged as ‘onerous’ and therefore the
relationship turned ‘a bit more stressed’, indiegtihat the perception of the relationship
was more positive at the beginning of the relatigmsn comparison to what followed.
He said:

“As, of course, we got nearer the investment in2@dich eventually happened
towards the end of 2009 | would say the relationgjot a little more stressed,
literally as each set of new terms that came fr@][became a little more
onerous and | think as the board worked out tr@hfwhat looked like a very
positive, simple decision was turned into a relticomplicated one with [VC]
wanting, as we would say in English, wanting tlvaike and to eat it, in that they
clearly wanted more rights than the other sharadis]Jdsomething which is [sic]

not, over the years sat well with other sharehaslder

This recollection of the relationship over time Bgter resonates with the findings of
Zambelli (2014) who mentioned that the content ohding contracts are non-
standardised, need to be negotiated and can stragtationship. It also fits with what
Wright and Lockett (2003) found, that contractuahagements in combination with trust
are important for the relationship. In this casappears as if the level of trust in the VC
was lower at the later point of time since theytsthto renegotiate the details at a later
point of time. In addition, it seems as if anothegison for the dip in the quality of the
relationship is that the behaviour of the one V@ wot sit well with the other parties
involved. A similar reason for a less positive ggtton of the relationship could also be
noted with the USO Sepia. Stephen from Sepia meedionumerous value-adding
activities by the VC that was onboard in the fp&ice, however, mentioned that after

some time a further investor entered the firm, Wwhtten led to a dip in the relationship.
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According to Stephen, the VC should have introduteel management to further
potential fund providers, which in the end it didtn He called this incident

‘disappointing’. In his own words:

“‘R:  So it becomes a little bit more complicated dese obviously what I've
just described was new money coming on so we Hadfzer investor came on
board; you've probably accessed this informatiopway if you looked at our
accounts, a company called [VCZ2], they came ondweApril last year. So from
them being on board you can kind of ask, you cdnths question of both
communities. | would say [VC1] have kind of broaétylowed through on what
they'd said they'd do which is good. I think [VC4&¢ld their benefit, [VC2] sold
their benefits as a shareholder in terms of bemgknow open doors to further
investors because we will be doing that as funoirgiat some point this year.
They haven't delivered on that, they've actuallyded to say well get [VC1] to
introduce you to more people who would invest in ydhich you know might be

true but wasn’t quite what we’d understood mighggen. [...]

It appears that one sub-theme within the broademéhof a “honeymoon” pattern is a
less positive relationship because of the entrahemother party. This is a novel aspect
that so far was only mentioned in theoretical tebyn8Vright and Lockett (2003) and will
be picked up on later in this chapter (see se&iarl) and be discussed in more detail in
the discussion chapter. Furthermore, it is intergdb see that once again the relationship
started positive and turned less positive lateedmding that could not be found in other

studies and will be discussed in detail in theuison chapter too.

Vernon from Valeriana also reports of a less pwesitielationship as time went on,

however for a very different reason. He said:

“‘R:  Since I've been here in 2008, | think it's besvery positive relationship.
They have been very supportive of the businessey &re fairly small funds
though, so an issue for us has been that the corispgrown, we've really
outgrown our VC investors. The other issue, | aiggp with the VC investors is
the nature of the funds, they're closed fundshso investment and exit horizons
are fairly short for biotechnology.”
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It seems the issue Vernon has, lies with the sizeeoVVC fund, which seems unfit to
keep up with the particularly long development methe Life Science industry and the
huge amounts of capital required (Association ef British Pharmaceutical Industry,
2012). This need for a fit with the investor to @mesa shared understanding of the industry
resonates with other studies (Timmons and Bygra986; Shepherd and Zacharakis,
2001). Also, Vernon from Valeriana is not the oohge reporting on such an issue. Xavier
from Xenon also mentioned a positive relationshipha beginning of the firm, which

was later put under pressure because of the limiedof the VC. Xavier said:

“‘R:  [...] So I successfully raised venture fundingrfr a small UK firm called
[VC1], largely based on the relationships that dl lnath the principal who was
involved at [VC1] and we were then able to fundhhsiness; moved it out of the
University setting; get our initial sales in the |JEurope and go to the US to start
commercialising there. So at that point the refegiop with venture capital was

very positive.”

Then, Xavier went on to report that he had to $tmeca deal differently, which ‘imposed

quite a few constraints’. He said:

“[...]in 2007/8, on the basis of commercial succesthe US, it was clear to me
that the business had the opportunity of raisiigtaf money and becoming
significantly more successful commercially but arfethe funds that we had
involved in the business was out of money, so we teastructure a funding
arrangement which they could tolerate. So thaosep quite a few constraints

on the nature of the deal that we could do”

Based on this recollection of the interaction viite VC as well as the one of Valeriana,
it seems suitable to introduce a sub-theme ternoed-grown” to the “honeymoon”

pattern. While the reason for the dip in the relaghip may differ though, it is interesting
to see that the overall pattern of a more pospeeeption of the relationship with VCs
in comparison to later on in time seems to be ofadde. This novel finding of a pattern

of a honeymoon phase will be discussed in mordldetdne discussion chapter.
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5.1.2 The “long-term relationship”

Contrary to the “honeymoon” pattern, several pgréiots of the German dataset made
remarks indicating that their perception of thatiehship with the VCs was less positive
at the beginning of the relationship than later Doe to the opposite character of this
pattern, it was termed “long-term relationship” tpat. Data indicating this trend is

discussed in the following.

Albert from Aconite said that the relationship wilte risk capital provider ‘worked well’

but also stated:

“If you now ask me for problems we encountered lith risk capital provider,
they were only concerning the contracts. [...] thstfpoint always is that you
have to coordinate the documents in the due ditiggase and you have to agree

on them”

Albert mentioned that the due diligence phase wss positive than the experience and
work relationship with the VC later on. Similar Reter at Pulsatilla of the British
participants, this recollection of the relationstiper time fits with the findings of
Zambelli (2014), that contracts and their negmratan strain a relationship. It also fits
with Wright and Lockett's (2003) findings that c@uts in combination with trust are
important for the relationship. What is differenbtigh is that for Albert the relationship
improved after this initial stage of due diligenBather than “poisoning” the relationship
that followed, Albert apparently, as soon as tlagetof the contract negotiation was
overcome, had a more positive relationship. Afteat,t everything “worked well” for
Albert. This is a surprising finding, especiallytive light of the pattern of a “honeymoon”
phase as the case for several British particip&#asons for the difference between the
German and the British dataset will be explainethennext section, and the novelty of a
trend where a relationship starts on less posiéuas than it is later, is discussed in the
discussion chapter.

Another example for this perception of an improvietationship is David at Digitalis,
who said that prior to being funded by the VC, beig touch with one of the coaches
that are advertised on the VC’s website, to preffaeapplication for funding from the
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VC. However, the work with the coach turned oub&o“problematic” and it resulted in
David “losing an entire year”. After that, Davidd#he VC helped him replace the coach
and that he then received funding from the VC, Wwhas he said significantly moved
things forward and helped the firm Digitalis, espg since Digitalis then received
funding, which David perceived to be the key inpithout which there would not have
been a firm, as he recalled. It seems that Davidepeed the first period of interactions
with the VC as fairly negative and his perceptiolyamproved after the coach was
replaced. It appears that a finding from anothedyton the greater need for personal
discussions in the early stages of a venture (FymhForman, 2001) can be seen in this
case too. A coach was needed to advise the entepren how to move things forward.
It is also interesting to see that when being asMsalit the relationship with the VC,
David made the mental link to the coach who thedntyy brokered but did not have on
their payroll. On the one hand this shows how bgmkgences with partners of the VC
lead to bad reputation for the VC itself but itaaggovides an example for a case in which
a bad experience with the VC does not necessadlye an adverse effect on the
willingness to get into business with the VC. Tihierefore stands against the findings by
Drover and Fassin (2013), who found behaviour ofsMG significantly influence
entrepreneurs’ willingness to partner. Interesgintiis is another case of a perception of
relationship with a VC that started on a less pasitone and turned positive later on.

This is so far novel to the literature and willdiscussed in more detail in the discussion.

Yet another example is Francine from Formica witalied that the time prior to signing
the contracts was “relatively uncomplicated” howewas not too enthusiastic about the
VC at that time and made no further positive comim@nrespect to that point of time,
while when asked about a later point of time, ngmké beginning of the firm, she
stressed that the VC firm was a “very big helpthe beginning, since Francine did not
have any prior business experience. According éméine, the VC firm helped in two
distinct ways, it helped to outsource the contnglland it supported the management,
who perceived themselves as ‘beginners’ in negogatith potential customers. It seems
this resonates with the finding that VCs add vdlyegiving advice on organisational
issues (Maula, Autio and Murray, 2005) and operatim general (Large and Muegge,
2008). This case also resonates strongly withititerigs by Gomez-Mejia, Balkin and
Welbourne (1990) who found that, in the early stag€s spend more time on their
portfolio firms and on areas in which the currerdmagement team is not competent.

Meanwhile, Formica’s experience does not seemttwvedi with the findings made by
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Flynn and Forman (2001), who said that early stages have a greater need for the
negotiation of legal and governmental issues. Bigt ¢ase of Formica also allows the
observation that for Formica the most appreciatdderadding activity took place at the
beginning of the lifespan of the firm however atteg initial contact with the VC during

which the contractual arrangements were made. dinsethat the perception of the
relationship therefore turned more positive to thier point, supporting the idea of a
“long-term relationship” perception. This novelding will be discussed in detail in the

discussion chapter.

In respect to a “long-term relationship” patterrthwihe VC, Gabriel from Gelsemium
also said that the relationship had always beew genstructive, and that he had not
experienced any lows. Gabriel also considered tGemanager, who was assigned to
Gelsemium, as someone who cared intensively albeuffitm. In another comment,
Gabriel however said that prior to a second rourfdrading, the relationship intensified
and the VC firm took even more care of the portfdirm, to ensure it could secure its
follow-on funding. This seems to fit well with thelue-adding activity “outreach” as
defined by Large and Muegge (2008), namely to wiasland to ensure financial backing
(Berg-Utby, $Hrheim and Widding, 2007). While it seems that te&ationship has
always been perceived as positive, the perceptasiaven more positive at a later point
of time, leading to the assumption that the refesiop over time moved in an upward
fashion, providing support to the long-term relasbip pattern. It can also be observed
that the most intense moment in respect to valdedddccurred around a round of
funding, which is a surprising finding that couldtrbe made in the literature yet.
Interestingly, rounds of funding as a cognitivechmap also seem to be of importance to
the participants, which is a thought explored i rilext but one section. The next section
focuses on reasons that could explain the diffgyerteptions of the “honeymoon pattern”
for British participants and the “long-term relatghip” pattern for the German

participants.

5.1.3 Contextual differences between Germany and the UK

As could be observed from the discussed data ipréh@ous two sections, several British
participants had a more positive perception ofrtteationship with VCs at the beginning

of the interaction with VCs in comparison to lapsints of time. Interestingly, several
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German participants had a less positive percemidhe relationship in comparison to

later on.

One factor that could explain this difference is thfferent size of the funding budgets
for the German and British USOs. As outlined in thapter “3 Empirical context”

funding is more concentrated in the UK and in gahtre sums obtained by the British
USOs are larger than that of their German counterp&everal of the German
participants were funded by the High-Tech Grindsif) a big, well-established VC in
Germany, which only issues first rounds of fundafighe size of half a million €. Hence
it could be that British USOs have more of a finahimterest in engaging with VCs and
the money makes up a bigger part of what they &eekne participant said: “At the end
of the day what you want from VCs is money.”) whderman USOs are generally more
interested in and keen on non-financial value-agldiativities, knowing the financial

injections will be small at first.

Another factor that could explain this differendgerceptions could be that -as outlined
in the chapter “3 Empirical context’- the UK is s&ified as a radical innovation country
while Germany is a country classified to be suftadincremental innovation (Hall and

Soskice, 2001). Maybe, due to the high degreeeadiapsation in British USOs, VCs can

add less value to the USOs except financial inpdttherefore every other activity except
funding is perceived as intrusion by the Britishtiggpants. Meanwhile, since the degree
of innovation is lower in the case of the GermarQdSVCs might be able to get involved
more actively and provide more appreciated inpahce leading to a generally more

positive perception of a relationship.

5.1.4 Rounds of funding as timeline approach

Apart from the comments in the previous sectiondiciating that the relationship with
VCs is perceived differently at different timeseté were also a number of comments
from participants which indicate that the particifsaprefer to think in terms of rounds of
funding instead of years or months, when askedtaheuelationship “over time”. In the
following, a number of comments by participants aresented, all answering the
interview question on whether the participant cdall through the ups and downs of the
relationship over time, imagining a blank timelimestead of replying with comments
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that were structured in time units such as yearanths, the participants used funding
as their cognitive roadmap. It seems as if fundinglways at the back or front of the
participants’ heads and obtaining continuous fug&insures survival of the USO, hence
being of such importance. But using rounds of fugdis a timeline approach might also
mean that every action or interaction is subor@ittad obtaining and securing funding
and while time continuously progresses, funds cmwatiisly run out until a new round of

funding is secured and “time is bought”.

Robert from Ruta when asked about the relationstgp time replied:

“R: The company had received funding from the Vieeginning and that was
what, it must've been 2004 | think it was [...] Sambuld be 2004 was the kick
off. Then it sort of went down. Then I joined incaib 2007, | think it was. And
we managed to get that grant funding. Then waalde loan notes in about 2009.
We got more, did another one [VC fund raising] 012, another on in 13, yeah
that’s right. And then we did a big fund raisimg2014 and there will be a second
one in 2015. It will be something like that.”

While Robert mentioned the points of time at whiahding was obtained, the entire
focus of talking about the relationship was onfficial input from the VCs. Based in this,

it is assumed that Robert used the rounds of fundsa cognitive roadmap to structure
his thoughts.

In the same way, York from Yage, when asked to imathe blank timeline, replied:

“R:  Yeah, so the first funding event in 2001 wasesdially a guy trying to put
money into the business to allow it to develop tetbgy to the point where it
could be simply marketed and commercialised. ta 2002, the company tried

to raise further capital to allow it to do that aoercialisation process.”

