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Abstract

We assess whether and how VC investors’ education and experience influence their
screening decisions of potential investee candidates. Empirically, we perform an
experimental choice-based-conjoint (CBC) analysis with 564 individual VC inves-
tors. Our results highlight that the level and field of education, as well as the deci-
sion maker’s investment and entrepreneurial experience, moderate the relative
importance of different screening criteria. More specifically, we find that interna-
tional scalability seems to become more important for decision makers with higher
education and those with entrepreneurial experience. Whereas decision makers with
a background in natural science focus on the value-added of the product or service,
engineers seem to value a break even profitability and focus less on the management
team. Investment experience, on the other hand, leads to a stronger focus on the
management team. Our study contributes to the literature investigating the influence
of human capital characteristics of the decision maker in venture financing. Practical
implications exist for entrepreneurial ventures seeking financing and for risk capital
investors making investments in such ventures.
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1 Introduction

Management research comprehensively documents that strategic decisions of com-
panies are affected by the human capital of the individuals in charge (e.g., Datta and
Iskandar-Datta 2014; Hambrick et al. 1996; Hambrick and Mason 1984; Wang et al.
2016). Extending these arguments to the context of venture capital (VC), prior stud-
ies argue that VC investors’ experience and expertise influence their venture evalu-
ation processes (e.g., Dimov et al. 2007; Dimov and Shepherd 2005; Franke et al.
2008; Shepherd et al. 2003).

A large number of studies identify important screening criteria of VC investors
when assessing entrepreneurial ventures such as management team characteristics,
product characteristics, as well as market and industry factors (e.g., Block et al.
2021; Franke et al. 2008; Gompers et al. 2020; Hoenig and Henkel 2015; Hsu et al.
2014; Shepherd et al. 2003; Warnick et al. 2018). However, little is known about
how the importance of these criteria varies due to the individual characteristics of
the decision maker, such as education and experience. Since the vast majority of
venture proposals are rejected in the screening phase where a single decision maker
typically screens the venture (e.g., Block et al. 2019; Gompers et al. 2020), an under-
standing of the importance of different screening criteria used, and, in particular,
how and whether the importance is influenced by the decision maker’s individual
characteristics is crucial (e.g., Dimov and Shepherd 2005).

We tap into this research gap by exploring how VC investor’s education and expe-
rience influence the importance of different screening criteria. While prior research
argues that education provides the knowledge base as well as analytical and prob-
lem-solving skills, experience enables decision makers to focus on key dimensions
and ignore less important variables (Shepherd et al. 2003; Watson et al. 2003). For
example, an education in business has been associated with risk-averse behavior and
a stronger focus on financials (Carpenter et al. 2004; Slater and Dixon-Fowler 2010).
Besides, experience affects the ability to identify promising startups and detect
opportunistic behavior (Dimov and Shepherd 2005; Scarlata et al. 2016; Walske
and Zacharakis 2009; Zarutskie, 2010). However, it is an open question of how the
education and experience of the individual VC decision maker affect the screening
criteria to identify potential portfolio companies. Therefore, the following research
question is at the core of our study: How does the decision maker’s level and field of
education as well as his/her investment and entrepreneurial experience influence the
relative importance of different screening criteria while identifying potential portfo-
lio ventures?

Our study is exploratory because the effects of education and experience on the
relative importance of different screening criteria are not easy to predict. We develop
and conduct an experimental choice-based-conjoint (CBC) analysis that uses seven
screening criteria that are important in the screening phase of a potential VC invest-
ment (e.g., Block et al. 2019). Our sample comprises 564 individual VC investors.
The results identify revenue growth, value-added of the product or services, track
record of the management team, and international scalability as the most impor-
tant screening criteria. Profitability, the business model, and the current investors
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of the firm seem to be of lower importance. However, our results highlight that the
relative importance attributed to the different screening criteria is moderated by the
decision maker’s education and experience. Whereas the importance of international
scalability seems to increase with an increased level of education, the importance
of current profitability decreases. Regarding the field of education, our findings
indicate that decision makers with an engineering background prefer startups with
break even profitability and focus less on the management team. In contrast, those
with a natural science background are particularly interested in the value-added of
the product or service and those with a business education seem to value the ease
of international scalability less. Decision makers with a high degree of investment
experience value the track record of the management team particularly high while
decision makers with entrepreneurial experience seem to put more weight on the
international scalability of the business.

With these results, we contribute to the literature on how decision makers differ
in their assessment of ventures (e.g., Franke et al. 2008; Shepherd et al. 2003). We
show that the two individual human capital characteristics education and experience
of the decision maker can help to explain some of these differences. More specifi-
cally, we add to prior research on experience in the VC context by showing that the
prior investment and entrepreneurial experience of the decision maker affect the
importance of different screening criteria (Franke et al. 2008; Scarlata et al. 2016;
Shepherd et al. 2003; Walske and Zacharakis 2009; Zarutskie 2010). Furthermore,
we connect the literature on the consequences of the field of education (Ghoshal
2005; Hambrick and Mason 1984; Slater and Dixon-Fowler 2010) with the venture
screening context. And third, we contribute to the literature on the screening crite-
ria of risk capital investors (for recent studies see Block et al. 2021; Gompers et al.
2020; Hoenig and Henkel 2015; Hsu et al. 2014; Warnick et al. 2018) by investigat-
ing ventures in their growth and expansion stage where additional criteria become
available.

Our study is also of practical relevance. Our results inform entrepreneurial ven-
tures about which criteria matter for obtaining VC financing. In particular, rev-
enue growth, value-added of the product, and the management team seem to play
an important role in this regard. VC investors can use these results to benchmark
their screening criteria against the market. This study can also help them to iden-
tify potential biases regarding the screening criteria resulting from the education and
experience of their decision makers.

2 Theoretical background

2.1 Venture evaluation process and investor’s screening criteria

VC investors typically assess new venture proposals in a multistage evaluation pro-
cess (Gompers et al. 2020; Tyebjee and Bruno 1984). In the initial screening phase,
investors [who could be a senior partner, a junior partner, an associate, or a junior

analyst, depending on the size of the VC (Gompers et al. 2020)] aim to drastically
reduce the number of proposals and focus only on those proposals which match
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the VC’s broad screening criteria and preferences (Dimov et al. 2007; Franke et al.
2008). After overcoming this crucial hurdle, the investor typically invites the ven-
ture’s management team for a personal meeting to present the investment opportu-
nity to other members of the VC firm. If the members of the VC team are convinced
after this meeting, the investment proposal will typically be evaluated by (other)
partners of the VC firm before a formal process of due diligence is initiated (Petty
and Gruber 2011). If the venture passes this due diligence process, a decision to
invest is made (Gompers et al. 2020).

While Petty and Gruber (2011) find that around 20% of the venture proposals
make it through the screening phase, Gompers et al. (2020) state that around 99% of
venture proposals are already rejected in this phase. At this stage, only one individ-
ual member of the firm usually screens the venture (Gompers et al. 2020) and relies
on a relatively small set of decision criteria (Zacharakis and Meyer 1998). These
criteria change as the evaluation process progresses so that the decision criteria and
their respective weight differ by evaluation stage (Gompers et al. 2020; Kollmann
and Kuckertz 2010; Petty and Gruber 2011).

Numerous studies investigate the screening criteria of risk capital investors. We
summarize the main findings of this research in Table 1. In summary, the most
important screening criteria include the entrepreneur and the management team
(e.g., Franke et al. 2006, 2008; Warnick et al. 2018), product and service offerings
(e.g., Hoenig and Henkel 2015; Tyebjee and Bruno 1984), as well as the industry
and market environment (e.g., Kollmann and Kuckertz 2010; Bachher and Guild
1996). Financial criteria, including venture performance measures, have been found
to only play a minor role in the screening decision (e.g., MacMillan et al. 1987;
Muzyka et al. 1996; Tyebjee and Bruno 1984).

2.2 The influence of education and experience on venture capitalists’ decision
making

Prior research shows that decision makers’ human capital characteristics, such as
education and experience, directly affect their belief structures, attitudes, and, ulti-
mately, their decisions (e.g., Becker 1964; Hambrick and Mason 1984). More spe-
cifically, research shows that education and experience are important to develop
knowledge structures and rules which help individuals to make decisions and influ-
ence how they evaluate opportunities (Shane et al. 2003; Walsh 1995; Wood and
Williams 2014). Prior research typically distinguishes between level and field of
education as well as the amount and type of experience as determinants for decision
making.

2.2.1 Education and venture capital decision making

The level of education typically refers to the attained level of formal education as
indicator of an individual’s cognitive abilities (e.g., Hambrick and Mason 1984; Hitt
and Tyler 1991; Pelled 1996; Wiersema and Bantel 1992). Individuals are bound-
edly rational, and their ability to handle multiple and complex decision criteria is
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constrained by their cognitive abilities (March and Simon 1958). Higher levels of
education are also indicative of more abstract ways of thinking and problem-solving
skills (Gibbons and Johnston 1974; Wiersema and Bantel 1992). Also, higher levels
of education could result in more specialized and focused cognitive models (Hitt
and Tyler 1991). For example, individuals with a higher level of formal education
have higher awareness and receptiveness for innovation (Bantel and Jackson 1989;
Hambrick and Mason 1984; Wiersema and Bantel 1992). Notably, this difference
seems to be associated less with the specific knowledge or techniques learned during
formal education than with a more general ability to confront complex situations.

Focusing on the field of education, individuals with different educational back-
grounds develop different knowledge bases and have different skill sets (Gruber
et al. 2013; Unger et al. 2011). Hence, the field of study chosen reflects the personal-
ity and shapes the perspectives of an individual (Wiersema and Bantel 1992; Wool-
nough 1994). The acquired knowledge can either be more general or more specific
depending on the chosen subject (Dimov and Shepherd 2005; Zarutskie 2010). For
example, specific education in business schools might result in less innovative and
less risk-prone behavior (Ghoshal 2005; Slater and Dixon-Fowler 2010). The con-
sequence is that decision makers with such an education try to avoid big losses or
mistakes (Hambrick and Mason 1984) and focus more strongly on financials and
more specifically on profit maximization (Ghoshal 2005; Slater and Dixon-Fowler
2010). In the context of VC research, having an MBA might harm fund performance
(Zarutskie 2010). On the other hand, having an engineering or natural sciences
background has been argued to be more product-focused and task-related (Gruber
et al. 2013; Hambrick and Mason 1984; Wiersema and Bantel 1992). Furthermore, a
more general education, such as an education in humanities, results in a lower ability
to detect specific risks but, at the same time, helps to facilitate the integration and
accumulation of new knowledge (Dimov and Shepherd 2005; Gimeno et al. 1997;
Zarutskie 2010).