Once again, York referred to moments at which fogdarrived and used these to
structure his response to the interview questioappears as if the rounds of funding are

the time construct on which the participants relyaply.
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Brian from Baptisia, when asked about the blanleline, replied that first he received
half a million and a year later received anothemnof funding from the same investor,
over another million. He then went on to refer tow in the relationship and to situate
the moment in the story said that it was “around third round of funding”, not
mentioning a year altogether. Brian also used rewfidunding to structure the story of
Baptisia over time. David from Digitalis replied tiee question about the blank timeline
that he could not talk about lows in the relatiopsdnd immediately followed by that
started to talk about the first round of funding Bigitalis and how the investor helped
to secure the second round of investment, alscef@tring to years but instead to rounds
of funding. Only once did David refer to a yearwlewer mentioned in a side comment
that he was not too sure about the year, whileexpressing any doubts about the
accuracy of the statement that a third round adiifugpwas about to happen. This indicates
that David also preferred to use rounds of fundis@ timeline approach and that time is
only second to rounds of funding. Finally, Frandirem Formica, when asked about the
blank timeline and how Formica’s relationship witle VC developed, replied that the
firm has had two rounds of funding and that a wasgk a third round of funding had been
secured. While Francine did not mention any yeanonth, the rounds of funding along

with the sums were elaborated on by her.

These comments indicate that some participants s@pnefer to talk about relationships
over time with VCs in reference to rounds of furgdiand it appears that this is the
cognitive structure the participants prefer ovandard clock time, to situate events of
their relationships over time in the overall stowhile this finding resonates with the
finding by Vohora, Wright and Lockett (2004) thaBOs go through certain stages it
does not fit with their finding that these stages@on-linear. Instead, this novel finding
seems to be reflected in the discussion of prabessy for studies on USOs as discussed
by Rasmussen (2011) who argues that life cycleestafja USO are structured by certain

events. The data of this study indicates that rewidunding might be those events.

5.1.5 Summary

This theme presented the findings that British ipigdnts seem to perceive their
relationships with VCs as more positive at the Jaginning, while German participants
seem to have a less positive perception of theip®@ners in the beginning and warmed
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up to their partners at a slightly later pointiofe. These comments in the data led to the
conclusion that there is some indication in thedat a certain pattern which could be
described as a “honeymoon” pattern for the Britpsrticipants and a “long-term
relationship” pattern for the German participaktstthermore, some comments indicate
that some participants seem to prefer to talk athait firm’s relationships over time by

using rounds of funding as units of time insteachohths or years of the calendar year.

While these findings generally align with the fings made by Berg-Utby,@rheim and
Erikson (2007) that the expectations and perceptiohVVCs vary over time, these
findings can actually offer some preliminary indiglcertain pattern which appears to be
dependent on national contexts. In addition, &isnteresting finding both content-wise
as well as methodologically, that the participaptsfer to use rounds of funding as
timelines since it offers insights in their priced, the hierarchical order of such and a
potential avenue for future enquiries that try $peak the language of the participants”.

These novel findings will be discussed in more illetahe discussion chapter.

5.2 Theme two: Dual and multi-party conflicts and resoltion

strategies

This second theme presents the findings made peceso how participants perceived
conflicts with their VCs in respect to the confiictnature, conflicts’ dimensions,
constellations and how conflicts were resolved. fiits¢ section shows that the majority
of conflicts perceived by the participants appearrnvolve more than two parties.
Followed by that, participants’ accounts that ssg@enflicts occur on a cognitive and
affective level are presented. Third, the findimgsespect to dimensions of the conflicts
are shown and finally, participants’ perceptionshaf conflict resolutions are presented.
Throughout this theme several references are nuatie tvarious perceptions of conflict
cases as retold by the participants. To providearview over the conflicts that are
discussed in detail in this section and to giveatsoverview on the conflicts that are not
discussed in the analysis but formed part of the,datable is provided below (see Table
14). In the table, the conflicts are categorisetheynumber of parties involved (dyads or
multi-party scenarios) and whether the conflict badn solved at the point of time of the

data collection or was still ongoing. The confliet® numbered since some participants
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reported on several different conflicts and onlyntianing their name and USO would

have led to confusion when presenting and discggbiir perceptions in the following.



14

L

Conflicts with two conflict | Conflicts with multiple conflict parties
parties
uSo Conflic | Resoluti | USO Conflict topic Resolution
experienc | t topic | on experienci
ing the ng the
conflict conflict
(conflict (conflict
ID) ID)
Conflicts | USO Whethe | VCs uUSso One VC pressed for exit The CEO 'beat them dowmn tve'
with Aconite r followed | Pulsatilla and the VCs ignored their exit deadling
a (#14) milesto | CEO’s (#12)
resolution ne argumeny] USO Ruta | Lack of confidence in performance One investor got diluted out, the other
require | ation (#10) and bootstrapping took over much equity
ments USO Ruta | Additional funding Consensus
are (#4)
fulfilled
uSo Projecti | Numbers| USO Sepia One VC did not deliver on promise 'Disappointed’ with the one VC, now
Echinaceal ons of| were (#9) to help with fundraising work through the other VC
(#16) approvedl
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future uUSso Strategic direction Consensus
profit Valeriana
(#3)
uSo Conflict over organisational chang VC gave backiagause it was in his
_ Whitlavia interest
uso Conflict | Set  the
- (#1)
Baptisia | over VC a
. uSo Acquisition of funds by one VC VC manager sortdadgls out with VC on
(#15) VvC deadline
_ Whitlavia behalf of CEO
funding
#2
for #2) - :
ound C USO Yage | Fear of dilution Compromise
(#5)
USO Yage | Rejection to cooperate Avoiding other VCs
(#6)
USO Yage | The VC’s HQ pressed for an exit The VC exited
(#13)
UuSo In one instance, a conflict between Being less of a sensitive issue for the
Echinacea | the CEOs occurred and in anothern VC, the VC solved the problems for th
(#18) instance one CEO wanted to CEO

renegotiate his compensation

(D
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uUSsoO Projections of future profit; CEOs | An external, independent board |of
Indicum feel pressure to project giant profitsadvisors was formed, approving the
(#19) while an obligation for realistic figures
reporting exists
uSo A management conflict, the VC®ne VC exited, and for the remaining, a
Hamamelis| split into two groups supporting thenew contract was set up and signed
(#21) CEOs, leading to deadlock and| a
missed milestone as a ripple effect
Ongoing | USO VvC Ongoing | USO VCs’' and investors’ differing risk -
conflicts/ | Indicum | exercise Pulsatilla | adversity
No (#17) s (#11)
resolution pressure uSso Varying degrees of input/impact orrinancial and influential dilution
applicable to exit Lachesis | company direction
(#7)
USO Yage | Timing of exit Ongoing/Open conversation suggested
(#8)
uUSso Statements on valuation of the firmp,Ongoing
Indicum while having heterogeneous VC

(#20)

base
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uso
Indicum
(#22)

The VC manager do not wantto b
held accountable for management

decisions and therefore remain sil

2 0Ongoing

2Nt

Table 14 Overview on conflict scenarios in the data




5.2.1 Dual and multi-party conflicts

The first finding made in the data is that, whikeveral participants retold conflicts
involving two parties only, the majority of the fiaipants mentioned in various ways
that their conflicts involved more than two partieence being a multi-party conflict.
The CEOs of the USOs Aconite, Echinacea, Baptiséhladicum were the only ones
identified in the data to give accounts of conflittiat appear to have occurred in a dyad.
In the case of Albert from Aconite a conflict oced over a milestone. The VC and the
CEO disagreed whether the requirements had begihetul Albert did not go into too
much detail in respect to the specific topic ttet YC and him disagreed over, but he
said that the conflict was related to a topic thas not as straight forward as quantitative
data which could be measured very straight-forwar@ihe conflict hence occurred in
between the CEO and the VC. Similarly, Brian froapBsia mentioned he had a conflict
with a VC over follow-on funding. Brian was annoyeih the fact that the VC did not
make up his mind on whether or not to continuautaifthe firm in a round C, but rather
requested more and more detailed information tl@MC did not request prior to round
A or B. This conflict also occurred in a dyad magbeof the VC and Brian, the CEO. As
a last example, Eva from Echinacea complainedstmrathad set up a business plan, and
when she reached the goals set in her businessh#arnvestor ‘accused’ her of not
planning aggressively enough, which she considardie demotivating. She said that
she did not feel comfortable with projecting massiumbers even though they were
unrealistic and could not be fulfilled. This dyadienflict also occurred in between the
CEO and the VC. This finding resonates with sevetadies in the field of VC literature
such as the studies by Cable and Shane (1997)ldbeg@nd Sapienza (2001) and Fassin
and Drover (2015) who looked at VC-CEO interactioom different lenses but all

focused on a dyad made up of one VC and one CEO.

However, the majority of the conflicts the parteips perceived seem to occur in

scenarios involving several parties. As Peter fRutsatilla said:

“‘R: ...I'think the nub of this thing always in a sinedmpany like ours is not
so much the relationship between the company thai®0 name], or perhaps
myself and [name], the sort of full-time executivaex the VC, the difficult bit

and the real... the strategy bit to the relationshipetween the VC and other
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investors. That is the bit that actually makedifficult to deal with. If the VC

were on its own difficult to deal with, myself anty colleagues would deal with
that, we'd work in such a way that we kept on téphat. What's difficult to do

Is when it's a sort of three way split and we havaightly strained relationship
with the VC, but then that VC at board meetings &asrange relationship with
other investor groups. Usually that’s to do whik fact that their expectations or
objectives are misaligned. That's where the dilficcomes, once it's a triangle,

not when it's one to one.”

This issue of misaligned interests within sevegatips is also echoed by Vernon from

Valeriana who said:

“‘R: [...] I think there’s always a challenge trying &lign interest, especially
when you've got a very diverse shareholder baseatigded interest with the
management and employees of the company alonguwlitrerse shareholder base,
so, you know, we've certainly had disagreements wivestors about which
direction to go, what to focus on but | think wewerked through that to build a
consensus for what the company should be focusadathe direction we should
be going. It's clearly some of the Venture Cagiahpanies, actually all of them,
you know, are looking after their own interests arht they care about is return
on for their funds, not necessarily what'’s in tlestinterest of the company”

Unlike Vernon, the CEO of Valeriana, who apparemtkperienced a conflict during a
time he was being funded by several VCs, Robemfiize USO Ruta also told about a
conflict that occurred when trying to bring anotherestor on board of the firm. He said:

“particularly for us; we've got quite a wide shaoéder base. Our existing
shareholders will say, “I'm not taking that” anayhcould stop the deal. And we
will have to go to our investors if we wanted tow@abring a new one in and say,
“Look are you prepared to give away this much ggitAnd for us, if you were

starting off, it wouldn’t really matter so much,thue’re not, we’re an established

company with an established shareholder base. thaidbecomes a problem.”
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Furthermore, it appears that conflicts do not drdye to stem from misaligned interests
between different investor groups but can alsolrésam or be made more complex by

the CEO having yet another view on the issue. Ak Ymm the USO Yage said:

R: “So, the founders want a quick exit; don’t reaare what happens so long as
it's a quick exit; current investors want a reasopaear to the exit without very
much more dilution but want it to be reasonablediand | want to build a big
business, take on board $30 or 40 million wortbagital and run this business in
2020; be commercial and grow a very large busitiessmight have a very big
exit at the end. So you've got three completelyedént strategic horizons and
you just have to be honest about that and findnapcomise that you can then all
live with because that is the basis of how you govérd and often those
objectives aren’t vocalised and if they're not v@sd, then you end up with
people misinterpreting behaviour because peoplektkiey’re aligned when
they’re not. So, that's really the secret to gese things out on the table and talk

honestly about them and then get alignment.”

This finding resonates with the findings of Chahifghurs and Filatotchev (2012), who
said that the presence of several investors inpomniolio firm can give rise to conflicts
that are termed ‘principal-principal’ conflict, #gey occur in between the investors. It is
also reflected in the study by Wright and Lock@®(d3) who note that based on the
amount of equity held by the investors, one invesith take the ‘lead’ position. To them,
syndication imposes an agency cost that is refiieictéerms of coordination and timing
difficulties regarding decision-making (Wright ahdckett, 2003; Cumming, Siegel and
Wright, 2007). They argue that some partners nhiglie changed their investment focus,
and others might have fully invested their funddiag to discrepancies between different
investors’ timelines. This in turn could be a s@uof conflict that potentially could have
been avoided in a relationship with a single in@esfThese problems appear to be
reflected in the conflict accounts by Robert fromtd&and York from Yage as described
above along with several other similar descriptionghe data. Generally, the authors’
assumption that conflicts can arise because ofsitove differing goals and aims,
strongly resonates with the findings of this studyerestingly, as will be presented in the
section on conflict resolutions, the great amodrtomflict scenarios analysed as part of
this study were solved by collaboration nevertrelasich is a novel insight in the field
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of VC research and would carry several implicatiafsch are presented later in this

chapter and are discussed in the discussion chapter

Moreover, when looking at the topics of the comdliand comparing the British dataset
against the German dataset, it could be notedhbanajority of conflicts for the British
participants arose in multi-party scenarios. In parnson, more German participants
reported on dual conflicts between them and the Yids stronger presence of dual
conflicts might be explained by the fact that theri@an USOs are on average four years
younger than their British counterparts, had feweunds of funding and most
importantly, less investors, which means that tingght have been less exposed to multi-
party conflicts. A second observation from the deden German participants, is that the
conflict type #21 (experienced by Hadrian at th&@UEamamelis) was a case of a conflict
were the two CEOs in the management team had diataarid some of the VCs took
sides with one of the CEO while some of the VCktsides with the other CEO. This
deadlock in terms of decision-making led to a mdgsdestone later on and showed, that
conflicts do not necessarily occur in isolation bam cause ‘ripple effects’. These ‘ripple
effects’ mean that one conflict, when unsolved, tead to further conflicts. Ripple
effects in conflicts are seen as a strong justificafor the necessity of research into

conflicts and their nature, dimensions and resohgtias done in the following sections.

5.2.2 Nature of conflicts

When looking at the nature of conflicts in resptctwwhether conflicts occurred on a
cognitive or on an affective level, the findings tbfs study are that the majority of
conflicts are perceived to be on a purely cognikexesl while only very few participants

used emotionally laden language when recalling traiflicts. In respect to conflicts that
indicate an affective element to it, one particigan example said: “I've had people say
to me, if you take his money then you won’t get mumey”, and another said “...without
naming names, and | won’'t name names, there wassoiality clash”. Yet another

participant said:

“So it was just...instead of looking to see if ther@s any common ground, | think
they just to the point of looking to see where difeerences were you know and
where there was going to be sort of an argumerd.l/Arave met this guy and he’s
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not very personable so it's not...| mean whether hetsvery personable because
he’s got a relationship with this group and witk tompany or whether he’s just
not very personable. It's a bit hard to say. Se likts of things when it comes

down to relationships, in the end it actually cordes/n to personalities”

These comments indicate that some conflicts aredbas elements of emotions and
resonate with the findings made by George, Erikand Parhankangas (2016) that
affective conflicts have the potential to lead taysfunctional relationship (see also
Brettel, Mauer and Appelhoff, 2013). Also, thisding echoes what is said by Meuleman
et al. (2017) namely that VCs prefer to form a syaid with VCs they already know and
trust. In the above accounts it appears that thet thas broken down. Still, the
overwhelming majority of conflicts were perceivesllaing of cognitive nature. As one
participant said “the relationships with [VC] bewve ourselves have always been
professional, but it's when it gets into a triangle relationships with mismatched
objectives, then it just gets difficult to manageXpparently, the problem is not on an
emotional level for the participant but insteadtaation where interests are misaligned
and hence a conflict on a cognitive level. Simyladnother participant said “I think most
people were acting in the greater good. Some,,yg@hink overall we got to where we
needed to be which, so | think everybody acted, koow, we came to a negotiated
solution which, you know, wasn’t exactly what wented but, you know, it gave us the
clarity and control that we needed in order togdigther investment.”. This comment
also indicates that the individuals that were dewsith were respected and their
motivations understood and potentially even synipathwith, hence the conflict only
occurred on a cognitive level. Even more, conflatisild also be seen as being positive.
As one participant said: “people come with diffaneerspectives and so | encourage that”
and “I think conflict around the boardroom table,dctually a requirement”. These
comments echo the findings of Higashide and Bi(8902) that cognitive conflicts can
enhance performance while affective conflicts canadinding also made by Brettel,
Mauer and Appelhoff (2013), who also show that ¢ibggn conflicts can enhance the
perceived value that an entrepreneur ascribessodvi firm. These comments also
suggest that the developed framework in respettemature of conflicts (see Table 15)
appears suitable to take the differences betwegnitoee, affective and positive and
negative conflicts into account, since all commentshe data seem to fit into this
framework. The novel element to the existing steidgethat the majority of conflicts

appear to be on a cognitive level, indicating aaterdegree of professionalism and
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calling into question how relevant the above stsidiee in respect to the likelihood of
occurrence of these types of conflicts. In addititme literature has so far largely
overlooked conflict as a positive element. Thisdiscussed in more detail in the

discussion chapter.

Negative conflict

Positive conflict

Nature of conflict
(Yitshaki, 2008)

Affective

Cognitive

Cognitive

Table 15 Conceptual framework on nature of conflics

Moreover, looking at subsets in the data, thereewemments indicating that participants
with no prior experience reported on more cognitigeflicts and conflicts over exit than
participants with any sort of prior experience. @iots over finance however occurred
equally often for all participants, no matter thexperience. One possible explanation
could be that CEOs with prior experience are avrara the outset of a relationship with
VCs that it will end in an exit. Also, participantsth prior VC experience seemed to
stress more often that a mutual understanding le#tW&Cs and entrepreneurs and an
understanding of the industry matter. In combimatiwith the observation that
participants with prior VC experience also repoxadess cognitive conflicts, it suggests
that a mutual understanding is helpful in confligbidance.

5.2.3 Dimensions of conflicts

In respect to the dimensions of conflicts, the ifigd in the data are that several of the
conflicts resonate with Yitshaki's (2008) taxonoafylimensions of conflicts (see Table
16), while other accounts of conflicts could benidfeed that do not seem to fit in the

taxonomy.

Negative conflict

Positive conflict

Dimension of conflict
(Yitshaki, 2008)

Contractual
Contextual
Procedural

Contractual
Contextual
Procedural

Table 16 Conceptual framework on dimensions of cohét
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In the data, several accounts of conflicts werentifled to have occurred around
contractual issues. In the case of conflict #5 xgserenced by York from Yage for
instance, he reported on a conflict between theagement and VCs, who are afraid of
getting diluted. Since shares and the formal distron of power tend to be defined in
contracts (see Zambelli, 2014), this conflict waersto be on a contractual level.
Similarly, in the case of conflict #19 which Iddlladicum recalled, a conflict occurred
for the management over the projections of futuddifpit had provided. The VCs were
perceived to exercise control over the decisioningalon the projections, while the
contracts in place state that projections haveltow national laws. While this conflict
relates to how the contract is effectively filledtwlife, in the case of the conflict #21 in
the USO Hamamelis the conflict arose within the agament team but led to a deadlock
between two groups in the firm, and due to the siecimaking requirements in the
contracts, no decisions could be taken. Finallythancase of conflict #20, experienced
by Idal in Indicum, a conflict with the sharehold@ver the manager’s statements on the
valuation of the firm occurred. The manger’s cocitidoes not allow him to make such
statements and he assumed that an estimate wauiaInoto that category. Ultimately,
what all these conflicts have in common is thaytbeem to fit with the definition of a
contractual definition as given by Yitshaki (2008ho said that they are based on
disagreement over the formal distribution of poagidefined in the contracts as well as
the board composition and its control over decigsraking. Hence, the above conflicts

indicate that the developed conceptual framewoapicable to these conflict scenarios.

In addition, one conflict scenario could be idaatifin the data that also seems to align
and overlap with the procedural dimension of catdlias defined by Yitshaki (2008). In
this conflict case, case #9 by Stephen at Semandmagement perceived a conflict over
the lack of one VC’s commitment to the USO, sinV¥C did not deliver on previously
made promises. According to Stephen, the VC hadnised to support Sepia in
fundraising and providing contacts for the nextnwwf funding, however when that
moment arrived, suggested that the CEO approatigesther VC for support in that
respect, which can be interpreted as a breaclush or understood commitment. Since
the definition for the procedural definition is tharefers to the information exchange
between the two parties based on trust, sharedsham obligations, commitment and

identification with the reference group, this cactfls seen to resonate with that definition.
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Also, numerous conflict scenarios in the data cdidddentified that seem to fit in the
definition of a contextual dimension. For examppiethe case of conflict #1, experienced
by Walter in Whitlavia, a conflict over organizatal restructuring occurred, hence it was
a conflict over the firm’s strategy. Similarly, ithe case of conflict #2, also experienced
by Walter, the VC firm of the USO had been acquisgcgnother fund, and the VC firm
disagreed internally about the strategy in resfmettte USO, meaning the to be expected
level and style of VC involvement in the firm wascertain. Also, as in the case of the
conflict #4 in the USO Ruta a conflict between ®0’s manager Robert and the VC
about the introduction of another investor had leaggd. This is a conflict over the
funding strategy of the USO which is a key strategea for USOs. Another key moment
in a USO’s life cycle also are exits (see Cummif)8) over which in the case of conflict
#8 in USO Yage a conflict took place, with evernflict party having different ideas
about the exit strategy. And in the case of thdlims #12 for Peter, #13 for York and
#17 for Idal a similar conflict occurred in respéatthe timing of the exit. In addition,
several conflicts occurred on a more operationadllsuch as in the case of the conflict
#10 in the USO Ruta with Robert, where a conflietrothe perception of the USQO’s
performance and chances to successfully completejact occurred. Or the case of #15
in Baptisia for Brian where a conflict with a VC evthe level of involvement in
management processes and the amount of inforntagoviC requested took place. What
all of these conflicts are seen to have in comnsahat they all relate to a VC's level of
involvement in either operational issues or striatesgues, which is also Yitshaki's (2008)
definition of the contextual dimension, namely thiatrefers to the VC’s level of
involvement in management processes and strategisidn-making and the perceived
performance of the entrepreneurial firm. Basedh@mniumerous examples given above it
is therefore suggested that this dimension canirepat of the conceptual framework.
However, taking the analysis further, it can alsmbted that a difference between levels
of involvement in decision-making and the directimndecision-making seems to be
present in the data. For instance, in the caserdfict #3, experienced by Vernon at USO
Valierana, flat out a conflict occurred about ts&rdtegic direction of the firm”. Also, in
the case of #8 with York, the conflict had occurmetr the timing of the exit, which
shows that the conflict was not simply about thel®f involvement, but about different
approaches on how to take the firm forward. Siryilan the case of #10 for Robert at
Ruta, a lack of confidence in the performance effthm, led to bootstrapping. Here, the
VCs saw the firm going in a different direction time future than the USO manager

indicating that the conflict was purely on the dtren of the firm’s strategy. This sort of
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conflict occurred in exactly the same fashion m¢hses of #12 (USO Pulsatilla) and #17
(USO Indicum) too, were the strategies in mind thee firm fundamentally differed
between the VC and the USO’s CEOs. Finally, in¢hse of #21 in Hamamelis, the
mentioned management conflict led to a deadlochkimse the two sides that had formed,
could not agree which route to take. What is fobhatk is that all of these conflicts not
only occurred around the level of involvement ia #trategic decision-making but more
on the direction to take. Hence it is suggestadttoduce a more fine-grained extension
to the typology here, based on Yitshaki's (2008)kwdhe discussion of the integration
of this novel insight will take place in the dissign chapter.

However, the data also features several accourdsrilicts that do not fit in any of the
three dimensions above because of different cardéases or constellations. These are
presented in the following.

One observation made in the data was that the icom20, experienced by Idal in
Indicum, appears to be a mixture of a contractondl@ntextual conflict. Idal who retold
the conflict complained that he is legally prohgloitirom making any statements on the
valuation of his firm to potential buyers or funsi&ecause of his heterogeneous VC base.
Meanwhile this hinders him in operating the businefficiently since he cannot attract
further investors or potential buyers which meassekit strategy becomes less feasible.
What this conflict suggests is that the lines betwhe dimensions can be blurred and a
case can be situated in between two dimensionsfli@a#21 at Hamamelis provides
further support to this suggestion. This confli@saa management conflict leading to a
deadlock between one group of VCs, who had tearpedith one of the CEOs, and
another group of VCs, who had teamed up with therdEO. Both sides could not agree
which route to take, which indicates it fits in tiscussed contextual dimension, however,
the conflict then led to a missed milestone, legda new valuation of the firm and the
signing of a new contract, which in turn seemsotech on the contractual dimension.
Therefore, it is concluded that a distinction betwéhe dimensions seems to hold up for
the majority of studied conflicts, but the linesvween the dimensions could be semi-
permeable. In her work, Yitshaki (2008) did not makat claim and the above finding
suggests a potential extension might be usefulyithde discussed in the discussion

chapter.
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Another observation made in the data is that ségerdlicts could not be seen to resonate
with the above triad of dimensions since they ditlotcur between the management and
the VCs, but rather in between VCs or between V% iavestors. Those conflicts
involved no active role by the USOs’ management @ralirred entirely outside of the
USOs’ ‘'sphere’. Those conflicts were seen to béféi6York at Yage), #11 (for Peter at
Pulsatilla) and #22 (for Idal at Indicum). In thase of the conflict #6, one VC did not
wish to work together with another VC because daek of trust and unsatisfying
interaction in the past. The CEO played no actole in this conflict, but nevertheless,
as a result, could not approach the other VC fodifiug without jeopardizing the
relationship with the current funder. In the case¢he conflict #11, the VCs and the
investors on board of the firm had differing attiés towards risk and thereby put the
CEO in a difficult situation who had to meet botlogps’ demands to a certain extent.
The CEO however played no active role in creating ¢tonflict but had to deal with the
consequences and was caught “stuck in the midgleally, in the case of the conflict
#22, the VC managers in this USO did not want tblaeed by their VC for influencing

a management decision, hence they remained siéiard meetings. As a consequence,
the CEO did not receive any strategic input andtbagliffer from a tension that existed
between the VC firms and their VC managers at thar @ of Directors in the USO. What
these conflicts share is that the source of th#licoseems to lie outside the USOs’ realm
of control. This observation and distinction had been made in the study of Yitshaki
(2008) and the discussion chapter will look at hibwe novel finding can enrich the

existing literature.

5.2.4 Conflict resolutions

The findings presented in this section are thatesoomflict scenarios could be identified
in the data that occurred within a dyad and seeradonate with the work by Zou et al.
(2016), while a great amount of conflicts was pmee to have occurred in a multi-party
constellation and different resolution strategiesravchosen for the different parties.
Interestingly, numerous conflict accounts indicttat the resolution strategy chosen
most was collaboration. Also, it could be foundtttie introduction of another party
would not necessarily lead to a more complex confiituation but could act as a

resolution.
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As discussed in the literature review, Zou et2016) categorised conflict strategies into
the categories ‘competition’, ‘collaboration’, ‘adance’ and ‘accommodation’.

According to Zou et al. (2016), resolutions are lisgpto be shared between two parties
and contain varying elements of positive or negatiutcomes for the management (for
a visual representation see Figure 15). In thiglystthe conflict resolution strategies
obviously have been perceived by the CEO, hengedhejudged on and evaluated by
the participants. Therefore, an interpretation giositive or negative outcome in the

broadest sense is made by seeing it from the patits’ perspective.

.