In summary, prior literature shows that both the level and field of education influ-
ence decision makers’ cognitive abilities and knowledge structures and hence, influ-
ence their decision making behavior.

2.2.2 Experience and venture capital decision making

A large amount of prior research investigates the influence of experience on decision
making behavior (e.g., Bonner 1990; Gibbons and Waldman 2004; Reuber 1997).
This research finds that experience shapes decision makers’ risk-taking behavior by
affecting their use of heuristics and mental shortcuts but also triggers biases such
as overconfidence (Parhankangas and Hellstrom 2007; Shepherd et al. 2003; Sitkin
and Pablo 1992). In particular, task-specific experience provides tacit knowledge,
domain familiarity, and the skill-set to make evaluated decisions and achieve higher
performance (Dimov and Shepherd 2005; Gibbons and Waldman 2004; McEnrue
1988; Reuber 1997).

In the context of VCs, investment experience helps investors to develop an accu-
rate perception of risk, return, and investment opportunities (Dimov and Shepherd
2005; Scarlata et al. 2016; Walske and Zacharakis 2009; Zarutskie 2010). With an
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34 A. Moritz et al.

increased investment experience, they become more secure in their ability to make
decisions on portfolio companies (MacMillan et al. 1987; Shepherd et al. 2003). In
this context, Franke et al. (2008) show that novice and experienced VC decision
makers differ in their evaluation of ventures’ team characteristics.

Task-specific experience in the context of VCs can also be related to a decision
maker’s experience as an entrepreneur. Prior research argues that entrepreneurial
experience shapes an individual’s cognitive models and opportunity recognition
behavior (Baron and Ensley 2006; Delmar and Shane 2006). More specifically, prior
entrepreneurial experience affects the evaluation of entrepreneurial opportunities
such as newness or profitability (Baron and Ensley 2006; Shane et al. 2003). Hence,
VC decision makers with own entrepreneurial experience have been argued to eval-
uate startups differently than VC decision makers without this specific experience
(Zarutskie 2010). Also, prior research shows that entrepreneurial experience affects
the ability to identify promising startups (Walske and Zacharakis 2009; Zarutskie
2010) and to detect opportunistic behavior (Scarlata and Alemany 2009; Walske and
Zacharakis 2009).

In summary, while education provides the knowledge base as well as analyti-
cal and problem-solving skills, task-specific experience enables decision makers
to focus on key dimensions and ignore less important variables (Shepherd et al.
2003; Watson et al. 2003). By combining education and experience in their cogni-
tive structure, decision makers create schemata that enable them to form an opinion
(Franke et al. 2008; Matlin 2005). Based on these results, we expect that decision
makers’ level and field of education as well as their investment and entrepreneurial
experience shape their schemata and influence their evaluation of different screening
criteria.

3 Method, data, and variables
3.1 Identifying screening criteria through prior literature and expert interviews

To identify a list of screening criteria used by VC investors, we first derived a list of
possible criteria from prior research. We then conducted 19 expert interviews with
risk capital investors from Europe and North America to identify their most relevant
investment criteria. The interviews were transcribed and coded by two researchers to
identify the most relevant criteria, which formed the basis of the conjoint study. We
triangulated the findings from the interviews with archival data such as the inves-
tor’s websites and with informal expert interviews.

Table 2 reports the most frequently mentioned criteria used by risk capital inves-
tors in their initial screening of ventures and their operationalization in our conjoint
study. These criteria are (1) revenue growth, (2) profitability, (3) track record of
management team, (4) current investors, (5) business model, (6) value-added of the
product or service, and (7) international scalability.
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3.2 Type of conjoint study and experimental design

To evaluate the importance attached to the different screening criteria, we conducted
a quantitative conjoint study. Our experimental approach and the main dataset used
are the same as described in Block et al. (2019). Yet, the research question, sample,
and analysis of this study differ substantially.

We use a choice-based-conjoint (CBC) analysis, in which the participants are pre-
sented with two ventures and are asked to select the one venture that better matches
their investment preferences. We chose a CBC approach because market participants
come to a discrete decision (“yes” or “no”; “go further” or “reject”) within their
actual screening activities to decide which ventures to investigate further and which
to eliminate (Boocock and Woods 1997; Fried and Hisrich 1994; Tyebjee and Bruno
1984).

To enable a holistic assessment of the proposed ventures by our respondents, our
CBC presents all attributes from Table 2. Because the number of possible attribute
combinations would create too many choice tasks that could not be handled by the
participants, we use a reduced conjoint design (Chrzan and Orme 2000; Kuhfeld
et al. 1994). The reduced conjoint design was used to create 800 different experi-
mental designs, from which the participants had to complete 13 random choice
tasks. For each task, participants must decide which of the alternative ventures pre-
sented they prefer. Additionally, each participant was asked to complete two fixed
choice tasks. The two fixed tasks are identical for all participants and do not rely on
an experimental design in order to test the retest reliability of participants.

Research indicates that participants in a conjoint experiment should not be
exposed to more than 20 choice tasks (Johnson and Orme 1996). A pretest with four
researchers and four investors revealed that 13 random and 2 fixed choice tasks con-
stitute an adequate length. The pretesters also confirmed our selection of criteria and
the particular scales to be an appropriate portrayal of screening decisions.

To avoid biases through order effects, which may occur in conjoint studies, we
randomized the order of the choice tasks and the order of options within each task
(i.e., the order of the attributes). Although the order of tasks and options is rand-
omized between participants, it is consistent for each individual.

3.3 Choice tasks and survey on the characteristics of the decision maker

The set of choice tasks presented to each respondent was prefaced by a short
description, which clarified that every venture presented is supposed to match the
investor’s geographical, industrial, and investment size preferences. The description
also clarified that the target ventures are in later stages. That is, the target ventures
have passed the start-up stage and are not yet in a maturity or bridge stage. Instead,
the ventures are in a stage of early growth or expansion. We further clarified that the
ventures already have market traction, a validated business model, multiple paying
customers, growth in sales and customers, and multiple employees. Additionally, we
described the ventures that participants could choose from as all being active in the
same industry and as having the same level of revenues. This keeps the variables
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constant across participants. The introductory slide is displayed in Fig. 5 (Appen-
dix). Then, participants were told that they would be confronted with two different
ventures from which they should choose the one that best matches their investment
preferences. The two ventures are described in terms of the identified screening cri-
teria (“attributes”) and only differ from each other in the respective specification of
these criteria (“attribute levels”).

We conducted a pretest with four investors and four scientists to check the face
validity of the attributes and the attribute levels as well as the complexity of the
choice task. Figure 6 (Appendix) shows an example of a choice task that the partici-
pants were confronted with.

After completing the choice tasks, participants were asked to complete a survey
about the characteristics of the decision maker and the investment company. The
survey collected detailed information on the level and field of education, entrepre-
neurial experience, and investment experience of the decision maker.'

3.4 Variables
3.4.1 Conjoint experiment variables

To assess the attributes’ importance, we construct a dummy variable for each attrib-
ute level that takes a value of “1” if the respective attribute level is shown as a char-
acteristic of the particular venture. For example, if in a choice task a venture’s profit-
ability is stated to be “break even”, the dummy variable “Profitability: break even”
takes a value of “1” while the other variables of this attribute (i.e., “Profitability:
profitable” and “Profitability: not profitable”) both take a value of “0”.

Our dependent variable “preference of the decision maker” determines whether
a venture was selected by the respondent or not. The variable takes a value of “1” if
the investor prefers the venture that is shown and “0” if s/he chooses the alternative
venture. This allows us to perform logistic regressions that assess whether certain
attribute levels increase or decrease the probability that a venture is selected by an
investor.

3.4.2 Education, entrepreneurial experience, and investment experience variables

To measure the level of education, participants indicated their highest formal edu-
cational degree. We constructed three dummy variables that represent each level of
education: “Bachelor’s degree”, “Master’s degree or MBA”, and “PhD or doctoral
degree”. Participants were further asked to indicate their main field of study, which
we used to construct dummy variables to distinguish the respondents’ educational
background. Hence, the variables “Business”, “Natural science” and “Engineering”
take a value of “1” if the respondent has been educated solely in the respective field
and a “0” otherwise.

! The survey is available from the corresponding author upon request.
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To capture the investors’ entrepreneurial experience, we asked the participants
if they have started their own company and, if yes, how many companies they have
founded. We created two dummy variables with this information. The variable
“Entrepreneur” takes a value of “1” if the investor started at least one company and
“0” otherwise. The variable “Serial entrepreneur” takes a value of “1” if the investor
stated to have founded more than one company and “0” if she/he has founded only
one company or no company at all. Finally, we distinguish between experienced and
inexperienced investors by asking how many years they have worked as investors.
The variable “Investment experience high” takes a value of “1” if the investor stated
to have worked as an investor for eight years or more, and “0” for less than eight
years. Eight years is the median experience in our sample.

3.5 Sample

We collected information on potential investors from Pitchbook at the beginning
of 2016. Pitchbook is one of the most comprehensive VC databases and provided
15,600 addresses of individual decision makers who had invested in ventures in the
growth or expansion stage at least once in the past. The participants were invited
via email to participate in our conjoint experiment. We sent three reminders over
five months and the data collection concluded at the end of 2016. We used a two-
fold approach to ensure the participation of only those decision makers who have
experience in growth venture financing. First, Pitchbook offers the ability to filter for
investors that have done deals in certain stages. Hence, we only contacted decision
makers that were involved in at least one venture financing deal in the last ten years
since 2016 that was classified as series A, B, C, D, or expansion. Second, the invi-
tation mail to our conjoint experiment asked decision makers to only participate if
they have experience in later-stage venture financing. To make our understanding of
the ventures as transparent as possible to respondents, we included an introductory
slide outlining our understanding of later-stage ventures (Fig. 5, Appendix).

In total, 749 individuals participated in our conjoint experiment accounting for
19,474 recorded decisions (response rate =6.24%). Because the respondents were
told that the presented ventures in the choice tasks match their usual geographical,
industrial, and investment size preferences, the experiment bears the danger that the
investors evaluate the ventures differently, based on their industry focus. To decrease
this problem, our analyses use a more homogeneous subsample. First, we only
include investors that are exclusively active in IT-related industries such as “Soft-
ware & services”, “IT infrastructure or systems”, or “E-Commerce”. Investors that
invest, for example, in “Biotech” or “Consumer products” are excluded (N=188).
In addition, we exclude investors working for corporate venture capital funds, lev-
eraged buyout funds, family offices, business angels, and debt funds (N=160)
because different types of investors follow distinctive investment strategies (Block
et al. 2019). Furthermore, because we focus on investors that have experience in
later stage investments, all investors that stated to exclusively invest in seed and/
or early stages were excluded (N=157). To ensure that the sample contains only
investors with a formal education in a certain field, we excluded those participants
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Table 3 Descriptive statistics