VC

Acc odation Collaboration (+
¢ ffrfgrla{}fa:%er; for both sides) +—  Manager

L

Avordance (- for %S:n ﬂﬁﬂfgif
both sides) for ".-TE:I. :

Figure 15 Visual representation of conflict resolubn strategies

In the data the conflict #1 for Walter at Whitlawas identified as being a conflict solved
via collaboration. The VC backed the CEO in hisfianwith the staff to change the

organisation, hence collaboration took place betmtke VC and CEO, since both parties
gained from this approach. Similarly, the confiié¥ for Albert at Aconite seems to have
followed the idea of a collaborative conflict rasttdn. The CEO and VC could not agree
on whether or not a milestone had been reached.efidne, Albert produced more

information, and the VC ultimately followed his argentation. Given both parties
benefited from this strategy, collaboration tookaga. Yet another example of a

collaborative conflict resolution seems to haveuoasd in the case of conflict #16 for
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Eva at Echinacea, where the VC was unsatisfied thghCEQ’s profit projections, but
ultimately agreed with the CEO, since steeper ptmas would have implied a need for
greater sums of funding. By collaborating, bothtiparcould avoid either spending more,
or putting further effort in the projections. Basa these accounts it is concluded that
the collaborative conflict resolution as outlinegd Zou et al. (2016) resonates with the
findings made in this data. Furthermore, other kctrdiccounts could be identified in the
data that seem to match the other resolution giesteby the authors. In the case of
conflict #15 the CEO of Baptisia, Brian, was anmbyhat the VC did not make a
commitment to further funding but instead askediore and more information to delay
the moment he would need to make a definite detiSiberefore, the CEO sent a letter
to the VC, presenting the VC with a deadline orirtdecision for follow-on funding.
Ultimately, the VC left the firm and thereby logitpntial profits, while the CEO secured
planning safety, for which overlap with the resmlotstrategy ‘competition’ is seen.
Another conflict case was seen to fit with the heson strategy of accommodation: In
the case of #13 for York at Yage the VC’s HQ prddee an exit, and York, the CEO,
ultimately had to give in, and exit the firm, s@thiC HQ could make its money back.
While the VC HQ could achieve its goals, the CE@ i@ exit, despite having had
preferred to take the firm further. Therefore ipaprs as if the CEO had to accommodate
and “make sacrifices” (Zou et al., 2016, p.5). Bin&ork retold a conflict that indicated
an avoidance resolution had taken place: In the cb£6 at Yage, he could not approach
other investors for funding because the VC woufdse to work with that investor. The
manager therefore could not secure further funding,the VC lost out on the chance to
spread the risk, which appears to be a situatiavhich both parties lose out. Due to the
observation that Zou et al.'s (2016) conflict refioh strategies seem to fit to the conflict
scenarios within dyads as found in the data leadiset suggestion that this framework is

suitable to study dyadic conflicts between VCs @rDs.

However, numerous accounts of conflicts could lenidied in the data that involved
several parties and several, partly differing nesoh strategies for the different parties
involved. For instance, in the conflict case #2\Wailter at Whitlavia, the VC was bought
by another VC leading to “some organisational cleantp the company, internally”
resulting in uncertainties in regard to the fundaitgation of the USO. In this scenario,
the VC manager collaborated with the CEO to sotttbose uncertainties with the VC
firm, which also collaborated to sort out the netwetion it had found itself in. The VC

manager, as a third party, proved to be an allyifermanagement, which ultimately led
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to the solution of the conflict by choosing a cbbeative approach with the VC manager
as well as with the VC firm. Hence in this caselaborative approach was chosen twice.
Choosing the same conflict resolution style did noh out to be the case with all
participants however. In the case of #21 at Hamiameseemed the CEO Hadrian chose
an accommodation strategy with one party while shapa competition strategy with
another. In this scenario, a management conflict éacurred which led to the VCs
splitting into two groups, one supporting one CHB® other supporting the other CEO.
This in turn led to a decision-making deadlock anchissed milestone as a knock-on
effect. This conflict was solved by the draftingaafiew contract, which included a revised
distribution of equity, resulting in a lower shai@e the managers. Therefore, the
managers had to accommodate with one of the VG&3ies and demands (which fits with
the accommodation strategy). As for the other W&t bne exited the firm and while that
meant a financial loss for the VC, it meant tha deadlock situation in the firm could
be solved and the CEO could regain control. Thairegl control seemed to be a positive
outcome for the CEO while the resulting financtad for the VC seems negative for him,
hence fitting to the ‘competition’ strategy. Funtm®re, cases could be found in the data
that indicate that a collaboration strategy way @hlosen with one VC while the other
was treated differently. For example, in the cakél®d (USO Ruta), it seemed that a
collaboration approach and a competition approaa$ ehosen. As the participant said:
“It was two separate groups of VCs. There wastles [...] that just weren't sure. And
then there were the existing investors, who yowknelatively small stake, but have
supported us all the way through. And they saright well, if [VC1] don’t want it, we
do” and they took it. [...] our existing investorsotoit and you know [VC1] are still
involved, but to a much lesser extent, they gattdd out massively, so you know, that’'s
their loss.” In this case it is argued that collation took place with VC2 while VC1 got
diluted out and “lost”, while the CEO “gained”, leenusing a competition strategy for
himself. Based on these accounts it seems apptepdaargue that Zou et al.'s (2016)
resolution strategies offer an applicable and ugaftonomy, however, as the findings
show, several differing resolution strategies carchosen at the same point of time in
the same conflict scenario. The implications of fmding in respect to Zou et al.'s (2016)

framework and findings are discussed in detaihendiscussion chapter.

Furthermore, it was interesting to find that out tbé different conflict resolution
strategies that could have been chosen with tHerelift conflict parties, collaboration

with one or even both parties turned out to bentbst frequent one. For instance, in the
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case of #3 for Vernon at Valeriana, where he wasdawith disagreements among the
investors over the strategy for the firm, but baittonsensus with them. Also, in the case
of #4 (USO Ruta) the CEO had to negotiate withetkisting shareholder base and a new
investor and had to find a consensus to bringribat investor on board. Or the conflict
case #12 where the CEO Peter of Pulsatilla andioleeof the shareholders collaborated
in the sense that they both agreed that a fixedsiae for an exit was not desirable. The
other VC however initially wanted to exit at a e@ntpoint of time, and only later agreed
with the other parties. Still, that VC eventuallyllaborated too. This finding resonates
with the findings made by Cable and Shane (199@)2& Clercq and Sapienza (2001)
in the sense that they both showed that cooperetimsensible choice, may it be because
of trust or fear of retaliation. However, these tstadies assumed a dyadic relationship
but in this case multiple parties are involved hie tonflict. To accurately reflect the
underlying logic for the dominance of cooperatisritee conflict resolution style in multi-
party scenarios, it was found that social dilemimeoty (Zeng and Chen, 2003) could
explain this phenomenon since the establishmemat 50 with founders and several
investors resonates with the idea of a collectiwedgof which all parties would benefit
if successful and all parties would eventually laden conflicts escalated and could not
be solved. How this finding might contribute to W€ literature and how social dilemma
theory could be a useful theoretical explanatianttits finding is discussed in the next

chapter.

Moreover, two cases of conflicts could be identifie the data that showed how a conflict
could be solved, rather than provoked, by bringimg third party. Usually, a third party
was the reason for a conflict in the first plaad, this did not apply to the conflict situation
in the conflict types #18 at Echinacea and #1%dicum. In the case of the conflict #18
at Echinacea, the management was made up of twes ©@E®hich one CEO wanted to
renegotiate his compensation. In this case the ®Gnteered to negotiate on behalf of
the CEO Eva, who felt that the negotiated issuetaasensitive for her, given her work
relationship with the other CEO as her colleagire §&id that this had the advantage that
she did not have to do the rather uncomfortabletaipn herself, while the VC acted
in her interest since he knew that the performantee firm is dependent on the operative
success of the firm. The participant termed thasrff of support” in conflict situations a
“good guy, bad guy” strategy, presumably in théesbtf a ‘good cop, bad cop strategy’,
as known from several Hollywood movies. In a simi&shion, the participant recalled a

conflict where a conflict occurred around negotias of a contract. The participant said



190

that in negotiations for licenses or compensatishs,would use the VC as an entity that
needs to agree to the deal for it to become areaggpt. Therefore, she would for example
say that in some instances she would claim thahicespecifics of a proposed deal by
the party she negotiates with are a ‘no-go’ for imeestor. This way she could solve
situations in which she was ‘in doubt’ and genefededom for her to start negotiating
again. Hence, while the VC was not even presethieahegotiations, the participant used
the VC to argue that certain deals could not bean&anilarly, in the case of the conflict
#19 for Idal at Indicum, the conflict occurred amduthe projections of future profit. The
conflict the participant perceived happened in leetvthe management team, the VC and
the legislator. Idal said that on the one hand dite gressure by the VCs to create
‘enormous’ financial projections and to predictggntic’ growth. But on the other hand,
he knew that he had to be realistic towards thisltgr. The participant described this
conflict between the VCs’ and the legislator’s negunents as a ‘constant tightrope walk’.
He said that the VCs accused the management af-tsagging’ by setting the goals for
future achievements as too low. This tension madgd have been perceived as even more
intense by the participant since he had previouslyked in a big corporation, where
underperformance by a few percent to the a preageals led to talks about restructuring.
But according to Idal, it is a characteristic oé teystem’ the VC and his firm Indicum
are in, that the firm will end up with lower actuakults than the ones forecasted in the
plans. To solve this problem, Idal recalled tha firm had established an external
advisory board, that assessed and confirmed theageament’s financial projections.
According to the participant, the advisory boarcc@a@nposed of one exit-experienced
person, one person with executive manager expe&riand one analyst. None of the
members of the board have shares in the firm ofrargtvement, and they were chosen
by the VC and the firm together. The downside of #pproach though was reported by
the participant as being the costs coming withrtteentenance of the advisory board.
What these two situations have in common, is thhird party proved to be the solution
rather than the source of conflict. What these $Wwwations also have in common is that
the third party was involved proactively. This fing could not be identified elsewhere
in the literature and is novel and interesting he sense that it could be considered
whether a triangle situation could be perceivepasstive and constructive when created

proactively. The implications of this finding wike discussed in the next chapter.
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5.2.5 Summary

This section on the theme two on dual and multiypeonflicts and resolution strategies,
presented the finding that few conflicts occurredlyads while the majority appear to
have involved several conflict parties. The secti@n went on to show that the findings
suggest that the nature of conflicts can be cognds well as affective and that conflicts
were perceived as both negative and positive, dipgron the situation at hand. In
respect to the conflicts’ dimensions several casggest that the typology of Yitshaki
(2008) resonates with some of the cases in the dateever there also are cases where
an extension might be useful. Finally, it was shalvat some conflicts’ resolutions
resonate with Zou et al.'s (2016) conflict resantstrategies, however only those that
occurred in dyads. The majority of the conflict s@eos in the data occurred in multi-
party scenarios and the data suggests that diffezsnlution strategies were chosen for
different parties within the same conflict scenahiderestingly, the majority of conflicts
were solved via collaboration for which a possikplanation is discussed in the next

chapter.



5.3 Theme three: Perceived value-adding activities

This theme focuses on the findings in the dat@s&pect to value-adding activities by the
VCs as identified and communicated by the partiongaCEOs of the various USOs. The
raw data on comments on value-adding activities veag extensive and a lot of first
nodes and grouped first order codes emerged. Wneisethen analysed under the light
of the conceptual framework leading to second ocdees, which in turn resulted in the
aggregated dimensions. Due to the extensive amafimiata it was decided to choose
representative examples for the presentation ofildéngs. As a result of the first order
codes, 16 codes emerged, each representing actigtilue-adding activity of VCs as
identified by the participants. These value-addaatjvities were (1) accountancy and
controlling, (2) business development, (3) busim#as support, (4) confidence for other
investors, (5), direct financial support, (6) esupport, (7) human resources, (8) installing
a CEO, (9) knowledge transfer, (10) legal supp@drt) marketing, (12) networks, with
the four forms contact to potential buyers, contacbther start-up firms, contact to
suppliers or staff and introduction to further éollon investors. In addition, the
participants mentioned (13) operational suppord) (the provision of a coach, (15)
strategic support and (16) training.

One form of value-adding activity that featured Vilgain the first nodes and was
mentioned by nearly all participants are netwoHkste comments could be categorised
into four types of networking: (1) contacts to athtart-up firms, (2) contact to potential
buyers, (3) contact to suppliers and (4) introdudito other investors, sometimes leading
to follow-on funding. The last type was the one tiered most by the participants and
was appreciated in particular. As one participand:s‘so we did a further fundraising
which closed in April of last year and we actuahgaged [VC] to work on that really so
we didn’t want to pay a classic you know third gad do quite expensive fundraising
because that was going to burn too much cash buhes we wouldn’t be able to do all
the running around ourselves so we had to engage@me from one of their subsidiaries
to do that activity which involved bringing in, @&shappened, one further significant
major shareholder. There were a couple of minorettdders who came in as well but
there was one big new name which put in a sevandigumber which was important in
that fundraising. So they were good in that, &y tvere able to do that cost effectively
for us and we had a successful outcome.”. Otheicgents also mentioned that the VC
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managers that sat at their boards of directors lotber VC managers and VC firms and
actively promoted the USO or established contad¢tenwequired, which as they said
helped them enormously. Several of the participavite were being funded by one
particular VC also stressed that a “family day” @uent organised by the VC to bring
together the various portfolio firms, potential mmers and other VCs) offers the
opportunity to meet all sorts of potential parthparaong which follow-on funders. When
looking at different subsets in the data, it alppemred as if firms with less than the
average rounds of funding, networks and introdustito further investors matter more
than for firms above the average rounds of fundiss @ifference between the two sub-
groups of the dataset is logical, given the youriigers have to keep raising funds, and
need contacts to do so. This observation howevengthens the observation that time
has an impact on the relationship between the \WdsUS0s (as examined in section
5.1). Also, for healthcare firms, it appeared asefworks and an introduction to further
investors matter more than for healthcare firmespmably because greater amounts of
funding are necessary for bio-tech firms. Theseaets are seen to resonate with the
findings made by Colombo et al. (2010) who stresbatvalue-adding is facilitated by
extensive networks. Also, this finding in the ds¢ems to fit the category of “outreach”
as defined by Large and Muegge (2008) as “Providiciiye promotion, introductions,
negotiations, winning deals” (p. 41) for their vedadding activities typology. Hence this
study’s data indicates that the value-adding categboutreach is an appropriate one.
Furthermore, further data from a different noderfrihe raw data is seen to fit with the
category of outreach too. A few participants mergab that the VCs provide marketing
support, an area of support also identified by lanmd Cu (2012). One participant
acknowledged that the VC provided a coach, who thapported the firm in their
marketing efforts and another one stressed tha¥@erganized the referred to ‘family
days’. This form of marketing as such was mentiosedarately as a value-adding
activity by the participants, indicating that thggrceive it to be distinct from the above
networks. Since the direction of their interesteugwards too, it is concluded that this
form of perceived value-adding activity also aligngh the category of outreach as
defined by Large and Muegge (2008).