Variable Percentages

Demographic variables related to the decision maker

Male 90

Age
<25 years 3
25-35 years 33
35-44 years 24
45-54 years 29
55-64 years 8
> 64 years 3

Education and investment experience of the decision maker

Level of education (highest formal degree)

Bachelor degree 24
Master degree or MBA 67
PhD or doctoral degree 8

Field of education
Business/economics 62
Natural science

Engineering
Multiple fields of education 22
Investment experience Mean: 11 years.; Std. dev.: 8.0
years.; Min.:1 year.; Max: 41
years
Current position
Partner/CEO 49
Director/principal 17
Investment manager 15
Analyst 19
Type of investor/investment company
Growth equity fund 51
Venture capital (VC) 49
Location headquarter
Asia 5
Europe 49
North America 29
South America 1
Oceania and others 15

N =229 decision makers

whose highest educational degree is below a bachelor’s degree (N=3). In the last
step, we dropped those investors whose field of education could not be identified
clearly (N=12). Our final sample consists of 229 investors and 5954 decisions. On
average, each choice task took the participants 21 s to complete.
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Table 3 provides a descriptive overview of our sample. The majority of the par-
ticipants are male (90%) and between 35 and 54 years old (53%). Regarding par-
ticipants’ level of formal education, 24% have a bachelor’s degree, while 67% have
a master’s degree or an MBA. The remaining 8% hold a PhD or a doctoral degree.
The majority of respondents have an educational background exclusively in business
or economics (62%). 7% have a background exclusively in natural sciences and 9%
exclusively in engineering. The remaining 22% received an education in multiple
fields (e.g., in business/economics and engineering). The average investment experi-
ence is 11 years. Regarding the current position within the investment firm, most
respondents in our sample are partners or CEOs (49%). About 17% are currently
employed as directors or principals, 19% as analysts, and 15% as investment manag-
ers. 49% of the participants are working for independent VCs and 51% are working
for growth equity funds. Concerning the geographical distribution of decision mak-
ers, the largest group indicated to have their headquarter in Europe (49%), followed
by North America (29%). The remaining investors are headquartered in Asia (5%),
South America (1%), Oceania or another region (15%).

We find no evidence of a late-response or non-response bias with regard to impor-
tant descriptive variables (e.g., age, position in the firm). In addition, the two fixed
tasks were used to test the retest reliability of participants’ choices in the study. By
assessing the ability of the 13 random choice tasks to predict the two fixed choice
tasks, a proxy for this retest reliability can be estimated. This leads to a 79% accu-
racy rate, which is in line with prior studies (Shepherd 1999b).

4 Results

We analyze the importance of the screening criteria by employing a logit model.
This approach allows us to initially assess the relative importance of all criteria and
of several subsamples that display the importance of the criteria for certain groups
such as investors with a bachelor’s degree or with an education solely in engineering.

The screening decision made by participants (1 =chosen; 0 =not chosen) defines
the dependent variable. We use different attribute levels as independent variables.
Because our observations are hierarchically structured and nested within the indi-
viduals (multiple decisions are made by one individual, therefore the observations
are not completely independent), we use multilevel regressions (Aguinis et al. 2013).

The results in Table 4 show the main effects in the full sample. The model dem-
onstrates that all attribute levels significantly influence the decision of the investor
(p<0.01) except for the criterion current investor: external investors—unfamiliar to
you. The log odds of 1.918 in the full sample model indicate that revenue growth is
the most important criterion for the overall sample, followed by the value-added of
the product or service (log odds =1.495), the track record of the management team
(log odds=1.125), the international scalability (log odds=0.940), the profitability
(log 0dds =0.876), the business model (log odds=0.661) and the current investor
(log odds=0.485). To investigate the influence of education and experience, the
results of the subsamples are further described in Sects. 4.1 and 4.2.

@ Springer



42

A. Moritz et al.

Table 4 Main effects: full
sample

Sample Full sample
Variables Coef. (SE)
Profitability: break even 0.542 (0.864)%***

Profitability: profitable
(reference group: not profitable)
Revenue growth: 20%
Revenue growth: 50%
Revenue growth: 100%
(reference group: 10%)
Management team: some team members
Management team: all team members
(reference group: no team member)
Current investor: ext. investors—unfamiliar
Current investor: ext. investors—tier 1
(reference group: no external investor)
Business model: innovation-centered
Business model: lock-in
Business model: complentary
(reference group: low cost)
Value-added of product/service: medium
Value-added of product/service: high
(reference group: low)
International scalability: moderate
International scalability: easy
(reference group: difficult)
N (observations)

N (number of groups)

0.876 (0.103)***

0.615 (0.094)%*
1.431 (0.107)%++*
1.918 (0.113)%++*

0.793 (0.090)***
1.125 (0.097)***

0.082 (0.085)
0.485 (0.093)***

0.565 (0.095)***
0.661 (0.097)***
0.253 (0.096)***

0.893 (0.086)%+*
1.495 (0.102)%++

0.554 (0.081)***
0.940 (0.090)***

5954
229

We use logistic regressions with the dependent variable “preference
of the decision maker” which takes a value of “1” if the respective
venture was selected by the investor and “0” if the venture was not

selected

Standard errors (SE) are reported as robust standard errors that are
clustered on the individual respondents’ level. Significance levels are

denoted by asterisks, ***0.1%, **1%, and *5%

4.1 Effects of investor education on selection criteria importance

We split our full sample into six subsamples, distinguishing between the level of
education (Bachelor, Master, PhD) and field of education (Business, Natural Sci-
ence, Engineering). The full results for each model are displayed in the Appendix
(Table 7). To facilitate interpretation, we calculate the relative importance of the
different attributes for each subsample and introduce those in Figs. 1 and 2. Fig-
ure 1 shows the relative importance for each attribute separated into subsamples
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%
27.74%

Revenue growth A 25.73%
20.22%
19.93%
i 21.52%
Value-added of product or service 2 19.02%
21.10%
15.00%
9
Track record of the team 77 777, 7, 13)25/D1 16.17%
12.01%
12.53% M Full sample
o ) 7.48%
International scalability 2 13.67% Bachelor
17.33%
@ Master
Profitability 8PhD
Business model
13.67%
I 6.47%
Current investors 5.62‘“/34%
11.30%
0% 5% 10% 15% 20% 25% 30%

Relative importance (proportion of total utility explained)

Fig. 1 Relative importance of attributes: Level of education. Calculated based on the coefficients of the
main models (Tables 4, 7). Reading example: With a relative importance of 27.74%, investors with a
bachelor’s degree consider revenue growth to be more than four times as important as the criterion cur-
rent investors (relative importance: 6.54%). This value also signifies that the criterion revenue growth
accounts for 27.74% of the decision maker’s total utility

[T 25.57%

Revenue growth

Value-added of product or service 777777777 777777777777

T 15.00%
7.689%

Track record of the management team 772 9?09%

15.69%
(TN 12.53% mFull sample
; . 17.47%
International sealability 77 777777777777777777777777 13.58% : @ Engineering
EEEEE 10.52%

% £ Natural Science

14.41% B Business

Profitability
12.46%
[T 8.81%
o
Business model 5%
8.97%
[T 6.47%
Current investor 2425
: (L2772 77777777) 6.59%
ARERE B8 7.00%
0% 5% 10% 15% 20% 25% 30% 35%

Relative importance (proportion of total utility explained)

Fig.2 Relative importance of attributes: Field of education. Calculated based on the coefficients of the
main model (Tables 4, 7). Reading example: With a relative importance of 29.95%, engineers consider
revenue growth to be more than three times as important as the criterion business model (relative impor-
tance: 9.49%). This value also signifies that the criterion revenue growth accounts for 29.95% of the deci-
sion maker’s total utility
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depending on the investors’ level of education. Additionally, we incorporate the
attributes’ relative importance of the full sample for reference.

The graphical illustration unveils certain patterns. First, an increasing level
of education seems to decrease the importance of revenue growth and profitabil-
ity. While investors with a bachelor’s degree attribute more than a quarter of the
explained utility to the venture’s revenue growth (27.74%), the importance drops to
25.73% for investors with a master’s degree and 20.22% for investors with a PhD.
This effect seems to be even stronger for the venture’s profitability. Investors hold-
ing a bachelor’s degree attribute 13.84% of the explained utility to profitability. For
investors holding a master’s degree, the importance drops to 11.85%, and investors
with a PhD attribute only 4.37% of the explained utility to profitability, making it
their least important criterion. The opposite effect is found for the attribute inter-
national scalability, where a higher level of education seems to increase the impor-
tance. While investors holding a bachelor’s degree attribute 7.48% of the relative
importance to the international scalability, the importance almost doubles for inves-
tors with a master’s degree (13.67%) and takes a value of 17.33% for investors with
a PhD.

Figure 2 shows the relative importance of the attributes while distinguishing
between the investors’ field of education. First, Fig. 2 shows that the venture’s rev-
enue growth is the most important criterion for investors solely educated in engi-
neering (29.95%) and investors solely educated in business (24.01%). With a relative
importance of 27.72%, the value-added of the product or service is slightly more
important than the revenue growth (26.43%) to investors solely educated in natural
sciences. Notably, engineers (7.68%) and natural scientists (9.09%) rank the impor-
tance of the management team relatively low, compared to investors with a pure
business background (15.69%). With a relative importance of 17.47%, engineers
attribute more importance to a venture’s capability to scale internationally, whereas
the importance of international scalability is lower for natural scientists (13.58%)
and investors with a background in business (10.82%). Additionally, we find that
investors with a background in engineering attribute a very low importance to the
current investors (2.42%), compared to natural scientists (6.59%) and investors
with a business background (7.09%). Nevertheless, as shown in Table 4, the current
investors do not seem to have a significant effect on the investors’ decision.

To show that the differences we find in the main effects are robust and statisti-
cally significant, we then include interaction effects in our models. All attribute level
dummies in Table 5 include interactions with the dummy variable indicated on top
of the columns, comparing certain investors with the remaining sample.