Another very frequently mentioned form of value-mddactivity is strategic support,
which nearly all participants mentioned and apm@ted. Mostly, this strategic support
plays out on the level of board of directors whé@@s provide input. As one participant

said “we have some experienced industry experteurrboard of directors [...] it's a
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discussion on the market environment where cepaits of the world is moving in terms
of the specific therapeutic areas that we're faogisin, how our product lines fit in, how
the competition is and it's looking at all thosentfs and then saying okay the next
milestones etc for us as a business are x, y amd zve have a discussion around that.”.
Another participant preferred to call it an “activgut”, saying “They have an active
input into the direction of the company.[...] theydenstood the market environment,
understood med-tech companies, so they were vdpjuhén their diligence process,
asking questions of the business that made up asgement think, actually.”. Most
comments in respect to strategic input move albogé lines and usually centre around
discussions on the market, competitors, timelimes fallow-on funding. This form of
support was frequently mentioned by the participaantd it was appreciated by the
participants to “get input” or “kick around ideafDther comments also stressed the
developmental side of this form of input, which wasntioned by about every third
participant. They said that “helping to build tltmimpany from the board upwards, or
board downwards rather, has been key” and that"i@#e really been helpful in terms
of building the company” or that “they offered hefpbusiness analysis because you
know we have limited resources so they recogniaedhd you know we need a bit of
additional resource in some areas then they wiVide that, be it a business analysis
exercise.”. This finding resonates with severakotstudies in the field of VC research
(see for example Seetre, 2003; Berg-Utbg)rBeim and Widding, 2007; Luukkonen,
Deschryvere and Bertoni, 2013) and is also sedih itothe category of “strategizing”,
defined as “Developing business concept/strategiesg strategic planning, keeping
focus on longer-term strategic direction” (p. 43) lbarge and Muegge (2008). Also,
looking at subsets in the data, it could be noted fior British participants, the business
development activity was perceived as a value-apdativity by VCs, while it was not
for German participants. This echoes what Proksch. €2017) found in their study of
German VC documentation on value-adding activitresnely that VCs provide little
operational support. Going back to Large and Musg@®08) typology, the category of
‘strategizing’ of the typology is found to be usetol study perceptions of value-adding

activities.

Business plan support was mentioned by a few paatits, who stated that “they gave
us input you know they gave us useful input ongitggosition, what the business could
do which helped us then provide the business phahcame with a better story.” and
other participants mentioned that based on the M@st the business plan was refined
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or even re-worked as in one case. Still, this valdéing activity, while distinct from the
other activities being discussed here, was onlyceieed by a few participants.
Interestingly, this form of value-adding activityae/not included in Large and Muegge's
(2008) typology. One reason for this might be th&t value-adding activity technically
already takes place prior to the formal relatiopshihich would explain why it has not
been considered by Large and Muegge (2008) whestrmting their typology. But
since only few participants explicitly mentionedstform of value-adding activity it can
be assumed that it is of low importance to the US@s/ertheless, the fact that some
participants mentioned business plan support, tledpbeing an activity that already
takes place prior to the relationship, indicatest tralue-adding activities change over
time, and that there might be value in seeing tfimm a time perspective while also
considering it a value-adding activity by VCs wteem to provide value already before
the “formal” commencement of a relationship. Thelications of this novel finding will

be discussed in the discussion chapter.

Another collection of comments revolved around aerice for other investors as a
value-adding activity by VCs who thereby help tdraatt other investors. This was
mentioned by about a third of the participantsoAe participant said: “it's easier to find
another investor when you’ve got two very supperiiwestors already in there who've
already said they’ll put money in. So the thirdastor or fourth investor is actually not
that difficult when you’ve got cornerstone investiteein from the existing investors,
because they're feeling much more comfortable’afAitd another participant described
it as: “having the VCs on board or the institutionakes all the other investment from
private individuals just that bit easier becauszels a sort of crowd mentality of, well if
a big institution’s invested that must be safeusr Trying to do it solely as individuals
would be quite tough I think.” Another participaeferred to this value-adding activity
as a “quality stamp”, which allows to attract fuethinvestment. Another participant
added to this that depending on the reputatiom@®MC, this effect is even reinforced,
since the VC is seen to be of high quality in théusstry. This finding resonates with
several studies in the field of VC research (see€Boand Murray, 2003; Maula, Autio
and Murray, 2005) and is seen to fit into the cate@f legitimation of the value-adding
typology by Large and Muegge (2008) which is ddmati as “Providing credibility,

reputation, legitimation, validation, comfort, a¢écation” (p. 41). Interestingly, Berg-

Utby, SOrheim and Widding (2007) saw VCs to provide ceséifion and higher

valuation to take place at the moment of an IPOthistfinding suggests that this form
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of value-adding activity also occurs at a soonantpof time in a USQO’s life cycle.
Therefore, the category of legitimation seems gmpate to look at perceptions of value-

adding activities.

Several participants also mentioned legal supp®ra dorm of value-adding activity,
ranging from contracts with employees to extenkdgeal work during processes of going
public. As one participant said: “so when we listed company, there was a massive
amount of legal work and due diligence work to dd ahe gave us all that time and effort
for free. That was worth a bunch of money. So W really good, actually.” Another
participant stressed that the VC helped substantaaih the intellectual property rights
and ensuring that the spinning out process fronutinersity was done in a legally sound
way. This participant mentioned that a number etgd requirements have to be fulfilled
to transfer intellectual property and be able te icommercially at a later point. This
finding is also reflected in the study of Flynn dmiman (2001) who found VCs to have
specialists on legal issues in their networks.&rrhore, this finding appears to fit in the
category ‘mandating’ as defined by Large and Mug@@€8) in their typology of value-

adding activities.

Also, a few participants mentioned that the VClfated knowledge transfer from other
firms or from previous employees and took an actoke in the transfer. As one
participant said: “there was a lot of knowledgensfer to do from them to me and they
were very good about that, gave the time that wegaired and continue to be available
as and when required.” While this sort of activéydistinct from others, there were only
few participants mentioning this sort of value-agactivity. Interestingly, this form of
value-adding activity was not included in the vaadeing typology by Large and
Muegge (2008). One reason for this might be that\edge transfer is distinct to USOs
who rely on ‘knowledge’. However, even for the iviewed USOs, ‘knowledge transfer’
seemed to be a value-adding activity seldom meatidrence maybe of low priority.
Nevertheless this form of interaction has also dmeen mentioned by De Clercq and
Sapienza (2001) who studied VC-CEO interaction mr@@nwhile this study’s finding
seems to suggest that it is of certain value to €8(QJSOs in the Life Science industry.
Therefore it is suggested that this form of valddiag activity has the potential to be a
useful extension to Large and Muegge's (2008) bgpol This will be discussed in more

detail in the discussion chapter.
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Next, accountancy and controlling as a form of gaddlding was mentioned a few times
by participants of which one said “they [the VChra back-office support facility which
we use so we don’t employ any accountants or agtaffias a result of that” and another
participant mentioned that due to her background liife Science area she was new to
the field of business and the VC supported the iiirthe area of controlling. The accounts
of the node accountancy and controlling were seeadonate with the item “consulting”
from the value-adding activities typology by Largad Muegge (2008) defined as
“Providing business intelligence, contacts, exgertcompetence, teach business skills”
(p. 43) and this finding also resonates with sdvether studies in the field (see
Gabrielsson and Huse, 2002; Busenitz, Fiet and BMp2604). This suggests that this
category of the value-adding typology can be usestudy perceptions of VCs’ value-

adding activities.

Another form of value-adding activity as perceimdthe participants was identified in
direct financial support, which was mentioned in @arerwhelming amount of data
collection interviews. The participants stated titn&t financial support was “important”
if not “critical” or “vital” to the firm and somearticipants even went further to ask “what
is there despite the money?”. This leads to assbatehe financial support is a form of
direct value-adding from VCs, much noticed and majgpreciated from the VCs. As one
participant said, without the funding there hadlme¢n a firm to begin with and therefore
the role of VCs is a very important one in thaped. This finding was seen to resonate
with the findings by Berg-Utby, @rheim and Widding (2007) that direct investments
are a crucial element of VCs’ work. Furthermoreyesal other comments could be
identified in the data that fit with another findiby Berg-Utby, ®rheim and Widding
(2007), namely that VCs provide assistance in #iepeocess. In the data, exit support
was mentioned by a few participants, who appredidteat their VCs were “very
experienced in the exit process because cleanyuvhgot lots of experience of selling
businesses which was helpful in negotiating a gieal” and that this sort of expertise
added value in the form of going public or sellthg firm at a good price. While this
form of value-adding is distinct from other formisalssed here, only few participants
considered this form worth noting or perceiving alue-adding activity to begin with.
Nevertheless, it suggests that the financial cayegfdhe conceptual framework, is useful
to study VC-CEO interaction in regard to value-adactivities.
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Next, some comments indicated that VCs provideatmeral support as a form of value-
adding. This form of value-adding activity howevier a special case since a few
participants were grateful for the operational sarppwhile others mentioned a fear of a
too extensive interference and several of the @pénts did not consider it to be a value-
adding activity by the VCs but rather ‘an intrusideveral participants stressed that they
would not allow the VCs to take too active a ralethat the VCs wanted to be informed
about every detail and want to have informationualibe operations of the business,
leading to discomfort on the managers’ side. Onggaant mentioned that the VC got
involved in the operations in the early days offina, but the participant “tried to push
it away”, since he did not see the VC’s role tovinle operational support. Another
participant also stressed that, while he had tip@dpnity to ask his contact person at the
VC firm for operational support, the contact persiich not get involved proactively in
the operations, which he saw to be a big differehteespect to the literature and the
conceptual framework, these comments are seem \Wwotlfi the category of ‘operating’,
which resembles “Providing monitoring, controllirgcision making, compensation and
incentives, appraisals, discipline, day-to-day lsaod management, professionalization,
managing crises and problems” (p. 43) as definetldryge and Muegge (2008). What
could not be found in the literature is the obsgovain the data that operational support
can also be perceived as an intrusion. The impdicatof this finding are discussed in the

next chapter.

Furthermore, a great amount of participants mertiosome sort of human resources
involvement by the VC, adding value to the USOsofre group of comments a few
participants mentioned that VCs helped them to $kiled employees or received good
rates with head-hunters, all facilitated by the V&s one participant said: “[The VC]
found me a sales guy that could work part time laadurns out to be a [unclear] with
sales experience, sales director experience whdosésg for part time work and was
just right place right time, but came through, ffeet, the [VC] network, yes.”. Some
more participants mentioned that the VC helpedstail a CEO, which was perceived
as being a value-adding activity. One participaid:s‘the investors or the shareholders
then recruited me and started up the commercial tgathat is how it worked with [USO]
and then ever since I've joined they've been onlibard of directors helping take the
business forward strategically.” And another ség{, essentially, founded the company,
through their own investment, and then effecti@yught me on board, we've grown the

company into a really good position.”. While th@tsof intervention by the VCs is seen
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as positive by the interviewed participants it ree¢al be taken into account that the
participants speak about themselves in these eamktherefore it can be expected that
their assessment of the VC’s involvement in thapeet will be favourable. The
perception that this formed a positive involvemehthe VC still remains though and
also resonates with the findings made by severtiloasi in the field (Gomez-Mejia,
Balkin and Welbourne, 1990; Flynn and Forman, 20®@bksch et al., 2017). Thirdly,
another form of a human resources value-addingigchly VCs was mentioned by a few
participants as the provision of a coach. This hpac consultant as it was called by one
participant, helped with the development of theimess and with the preparation of an
application for funding in one case. Coaches waeesfore assumed to be a distinct form
of value-adding activity. All of the above commeats seen to resonate with the category
of ‘recruiting’ of Large and Muegge's (2008) typgyo which is described as “Advising,
doing reference checks, recruiting, negotiatioseasment, replacement” (p. 42). Hence
it appears that that category might be useful ¢& lt VC value-adding activities too.

Finally, another form of a value-adding activity svenentioned by one participant as
formal training, a form of support that had notit@gentioned in any other context. The
participant, who recalled such an event, said “[\&§o put together a kind of like a
leadership programme for their chief execs so albmurof sort of half day sessions to
work through various areas of their report intormiaig a start-up, a spin out. So again,
that was that's been a pretty useful programmarice&shaving a formalised training
programme was a form of support distinct from thleo value-adding activities, a
separate node was created and it was found thatfahin of value-adding activity
resonates with Large and Muegge's (2008) undersiguad mentoring, which they see
to be “Providing mentorship, advice, coaching, guick, facilitation, feedback,
motivation, patience, moral support, friendshiptirag as confidant, sounding board,
implanting entrepreneurial orientation” (p. 42).i#t therefore concluded, that this
category of value-adding activity should also fgpart of a typology of value-adding

activities.

Looking at the data from a different angle, nanibly frequency at which certain value-
adding activities were mentioned, the top threetmuentioned value-adding activities
are: (1) Direct financial support, (2) networkstthdow to gain further funds, and (3)
strategic support. This could indicate that thdseed value-add activities are what

managers of USOs consider most essential from Y@, and in turn could mean that
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the managers care most about financial stabilityttieir firms and some guidance and

scrutiny from the VCs, without them interfering textensively.