Model (1) in Table 5 shows the difference between investors that hold a bach-
elor’s degree and all other investors. In line with our main effects, we find that inves-
tors with a comparably low level of education attribute significantly less importance
to an easy international scalability. While we cannot find significant differences in
Model (2) (investors holding a master’s degree), Model (3) shows that investors
holding a PhD attribute significantly less importance to the profitability of the ven-
ture. Furthermore, the interaction models show that investors with a PhD attribute
significantly more importance to innovation-centered business models compared to
investors without a PhD.
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Fig. 3 Relative importance of attributes: Entrepreneurial experience. Calculated based on the coefficients
of the main model (Tables 4, 8). Reading example: With a relative importance of 23.37%, entrepreneurs
consider revenue growth to be more than three times as important as the criterion current investors (rela-
tive importance: 7.21%). This value also signifies that the criterion revenue growth accounts for 23.37%
of the decision maker’s total utility

With regard to the field of education, we find that investors who have an education
solely in business or economics attribute significantly less importance to the ease of
the venture’s international scalability. Furthermore, the interaction effects confirm
that investors who have an education solely in natural sciences rate the value-added
of the product or service significantly higher than all other investors. In addition, we
find that investors who have solely been educated in engineering put a significantly
lower importance on the track record of the venture’s management team compared
to all other investors. Additionally, investors with an engineering background put
significantly more importance on the medium level of profitability, which is break
even, and not that much importance to the highest level of profitability.

4.2 Effects of investor experience on selection criteria importance

Similar to Sect. 4.1, we calculate the main effects with regard to the investors’ expe-
rience for subsamples distinguishing between investors with entrepreneurial and
investment experience. The results are shown in the Appendix (Table 8). We illus-
trate the results in Figs. 3 and 4, which show the relative importance of the different
attributes for the different types of experience.

Figure 3 shows the relative importance of the venture’s attributes with regard
to the investors’ entrepreneurial experience. While the relative importance for
most attributes seems to be relatively similar to the full sample, we find that the
value-added of the product or service (entrepreneur=20.78%; serial entrepre-
neur=21.52%) and the venture’s international scalability (entrepreneur=15.29%;
serial entrepreneur=17.64%) become more important with more entrepreneurial
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Fig. 4 Relative importance of attributes: Investment experience. Calculated based on the coefficients of
the main model (Tables 4, 8). Reading example: With a relative importance of 24.94%, investors with
low investment experience consider revenue growth to be more than four times as important as the cri-
terion current investors (relative importance: 5.31%). This value also signifies that the criterion revenue
growth accounts for 24.94% of the decision maker’s total utility

experience. Conversely, the importance of the management team (entrepre-
neur=14.82%; serial entrepreneur=13.54%) and the business model (entrepre-
neur =7.10%; serial entrepreneur =5.18%) decreases with increasing entrepreneurial
experience.

Figure 4 illustrates the relative importance and distinguishes investors with low
(i.e., less than 8 years) and high (i.e., 8 or more years) levels of investment experi-
ence. It is noticeable that less experienced investors attribute more importance to
the venture’s value-added of the product or service (21.03%; investment experience
high=18.98%), profitability (12.53%; investment experience high=10.87%), and
business model (12.09%; investment experience high=6.00%). On the other hand,
investors with a high degree of investment experience put more importance on the
management team (17.31%; investment experience low =12.38%), the international
scalability (13.42%; investment experience low =11.71%), and the current investors
(7.44%; investment experience low=>5.31%). The importance of revenue growth
barely differs between less experienced (24.95%) and more experienced investors
(25.98%).

To assess whether the differences we unveiled in the previous paragraphs are
robust and statistically significant, we use interaction effects with dummy variables
related to investor experience. The results are shown in Table 6. Model (1) focuses
on entrepreneurial experience (i.e., whether the investor has founded at least one
company or not). The significant positive effect for an easy international scalability
highlights that investors with previous entrepreneurial experience put significantly
more importance on the venture’s internationalization possibilities than investors
without entrepreneurial experience. Model (2) focuses on serial entrepreneurs.
Here, we find that investors with more entrepreneurial experience attach even more
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Table 6 Interaction effects: experience

Model

Sample

Interactions

1

Entrepreneur vs. rest

Coef. (SE)

(@)

Serial entrepeneur vs. rest

Coef. (SE)

3

Investment
experience high
Vvs. rest

Coef. (SE)

Profitability: break even
Profitability: profitable
(reference group: not profitable)
Revenue growth: 20%
Revenue growth: 50%
Revenue growth: 100%
(reference group: 10%)

Management team: some team
members

Management team: all team
members

(reference group: no team member)

Current investor: external inves-
tors—unfamiliar

Current investor: external inves-
tors—tier 1

0.048 (0.159)
—0.028 (0.192)

—0.366 (0.164)%*
—0.145 (0.188)
—0.266 (0.197)

0.038 (0.167)

—0.001 (0.175)

—0.067 (0.159)

0.123 (0.171)

(reference group: no external investor)

Business model: innovation-
centered

Business model: lock-in
Business model: complementary
(reference group: low cost)

Value-added of product/service:
medium

Value-added of product/service:
high
(reference group: low)

International scalability: moder-
ate

International scalability: easy
(reference group: difficult)
N (decisions)

N (decision makers)

—0.092 (0.176)

—0.223 (0.183)
—0.159 (0.194)

0.094 (0.158)

0.151 (0.188)

0.106 (0.159)

0.428 (0.177)**

5954
229

0.109 (0.190)
—0.029 (0.214)

—0.239 (0.187)
—0.374 (0.206)
—0.111 (0.221)

0.006 (0.192)

—0.100 (0.210)

0.026 (0.198)

0.107 (0.205)

—0.187 (0.193)

—0.306 (0.190)
—0.238 (0.221)

0.005 (0.191)

0.171 (0.252)

0.164 (0.177)

0.569 (0.205)**

5954
229

—0.293 (0.159)*
—0.115 (0.195)