To conclude this section, it is considered impdrtanstress that, while a number of
different value-adding activities have been mergtiy the participants which were
discussed in this section, only three were refaweasith such an overwhelming consent:
Those are the financial support, the networksuture funding and the strategic support.
Apart from that, it was found that the conceptuahfework, based on the works of Berg-
Utby, Srheim and Widding, (2007) and Large and MueggeQ&2&eems to receive

support from the findings. What remains an openstjoe is the role of surrogate

entrepreneurs. The observation that several Brpatticipants reported that the VC
installed a CEO, while none of the German participanentioned something alike, this
leads to the question whether surrogate entrepremsia form of VC intervention might

be more prominent in the UK.

Apart from that, this theme offered some insightshow important different value-
adding activities are for portfolio firms and whidte core activities are of VCs as
perceived by CEOs of USOs, limited to the partinipaof this study.

5.4 Conclusion

This chapter presented the findings made in the ohathree key themes, namely the
impact of time on relationship with VCs, dual andltiparty conflicts and resolution

strategies and thirdly perceived value-adding #ws: The first theme showed that
several of the British participants perceived thelationship to be more positive at the
beginning in comparison to a later point. This gadiion of a downward trend was termed
“honeymoon” pattern and stands in contrast to agleerm relationship” pattern which

could be observed with several of the German ppaits, who perceived their

relationship to be more positive at a later poihtime. Also, that theme showed that
several comments from a number of participantscetei that participants prefer to use
moments of funding as a cognitive way of a timelpproach instead of calendar years
or months to talk about the development of them$ over time. The second theme then
showed that the majority of conflicts as perceibgdhe participants seem to appear in

scenarios with more than one VC. Furthermore, #tta goints towards dimensions of
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conflicts being more nuanced than initially assurmggart of the conceptual framework.
In addition, the findings suggest that differennftiot resolution strategies are chosen
with different VCs in the same conflict situatidmpwever, the most relied on conflict
resolution strategy was collaboration with onewareall conflict parties. An explanation
for this finding is discussed in the next chapted go are the implications of several
parties being involved in one conflict for the ceptual framework. Lastly, the third
theme showed that participants seem to acknowledgeral forms of value-adding
activities by VCs, however, the three that appeaeteive the most appreciation are the
financial support, networks to follow-on invest@isd strategic support. Also, in more
general terms, support for all different value-addegories as defined by Large and
Muegge (2008) could be found in the data.

6 Discussion

6.1 Introduction

This study set out to answer three research quesstjd) What do the managers of USOs
in the Life Science industry perceive to be addade/ from their VCs and what conflicts
occur with them? (1.2) How does time relate to pleeceptions of added value and
conflicts? (2) How are the perceived conflicts betw Life Science USOs’ managers and
their VCs solved? (3) And do the perceptions ofeaddgalues and conflicts differ in
between Germany and the UK?

This chapter considers the answers generated bygttisy and how this enriches the
current academic literature. It answers the parvalne-adding activities of the first

research question in the first section, the sulstipeto the first research question on the
impact of time in the second section and the seceséarch question on how conflicts
are solved as well as the second part of therésstarch question, what conflicts occurred,
in the third section. The discussion regarding tjaeghree on the national differences is

woven throughout all three sections.
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6.2 Value-adding activities

When looking at the literature on value-adding\aiigéis, this study’s findings suggest
that Large and Muegge's (2008) typology can benebee by incorporating two other
activities: (1) knowledge transfer, and (2) busspkan support. As mentioned earlier
however, knowledge transfer was only mentionediatii@mes, and business plan support
usually takes place in advance to the formal sfatie VC-CEO relationship, suggesting
Large and Muegge's (2008) typology already covées majority of value-adding
activities. Nevertheless, such an extension caikkrawareness for such activities. This
study also corresponds to Knockaert et al.'s (2666)ngs. Those authors focused on a
sub-group of VCs in their study, namely high-tecGsV High-tech VCs also focus on
academic research, and therefore are comparabM€ddor USOs. This study was not
included in Large and Muegge's (2008) review, aridund that that three value-adding
items are of particular importance for high techsy@amely (1) the negotiation of
intellectual property rights, (2) the recruitmehtlze head of Research and Development
and (3) the forming of an advisory board. Nonehofse were mentioned by participants
of this study and one explanation for this mighthweg high-tech VCs and VCs for USOs
are distinct nevertheless, and that some of theites technology transfer offices at
universities would take care of, have to be taker of by high tech VCs, whose portfolio
firms do not have the same institutional backgroastd SOs. Instead, the findings of this
study indicate that the value-adding activitieshie form of financial support, providing
networks for future funding and the strategic suppoe most relevant to the CEOs of
USOs. This study also addresses one key findin@ibgh and Sunley (2009). They
interviewed VCs, entrepreneurs and technology teansfficers in the Southampton
biotech and photonics cluster and found that ergregurs mentioned that the contacts
VCs claim to have are not very useful. Similarlyolsch et al. (2017) concluded from
various VC documents that they only make moderagead their networks. In contrast,
this study could identify comments by participathiat suggest the opposite, positioning
the networks that VCs hold as one of the most eglewactivities as perceived by the
interviewed CEOs. This research also offers difigiviews on findings by Flynn and
Forman (2001), who concluded that early stage filrage a greater need for the
negotiation of legal and governmental issues aefepipersonal discussion rather than
formalised information-seeking process. This ieast what the interviewed VCs said in

their study, since entrepreneurs were not pati@fdata collection. The findings of this



203

study on the other hand, present a different viewdently, as mentioned already by
several other authors, the perspective of the gr@neurs is still underrepresented in the
literature, and the perceptions of the relationshepn differ widely (Zacharakis and
Meyer, 1998; Zacharakis, Erikson and George, 2@h@ng, 2011). Moreover, while
Gabrielsson and Huse (2002) found operational stgpdbe a form of value-adding
activity, the findings of this study indicate thaperational support is perceived with
mixed feelings and occasionally is perceived asrin fof intrusion. Lastly, the findings
of this thesis also challenge the finding by Buterkiet and Moesel (2004), that VCs do
not add value by providing strategic informatiomeTinterviewed managers of USOs
mentioned strategic input as being appreciated umearous cases. These findings
therefore suggest that USOs are a category ofetreurial firm with distinct needs and

perceptions.

To conclude, it can be said that this study ada ingights to several studies on VCs’
value-adding activities and most notably could tdgrniwo potential extensions to the
added value typology by Large and Muegge (2008)kwvliself is based on a meta-
analysis of the research in this field. The twogptial extensions could potentially tailor
their typology more to the USO context.

6.3 The impact of time on the perceptions of the relatinship

The findings chapter highlighted two main obsexwadiin theme one, one indicating that
different patterns of positive perceptions of V@sein the two studied countries and the
other that funding rounds were used by severaliggaants as a timeline approach,
questioning how useful calendar year time unitd@astudy relationships with VCs over

time.

As the literature review showed, no research issknor could be identified that looked
at the impact of time on relationships between 484 USOs in particular. Meanwhile
the findings indicated that the British participaperceive their relationship to be more
positive at the beginning of the relationship ilmgarison to a later point of time, while
German participants seem to have a less positineepion of their VCs at first but feel
more positive about them later on. These findingsgwith the sub-themes presented in

the findings chapter are seen to be the first st@pards an understanding of the impact
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of time in the area of VC research for the paracuase of USOs. Furthermore, the
findings of this study also add knowledge and dbate to related research conducted in
the wider field of VC research. Flynn and Forma@Q@®), focused on the impact of life-
cycle stages and investigated the impact of théabi®s demography, environment,
information processing, structure and decision-mglon performance of VC-backed
firms over the course of the firms’ life cycles.élhuthors only distinguished between
early- and late stage, defining late stage as nmézzacapital and bridge investment.
Therefore, limited conclusions about added-valoenfiVCs over time can be drawn in
respect to early stage firms and furthermore thaainple was based on surveys from VCs
only. While the authors showed that differencesvben the early and late stage VCs
exist, this seems to be a very crude distinctidris Btudy only focused on early stage
firms and shows that, within the early stage firthe&re are patterns in respect to the
perception of the relationship over time. In additiwhile Flynn and Forman (2001)
looked at a number of variables within one natiamaitext, this study can add to it, that
another variable could be national context or metiity, since, as the findings chapter
demonstrated, patterns of perceptions of relatipssbver time vary between the studied
countries. This said, the knowledge gained with $iiidy could also provide an argument
against generalisations that go beyond nationaldysr since the pattern identified in the

participants’ comments from this study varied itviEen the studied countries.

Furthermore, when looking at the impact of timetlom firms, research by both Vohora,
Wright and Lockett (2004) and Vanaelst et al. (20f6life-cycle stages found that even
though the firm has to pass through the previoaigesto get to the next one, this process
of passing is an iterative, non-linear process.réfoee, they conclude that life-cycle
stages have to be considered carefully. This treekis to their observation that there is
indication of a pattern of perceptions of relatioips at least in respect to the beginning

of a relationship with a VC, hence some degreénefrity seems to occur.

Finally, this thesis adds to the existing stockmmdwledge on the impact of time on VC-
CEO relationships that several participants ofshisly commented in a way that allowed
to suggest that rounds of funding might be a timeelpproach preferred over calendar
year units such as years, months or weeks, toatadkit the own firm. This insight is a
contribution to the entire field of VC researchcgamo prior study could be identified
suggesting this approach or mentioning the existesfcsuch a preference by their

participants. This contribution then adds to knalgke in the field on a conceptual level
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since it could be a fruitful way in to encouragéufe participants to talk about the
relationships with VCs, in a format that is morauitive and graspable in comparison to

standard clock time units (Mitchell and James, 2001

To conclude, this thesis adds knowledge to the f¢lVC literature and to research on
USOs in particular in two ways: It shows that thienedication of a pattern of perceptions
of relationships with VCs at the beginning of aatinship, which vary between the
studied countries. Furthermore, a contribution &lemon a conceptual level, suggesting
that rather than standard clock time as a formtroicguring life cycle stories of firms,
rounds of funding might be more suited to provide participants with a structure that

seems familiar and tailored to their context.

6.4 Conflicts and conflict resolution strategies

In respect to the second part of the first reseguestion, namely what conflicts occur
between VCs and USOs, and the second researchanqdsbw perceived conflicts
between Life Science USOs and their VCs are solvkd, study makes several
contributions to the existing stock of literatutdound that the dimensions and categories
of the nature of conflicts as defined by YitshaRD(@8) fit to several of the conflict
scenarios of this study, however could be extetdedake the typology more nuanced.
Also, the findings show that the majority of coof§i were perceived to occur in multi-
party scenarios by the participants which addbea¢solution strategies defined by Zou
et al. (2016). Furthermore, this study introduceswa theory to the field of VC literature
to study VC-CEO conflicts with a theoretical foutida, believed to be more accurate to
incorporate the reality of VC relationships witleithportfolio firms. The added theory is
the social dilemma theory, which is suggested ésréa to the specific case of multi-

party conflict resolution strategies in the cas&/80s and VCs.

With respect to the nature of conflicts, Higashéahel Birley (2002) and Brettel, Mauer
and Appelhoff (2013) concluded that cognitive caté$l can have a positive effect on the
perceived value of the VC firm’s input. What thiedings of this thesis add to their work
is the observation that the overwhelming majorityconflicts was perceived as being
cognitive by the participants. Therefore, tryinguttderstand what the emotional stance

to a problem is, might not offer the most fruitiiasights into VC-CEO interactions in the
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context of USOs. When looking at the literatureaspect to the dimensions of conflict,
a number of insights could be gained, starting &itesponse to Kaplan and Strémberg's
(2004) and Zambelli's (2014) work. Kaplan and Stvény (2004) and Zambelli (2014)
argue that contracts serve to avoid classic prat@gent problems such as shirking, but
the findings of this thesis, in support of YitsHaK008) finding, indicate that conflicts
can also be a source of a conflict or tension. &&cgitshaki (2008) found that conflicts
on strategic decision-making occurred over (1) R&Etvities, and (2) marketing
schedules. The findings of this thesis were that axgingle participant reported on
conflicts around these issues. And some furthefflicts in Yitshaki's (2008) study
occurred around managerial replacement and maaagerolvement in (1) employee
recruitment and (2) compensation. Once again, teofdam this study indicates this. The
different national contexts in which the data hasrbcollected, could well be one of the
reasons for those differences, as could the matoirithe VC industry or the industry the
interviewed firms operate in, since the Life Sceemaedustry possesses several unique
characteristics. This qualitative, in-depth stutigrefore proved useful in identifying

these differences.

Furthermore, Forbes, Korsgaard and Sapienza (28h0)ved that conflicts occurred
around ‘down rounds’ of further valuation, leadiogfewer shares for the CEOs. While
a few participants mentioned this danger, morei@pants reported on conflicts around
exit strategies. One reason for this might bedhagxit by a VC means the imminent end
of the relationship between the manager and VCewrah of the relationship would also
mean that there is an end to any sort of recipracibetween the manager and the VC,
hence less incentive to act in a collaborative rmanAnother reason could also be that
the participants of Forbes, Korsgaard and Sapien2#10) study had to do more
fundraising from new investors instead of beingeatd go back to their existing

shareholder base, hence them being more exposeahvtoegotiations.

Moreover, the observation from the data that midtiplayers are involved in an
overwhelming amount of conflict scenarios, and tihat presence of several investors
leads to more conflicts, indicates what has s@ifdy been mentioned theoretically in a
few cases (Wright and Lockett, 2003; Chahine, Adhand Filatotchev, 2012). Thereby,
this thesis adds to the field of VC literature tbanflicts cannot be assumed to take place

in between two parties but often occur in multitpacenarios. What kind of implications
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this finding has on the conceptual framework in boration with the other findings is

discussed in the following.

Looking at how the conflict stories fit in the captual framework based on Yitshaki
(2008) and Zou et al. (2016), it is argued that fthanges should take place to represent
the data of this study. The first is the erasurtheiotion of a dual VC-CEO relationship,
to fit it to a multiple player scenario. As has belemonstrated earlier, more than one VC
IS present in a great amount of interviewed US®erdafore, it is argued that an entirely
new dimension should be included in the concegdtaatework to address this finding.
This in turn would mean that the definitions foe ttonflict dimensions should also be
adapted to take the presence of multiple parti@meconflict scenario into account (see
Table 17).

|

Contractual | Based on disagreement over the formal distributiggower as define
in the contracts; entrepreneurs’ limited managesiadl competitive
opportunism; the board composition and VCs conbrar decision-
making;
Contextual | Refers to the—venture—capitalists/Cs’ level of involvement in

management processes and strategic decision-makipiggcement of

CEO in case of under-performance

Procedural | Refers to the quality and frequency of informatexthange between
the two multiple parties based on trust, shareansasnd obligations,

commitment and identification with the referenceugr

Table 17 Adaptations of definitions for conflict dmensions

A third suggested change then refers to the diffedemensions and their interplay.
Yitshaki (2008) mentioned in her study that thefttcindimensions should be seen as
having reciprocal influence, hence the borders betwthe different dimensional

categories should not be seen as too rigid. Howdvisrwas not included in her model.
But as the findings showed, the conflict #20 atidnch appeared to be a mixture of a
contractual and contextual conflict in which thetgpant Idal complained that he is
legally prohibited from making any statements o ¥aluation of his firm to potential

buyers or funders because of his heterogeneousag€ Wwhich hinders him in operating

9 The crossed-out text is the original text froms¥iki (2008), which the author of this study amende
based on the findings made in this study.
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the business efficiently. Likewise, it was showattthe conflict #21 at Hamamelis was a
management conflict leading to a deadlock betweengroup of VCs, who had teamed
up with one of the CEOs, and another group of @& had teamed up with the other
CEO. Both sides could not agree which route to,takech would fit the contextual
dimension, but the conflict then led to a missetéstone, leading to a new valuation of
the firm and the signing of a new contract, mearthgy conflict also occurred in the
contractual dimension. These accounts showedtibdirtes between the dimensions can
be blurred and therefore it is suggested that #ndtgon between the dimensions still
holds up for the majority of studied conflicts, It lines between the dimensions should
be regarded as semi-permeable. This amendmentetocdhceptual framework is

presented in Table 18.

The fourth out of the five changes refers to thghé&re’ in which conflicts occurred. As
shown in the findings chapter, several conflicts ot sit well with the definitions of a
contextual, contractual or procedural conflict dirsien since they did not occur between
the management and the VCs, but rather in betwé&snodr between VCs and investors.
Those conflicts involved no active role by the US@anagement and occurred entirely
outside of the USOs ‘sphere’. Based on this obs@mait is suggested to introduce a
fourth dimension, which could be called ‘The extmimension’, calling attention to the

danger of conflicts that occur outside of the US@alm but still impact them.

The fifth and final change refers to conflicts ogamategic decision-making. As shown in
the findings, several conflicts occurred not orilgat the level of involvement in strategic
decision-making but they also show that the diogctf the strategic decision-making is
sought to be different, with VCs preferring a diffiet strategic route to what the CEOs
had in mind. Hence it is suggested to introduceteerocategory to the dimensions of
conflict, called ‘directional dimension’, being abto categorise conflict accounts in

future studies according to the exact reason oinflict over strategic decision-making.

Based on all of these suggested changes, thd frattaework therefore could be changed

as follows in Table 18:
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Negative conflict Positive conflict
Semi-permeable Contractual Contractual
dimension of conflict Contextual Contextual
(based on Yitshaki, 2008), Directional Directional
Procedural Procedural
External External
Number of dimensions Dual/multiple party| Dual/multiple party
conflict conflict

Table 18 Changes to dimensions of conflict

Furthermore, the findings made in this study alsotcbute to the resolution strategies
as defined by Zou et al. (2016). The authors ddfiresolution strategies to a conflict
between VCs and CEOs as (1) competing, (2) col&ba, (3) accommodating, and (4)
avoiding, and this thesis adds to their typologyhiat, while the strategies resonate with
the findings and are seen to be useful and suitaldestinguish resolution strategies, the
presence of multi-party conflicts converts theiR 2ratrix of resolution strategies into a
matrix of (2x2)' wheren is the number of players involved. The majorityconflict
scenarios actually involved three-parties (for aual representation of the conflict
resolution constellation see Figure 16), but th#la scenarios also showed that in some
cases (the conflicts #20 (USO Indicum), #21 (US@nHimelis) and #22 (USO Indicum))
conflicts can involve even four or five playersdicating that three parties are not the
upper limit of parties that can be involved in anftiot in the context of USO-VC
relationships. Hence this study suggests thatréiffteresolution strategies can be chosen
and in fact are chosen, with different VCs, asctaments in the findings chapter suggest.
Therefore, to capture the perceptions of resoluitoategies adequately, the concept of
further parties would need to be included in theceptual framework and it is suggested
to achieve this by placing brackets around theluéiso strategies and multiplying them

to the power oh, resembling the number of conflict parties inval\&able 19).
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Figure 16 Conflict resolution strategies in multi-@arty scenarios

Negative conflict Positive conflict
Forms of resolution Competing 7 (in case
(Zou et al, 2016) Collaborating of multi-

Accommeodating | player

Avoiding conflicts)

Table 19 Adaptation of conflict resolution framewok

Having noticed that collaboration seems to be thstrased form of conflict resolution,
the second contribution of this study is to introelgocial dilemma theory to the field of
VC research to offer a theoretical explanationtf@ dominance of collaboration as a
resolution strategy. Social dilemma theory, in¢batext of VC-CEO interaction, would
suggest that the public good would be the sharefit phe partners will make from a
successful business exit. VCs, as well as the CE&sdecide to behave cooperatively,
to find solutions to conflicts that cater all pagti goals to some extent, or they can decide
to be self-interested and compete during conflmtsyithhold information that would be
crucial to bring the company forward strategicalypwever, since several variations of

social dilemma theory exist, this study suggesksriag the social dilemma theory to the
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case of VC-CEO interactions for future studies dngwon social dilemma theory
literature. It is suggested that social dilemmaotiiethat is applicable to VC-CEO

interaction in the case of USOs should fulfil thoekeria:

The first criteria is seen to refer to Zeng and iCh€2003) understanding of social
dilemma theory. Zeng and Chen (2003) claim that social dilemma, it is more likely
that non-cooperative behaviour will remain undeddctincreasing the temptation to
defect. But the crucial difference in the contektV&-CEO interactions, is that the
number of members of syndicates are much smaltem anvolving only three parties.
The partners therefore know each other, and with@diately learn of non-cooperative
behaviour, if chosen by any of the partners. Tlougrsize therefore could explain why
cooperation is the dominant form among these sgrallips (Olson, 1965). As Olson
(1965) points out, in small groups the collectie®d can be provided by one voluntary,
self-interested member of the group, because tkatler will receive a substantial share
of the total gain from the collective good. “thedar the group, the farther it will fall
short of providing an optimal amount of a colleetigood” (p. 35). It is for this reason,
as well as quicker and more involved decision-mgikincomparison to large groups, that
Olson (1965) refers to small groups as the ‘prgel@ groups. This study seems to
resonate with Olson's (1965) claim and therefogeies that a social dilemma theory in
the context of VC-CEO interaction needs to be basetthe understanding that groups in

which conflicts occur are small.

The second criteria refers to communication ambeggrties. In research on variations
of the social dilemma scenario, Kragt and Orbedi8@) showed by the use of various
experiments, that communication among the partresa isocial dilemma scenario
significantly increased the chances of cooperatiBased on the findings that
communication between the conflict parties occuthedughout the conflicts’ timespans
it is suggested to make open communication andaftikeria for social dilemma theory
that is suited to study VC-CEO interaction in tlase of USOs.

The third criteria seen to be relevant refers ® phocedure involved. In literature on
social dilemma experiments two different versiohthe social dilemma scenarios exist,
one where decisions on whether or not to cooperaenade without knowledge about
previous outcomes and previous decision-makingepeetes by the parties, and the other,

where a sequential protocol is applied, makingpitevious decisions available so they
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can be taken into account when deciding on wheihant to cooperate during the next

round (Erev and Rapoport, 1990). Since the findstgsved that relationships take place
over time and vary over time, as well as the faat the partners know each other, and
have on-going conversations, it is suggested ti@atore realistic version of a social

dilemma theory that can realistically be appliedhe conflict scenarios studied in this

study’s data, is one that relies on a sequentbpol with full availability of information

on past actions by other patrties.

These are the three criteria that social dilemrearthis supposed to fulfil to be of use to
the field of VC research, based on the findings enadhis study. Furthermore, based on
the findings made, this thesis suggests the expawsisocial dilemma theory to a certain
extent, to ensure it is fully applicable to theafie context of VC-CEO interactions. This
expansion, while adding to the knowledge in thielfa# VVC research might also be worth
to be considered as an expansion for the fieldboias dilemma research. Based on the
logic of the social dilemma theory, and Olson's6@)9remarks in respect to the crucial
importance of group size on cooperative behavibegquld be argued that conventional
wisdom is: The more parties involved in a situatiie more likely conflict is. This view
is strengthened by the fact that seven differehttisms have been identified to social
dilemma scenarios (Zeng and Chen, 2003). Theséoarhange the payoff matrix, to
introduce sanction systems, to reduce the groug sizchange the allocation rules, to
improve communication among the partners, to estabbng-term goals among the
partners and lastly to inform partners about nggatbnsequences. According to the third
type of solution, a smaller group will lead to lessflict potential and less self-interested
behaviour. However, some comments could be idedtifn the data that suggested that
conflicts in which another party deliberatelyintroduced, can actually solve the conflict
instead of adding to it. As explained earlier i tfindings chapter, in one case, an
independent advisory board was established, wighrtthe to assess and confirm the
management’s financial projections over which th@ &hd the management could not
agree. The establishment of this advisory boareéddse conflict over the financial
projections, since an independent voice could caorfine management’s numbers. In the
second case, one manager of a USO used the V@y@pyood cop’/’bad cop’ strategy
by either letting the VC do the negotiations thatewuuncomfortable for the CEO or using
the excuse that something was a ‘no-go’ for the ¥dmprove the CEQO’s position in
negotiations. What these two cases have in commdhat the introduction of another

party happenegroactively.Therefore, contrary to the conclusion on resolusivategies
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in social dilemmas, the increase of the group sather than the reduction, can in fact
solve a conflict as the data showed as long asmtheduction of another party happens
proactively. This observation leads to the conclusion thatsib@al dilemma literature
could be enriched by an additional solution to abdilemma: The proactiviacreaseof
the group size, in which the new party’s role i®iiher establish external legitimacy or
deflect.

6.5 Amended conceptual framework and conclusion

A further contribution of this study is seen infging the findings of the three themes
together and incorporating them in one comprehensimalytical framework, as a
suggestion for future research. As has been anguis chapter, several extensions and
amendments are suggested to the works of varidhesu These form the basis for an
integrative conceptual framework. As a remindee, ithitial conceptual framework is

presented in Figure 17 below:
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Figure 17 Analytical research framework for individual managers' perception of relationship with VCs wer time




Based on the findings, a number of changes wergestied to the conflict typology, now

looking as follow (see Table 20 below):

Negative conflict Positive conflict
Nature of conflict Affective Cognitive
(Yitshaki, 2008) Cognitive
Semi-permeable dimension | Contractual Contractual
of conflict Contextual Contextual
(based on Yitshaki, 2008) Directional Directional
Procedural Procedural
External External
Number of dimensions Dual/multiple party conflict | Dual/multiple party conflict
Forms of resolution Competing F (in case
(Zou et al, 2016) Collaborating ;f;lgu
Accommeodating]| conflict)
Avoiding

Table 20 Complete, adapted conflict framework of aalytical framework

Apart from the above suggested changes to thetaalframework a number of further
findings are seen to be worth incorporating as veltjain a more holistic understanding
of the underlying processes in the VC-entrepremelationship. First, the findings in
respect to VCs’ value-adding activities, namely fivaancial support, strategic support
and the networks for USOs to access further fundiegm to be the most referred to
value-adding activities. Secondly, the framewor&dt include that the characteristics
of the USOs, the contracts, and in particular tfesg@nce of more than one VC, has an
impact on the relationship between the USOs andstaovs. Finally, the first theme
showed that ‘time’ is a component, moderating tationship between USOs and VCs.
But while the initially developed analytical resgaiframework conceptualised time as
‘standard time or clock time’ (Mitchell and Jam@&§01), comments by participants
suggest that they prefer to use rounds of fundsiipeir cognitive sense-making of time.

Based on these insights and results from the dad#ysis, an amended, integrative
framework is put forward as a suggestion to captiseeperceptions of the relationship
with VCs by USOs’ managers (see Figure 18).
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Figure 18 Integrative model of findings




This model incorporates the different levels of artance of VCs’ value-adding activities,
and it also notes that positive conflicts are tt fancouraged’ and wished for, hence they
have been situated above the x-axis, in the valdéag side of the graph. The framework
also takes all the changes that were suggeste@ tmdae to the analytical conflict
framework into account, and it distinguishes betweeal conflicts and multi-party
conflicts, which in turn have an impact on the tgbeesolution strategies. This holistic
framework of the findings, serves the purposedjsymmarize the findings in a visual
way, and (2) to offer a refined, further develomatdhlytical framework, based on the
works of Higashide and Birley (2002), Berg-Utbypgheim and Widding (2007), Large
and Muegge (2008), Yitshaki (2008) and Zou et2016). It should be noted however,
that the relationship between a USO and its V&(byino way linear or follows a certain
pattern, as the above framework might indicate, ibstead is a construct in which
individual USOs’ stories of their relationships W Cs could be situated. Which sort of
conflict or form of value-adding activity might bmoe relevant or applicable to
individual cases is not the aim of above framewtirkolely wishes to offer an integrative
framework, incorporating elements that are perckiv@ be of relevance to study

perceptions of CEOs of USOs, for future studies.

7 Conclusion

This study has looked at managers of USOs’ pemmeptof their relationship with VCs
over time in the Life Science industry. Investiggtthe perceptions of managers of USOs
is identified as being relevant and important, siticey work with VCs over a long
investment time-span, face technological and firdnancertainty, and operate in an
industry that is characterised by high USO failtaies (Wright et al., 2007; Hewitt-
Dundas, 2015). Meanwhile, as shown in the liteetarview, data from managers is still
scarce, despite the fact that they provide a diffeviewpoint and insights in comparison
to VCs (Bengtsson and Wang, 2010; Zacharakis, &nilesnd George, 2010; Collewaert
and Fassin, 2013). Therefore, placing the focuthemelationship as perceived by CEOs
of USOs highlighted a number of insights about eptions of value-adding activities,
conflicts and their resolutions and the impactiofet on the relationship, which were
gained by the use of semi-structured in-depth wiegrs with 24 managers of USOs in
Germany and the UK.
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In respect to value-adding activities as percelwethe participants, this study generated
three novel insights. First, the findings suggéstt tmanagers of USOs perceive three
value-adding activities by VCs as particularly impat and noteworthy. These are
strategic support, direct financial support anavoeks that allow them to identify further
follow-on investors. While the prior studies, dissad in the literature review, list
different forms of value-adding activities, thisidy indicates that there are forms of
value-adding activities that are being appreciatede and less. The second new insight,
gained from this study, relates to the perceptibroperational support which some
participants perceived as intrusion while otherskspmore positively of it. Showing that
some portfolio firms of some VCs might not be ajgatve of all the input coming from
the VCs is a novel insight that could not be foumdhe literature beforehand. Third,
some data suggests that business plan suppornamdddge transfer are forms of value-
adding activities that CEOs of USOs appreciate ftbeir VCs and these are suggested
as an extension to the value-adding typology deezldy Large and Muegge (2008) in

which these forms of value-adding activity of V@srently are not included.

In respect to the perceptions of conflicts by tlaetipipants, three novel insights were
generated. The first is the observation that thgonty of conflicts perceived by the
participants of this study occurred in scenariabhwiultiple parties instead of a dyad as
often assumed in the literature (Cable and Shad®/;1De Clercq and Sapienza, 2001;
Turcan, 2008; Dimov and Milanov, 2010). This in tleads to the suggestion to adapt
the conflict resolution framework by Zou et al. {&), which is based on the notion of a
conflict dyad, to incorporate multi-party conflictSecond, the findings lead to the
conclusion that the dimensions of conflict as cptealised by Yitshaki (2008) could be
expanded to be more attentive to several subtletiesnflict scenarios. Third, due to the
fact that current theories in the field of VC rasbahat look at VC-CEO conflict assume
a dyadic relationship, which stands in contrashuwlite findings made from this thesis,
the social dilemma theory, which focuses on confimutions in multi-party scenarios,
is introduced. The theory is then amended andr&lto the field of VC research as a
suggestion to be used in future research. In aofdilue to suggestions in the findings
that conflicts can also be solved by deliberateothiction of another party, the social
dilemma theory is expanded for the field of VC ash and it is offered to the field of
social dilemma theory to examine whether the expanis suitable for other areas of
research too.
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Finally, this study generated two novel insightsréspect to the impact of time on
relationships between VCs and CEOs as perceivéidebstudy participants of this study.
First, several comments by study participants ssigtpat participants of British USOs
perceive their relationship with the VCs as morsifpee in the beginning in comparison
to a slightly later point of time. This pattern wasmed ‘honeymoon phase’. In contrast,
several comments by German participants indicateath adverse pattern exists, with the
participants perceiving their relationship with V&sless positive at the beginning than
at a later point of time. This pattern was termedg-term relationship’. These patterns
suggest that the so far under-researched aremefs a factor in VC-CEO relationships
could have an influence on the perceptions ofimahips. Lastly, some participants feel
more comfortable talking about the timeline of thien by using rounds of funding as
their measurement of time units, instead of usialgradar time units such as years or
months. This novel insight might be of relevance ftdure conceptual considerations
with intentions to “speak the same language” ag#récipant and generate a cognitive

way-in in their narrative approach.

7.1 Limitations

With this study and its findings come a numbeiroftations that need to be made explicit
and be considered by future researchers, when tlagmgtudy’s findings.

The data of this study is based on 24 semi-stradtun-depth interviews and it is
important to understand that qualitative reseascban never get 'definite answers' in any
research and qualitative research can only highlagid explore themes, similarities,
differences and concerns in the particular contiexighich the study took place. It is not
possible to generalise interview data beyond itdeod and cutting loose its strings from
the context they were collected in (Fontana ang,FA898). In addition, the researcher’s
knowledge, and that of the interviewees, is alw#siible and partial, meaning
generalisations beyond the dataset are not posdibkre is always the possibility of
further, alternative lines of interpretation andhéeds to be taken into account that the
participants’ language might not perfectly mirreality (Alvesson, 2003). To increase
the generalisability it might have been possiblaite mixed methods, which tend to
generate more robust, quantitatively testable te¢Molina-Azorin, 2012) but a research

study has to have a fit between the research gusstine maturity of the domain of the
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study and the chosen methodology (Gibson, 2017)san@ interviews are very time-
consuming, not only in the conduction but alsdmanalysis (Doody and Noonan, 2013)
while the field of research on VCs’ involvementl80Os was seen to be in an early stage,

the choice was made for a purely qualitative design

It also needs to be remembered that this studyamilgcted the perceptions of managers
of USOs. While this was the explicit goal of thedst, it would have also been of interest
to collect the perceptions of ‘the other side’fué VC-CEO relationships, namely of the
VCs. However, as discussed in greater length inntle¢hodology chapter, there are
several reasons why the sample is made up of UBQsYCs. The majority of the
literature has collected data from VCs and a ojggr exists in respect to research that
looks at the other side: the entrepreneur. Addngsiis gap is particularly important to
avoid that value-adding activities and conflictsrevenly studied from one angle. Also,
it is mentioned in the literature that studying V@srceptions of value-adding activities
and particularly conflicts in regard to a singletfaio firm is very difficult. Moreover,
when looking at the number of VCs that actuallyesivin USOs in the Life Science
industry there are very few firms in the industndaassuming the normal response rate
of about 10-15% to inquiries on research projetiste simply would not have been a
sufficient amount of data to come to any conclusibased on patterns in the data. This
approach allowed to provide valuable data to takl by presenting a viewpoint that so
far has been under-researched, namely the entep=rside. This way, while a lot of
VC-collected research has been published, thetsesiithis study can be used to assess

whether the perceptions are shared among the potfifos too.

Finally, another limitation is that when lookingratationships between VCs and CEOs
in a Life Science USO context, it needs to be takém account that only managers of
USOs that have been successful with their firmaghat point were interviewed. Not
only had they secured VC funding, but a great nurabhem had secured several rounds
of funding, and therefore the conclusion is thatdlata is composed of success stories in
a wider sense. It might well be that stories of tkationships with VCs might look

different from the perspective of USOs that hadltse down.



221

7.2 Managerial implications

With the insights gained from this study come poé&nmplications for managers of
USOs, technology transfer officers who want to prepresearchers for a management

role in USOs, and of course for VCs in the Lifeedwe industries in the UK and Germany.

One thought VCs might want to consider is tha¢éras as if the major cause of conflicts
for the managers of their portfolio firms, are saéos in which more than one other party
is present. This potential conflict of goals theads to the implication, that managers of
VC firms for portfolio firms as well as the CEOs W¥€ firms might want to consider
shifting their attention to a relationship managatmeith the other investors in their
portfolio firms. The VC managers might want to ddes resolving conflicts with other
investors in the absence of the USOs’ CEOs, todafusther pressure or ripple effects on
the CEOs of the USOs by conflicts that were nosedwby them.

The managers of USOs on the other hand might welatok at the additional potential
of conflict when working with an additional VC. Fd¢nem, it should not only be of
importance what the potential new VC brings, bsbahat its relationship to the existing
VC might be, which is already on board of the finm.addition, the managers should
consider the fit of the VC’s potential to add valuigh respect to their own background
and position. In some circumstances the most viduadiue-adding activity might be
networks the VC holds to gain access to fundserfikure, while in other cases only the

immediate financial injection matters.

Also, both VCs as well as managers of USOs mighttvia think about whether a

counter-intuitive solution for conflicts might be introduce another player into conflict
scenarios, to either create external legitimaayafiect. Downsides obviously are higher
costs and more people, but some cases of theriitated that the benefits can outweigh

the costs.

Finally, VCs and CEOs of USOs might want to consttle social dilemma’s resolution
strategies to apply to conflict situations in US@-¥onflicts. Those resolution strategies
were seen to be:

1. To change the payoff matrix,
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To introduce sanction systems,

To reduce the group size,

To change the allocation rules,

To improve communication among the partners,

To establish long-term goals among the partners,

N o gk~ b

And to inform partners about negative consegegnc

These might be an aid to VCs or CEOs trying toesalvnulti-party conflict.

7.3 Future research

In the hope that this study can be used to enuthré studies and to build on the
observations, a few routes of potential future aed® that are considered to promise the

most fruitful insights, are outlined.

First, the section on the analysis of the resotusisategies provided indications that in
scenarios with multiple players, multiple, diffeteasolution strategies are perceived by
the participants. Still, this is only one perspeetin those multi-party relationships, and
future studies could involve getting the other igattperspectives too. It has to be noted
though, that several researchers already triedptuce the VCs’ perspectives, but they
pointed out that VCs, when being interviewed regisasively, usually speak about their

portfolio firms in general terms (Zacharakis andyigle 1998; Yitshaki, 2008). Therefore,

it might be more suitable to choose a longitudiettinographic study (given access can

be obtained).

Secondly, while this study looked at the Life Scemdustry, which is characterised by
several unique features, it would be of particutderest to collect data with a similar
approach in other industries. Especially industsesh as the information technology
industry in which less investments are made (OE@L5) and the lengths of the

relationships between CEOs and VCs are shorter.

Thirdly, while some research has already been taktem in respect to different nations
and cultures (Wright, Pruthi and Lockett, 2005; [Dee, Vanacker and Manigart, 2013),
it would be interesting to look at the individua #he unit of analysis inside as well as

outside Europe as well as cross-nationally, whaléng their different cultures, policy
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environments and legal circumstances into accasmtlofstede et al. (2010) mention,
just because there are no universal solutions ttagement problems, it does not mean
that countries and organizations from other cufiucannot learn from each other.
Looking at the other side of the fence tends torieof the most effective ways of getting
new ideas. A “Lack of awareness of national linssises management and organization
ideas and theories to be exported without regarthtovalues context in which they were
developed [...] there is nothing as impractical &md theory” Hofstede et al. (2010, p.
338).

Fourthly, it would be of great interest to see \mleetthe same managers could be
interviewed after the VCs have exited the firm, &mthen compare their accounts of the
relationship with the ones they gave for this thesvhile still being in an active
relationship. It has been noted earlier that tinsaeanaking process is influenced by time
(Ring and Van de Ven, 1994).

All of these avenues are seen to possess greattibtfer future research, which could
enhance the understanding of managers’ perceptibmelationships with VCs. This
might be a step towards mutual understanding betw0s and VCs, to less conflicts,

to higher profits and to driving down firms’ eatgrmination.
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9 Appendix

9.1 Interview schedule

Interview questions for a phone interview

1. Since when are you funded by a VC?

Timeline approach:

2. Imagine ablank graph or atimeline, can you talk me through the ups and
downs of the relationship with the VC in respechéip received since you are
funded by them?

Narrowed down focus on time:
3. After they started funding you: When did you fdeh to help you for the first

time?
4. When did you have your first conflict?

Critical Incident(s) Technique:

5. Now | want to focus on the moment where you fedintihto help you the most:

Which moment of received help would you call thesgest?

a. What happened that it turned from satisfaction digsatisfaction?
b. What did the VC do?

c. How did you react?

d. How did he respond to your reaction?

e. What in particular made you feel strong dissattsfa®

f. Did you trust the VC to have your best intereshind?

6. Let us focus on one particularly strong conflicthidh moment of conflict would

you call the strongest?
a. What happened that it turned from dissatisfactmsatisfaction?

b. What did the VC do?
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c. How did you react to that?
d. How did he respond to your reaction?

e. Did you trust the VC?

7. Is there anything that would have improved youatiehship with the VC in
respect to help received?

8. Did you consider alternative sources of fundinge(e peer/crowdfunding)?
9. Is there anything you think | should have asked?you

10.1f you could choose all over again, would you partwith the VC again? Why?

Figure 19Research interview schedule
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9.2 First contact email

Dear XY,

My name is Lutz Brusche and | am a researchereat¢leds University Business School
and part of a research team that currently condesisarch on venture capitalists’ role
for university spin-off firms in the UK and Germany

You and your company are of great interest for mgearch project and we were
wondering whether we could invite you to particgat the form of a short conversation.
On completion of the research we would be hapmhtoe our findings and insights with

you.

I look forward to hearing from you!

Best wishes

Lutz Brusche

The project’s websitéhttp://lec.leeds.ac.uk/research/uso-research/
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9.3 Participant consent form

A

| UNIVERSITY OF LEEDS

Consent to take part in research on venture capitals’ role for academic firms

il wour
Initiaks nad 1o
Thiz starirmi
i yiois aree

| confirrn that | hawe read and undersiood the information shest explaining the
above ressarch project and | havs had the opportunity to ask guestions about
the project.

| understand that my participation is valuntany and that | am fres to withdraw a1
any time until the end of the first month after the researcher ended his data
collection without giving any reason and without there being any negative
consequenceas. In addition, should | not wish to answer any particular guestion
or questions, | am free to decline.

Contact number: 0044 TEE 3350 085

Data alr=ady collected that the paricipant does not want 1o b= included in the
study will be excluded.

| give permission for mambers of the research t2am fo have access to my
anonymised responses. | understand that my name will not be linked vith the
research materials, and | will not be identfied or idenfifiable in the repord or
reports that result from the research.

| understand that my responses will be kept sinictly confidential.

| agree for the dats collected from me to be used in relevant future research in
an anonymised form.

| agree fo fake part in the sbowve research project and will inform the lead
researcher should my contact detads changs.

Mame of parficipant

Farticipant's signafure

Diate

Mame of lead researcher | Lutz Alexander Brusche

Signature

Date

Figure 20 Participant consent form