0.182 (0.169)
0.115 (0.190)
0.071 (0.198)

0.217 (0.165)

0.376 (0.173)**

0.080 (0.163)

0.184 (0.172)

—0.317 (0.180)*

—0.430 (0.184)**
—0.188 (0.192)

—0.120 (0.155)

—0.164 (0.183)

0.105 (0.160)

0.141 (0.179)

5954
229

We use logistic regressions with the dependent variable “preference of the decision maker” which takes a
value of “1” if the respective venture was selected by the investor and “0” if the venture was not selected.
We include interaction effects with dummy variables for each attribute, depending on the variable indi-
cated on top of the columns. For example, in Model (1), each attribute level is interacted with the dummy
variable “Entrepreneur”, which takes a value of “1”, if the investors has started at least one company and
“0”, vice versa

Standard errors (SE) are reported as robust standard errors that are clustered on the individual respond-
ents’ level. Significance levels are denoted by asterisks, ***0.1%, **1%, and *5%
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importance to an easy international scalability of the venture compared to the rest
of the sample. Finally, we interact the attribute levels with the dummy variable
investment experience. We find that more experienced investors are significantly
less interested in innovation-centered and lock-in business models. However, more
investment experience leads to a higher attribution of importance to the track record
of the venture’s management team.

5 Discussion and implications

We investigate the relative importance of seven different screening criteria of VC
investors and how the value attributed to these criteria is influenced by their educa-
tion and experience. Overall, we find that the most important screening criteria of
VCs are revenue growth, value-added of the product or service, the track record
of the management team, and international scalability. Criteria such as profitabil-
ity, the business model, and current investors are of comparably lower importance.
However, the value attributed to these different criteria is influenced by the decision
makers’ level and field of education as well as their investment and entrepreneurial
experience. This finding is in line with prior research which argues that education
and experience develop an individual’s knowledge structure and influence how they
evaluate opportunities (Walsh 1995; Wood and Williams 2014).

5.1 Education

Our results indicate that the importance attributed to the international scalability of
a venture’s business and its current profitability depend on the level of education
of a decision maker. Prior research finds that the international expansion for new
ventures is an important step to exploit growth opportunities and with that, real-
ize performance advantages and increase profitability (Fernhaber et al. 2007; Lu
and Beamish 2001; McDougall and Oviatt 1996; Oviatt and McDougall 2005). Our
results suggest, that a higher level of education increases the awareness of decision
makers regarding international scalability as an indicator of the potential of a ven-
ture’s business idea. Furthermore, the relative importance of profitability decreases
with an increased level of education. This result indicates that decision makers with
a higher level of education seem to emphasize the future potential of the venture
instead of its current financial situation. Besides, decision makers with a higher level
of education seem to prefer innovation-centered business models. This is in line with
prior research arguing that a higher level of education leads to higher awareness and
receptiveness for innovation (Bantel and Jackson 1989; Hambrick and Mason 1984;
Wiersema and Bantel 1992).

Regarding the field of education, our results show that VC decision makers
with different educational backgrounds seem to have a different perspective on the
screening criteria. While our results confirm prior findings that decision makers
with a natural science background are more focused on the product (Gruber et al.
2013; Hambrick and Mason 1984), we show that this does not seem to be the case
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for engineers. Engineers seem to attach a higher value to ventures whose profitabil-
ity already reached the break even point. This could be understood as an indica-
tor for initial market success, a competitive advantage, effective management, and,
eventually, firm survival (Davidsson et al. 2009; Delmar et al. 2013). In contrast to
prior research, which argues that a business education results in a stronger focus on
profit-maximization (Ghoshal 2005; Slater and Dixon-Fowler 2010), we could not
find any evidence supporting this argument. This result might be related to the spe-
cifics of the VC industry, where one of the main tasks of a VC is to identify promis-
ing ventures which have a high future success potential and that financials at this
stage are of lower importance. However, in light of this, it is surprising that deci-
sion makers with a business education place comparably less value on the ease of
the international scalability of the business model as a potential indicator for future
growth opportunities of the venture (Lu and Beamish 2001; McDougall and Oviatt
1996). These results add to prior research investigating the consequences of different
fields of education (Gruber et al. 2013; Slater and Dixon-Fowler 2010; Wiersema
and Bantel 1992), specifically in the venture financing context (Dimov and Shepherd
2005; Zarutskie 2010).

5.2 Experience

Furthermore, our study indicates that decision makers with prior entrepreneurial
experience seem to put more weight on the international scalability of a business
model. Prior research argued that experience as an entrepreneur affects the evalu-
ation of entrepreneurial opportunities and increases the ability to detect promising
ventures (Baron and Ensley 2006; Dimov and Shepherd 2005; Walske and Zachara-
kis 2009; Zarutskie 2010). Based on this argument, international scalability seems
to indicate the future success potential of a venture (Fernhaber et al. 2007; Lu and
Beamish 2001; McDougall and Oviatt 1996; Oviatt and McDougall 2005). This
argument is reinforced by our finding that more experienced entrepreneurs put even
more weight on this criterion.

Decision makers with prior investment experience seem to focus strongly on the
track record of the management team. This finding is particularly interesting in light
of the ongoing jockey versus horse debate (Block et al. 2019; Kaplan et al. 2009;
Macmillan et al. 1985; Mitteness et al. 2012). Prior research investigates which
criteria are more important for private equity investors—the management team
(jockey) or product- and market-related aspects (horse)—with conflicting results
(Kaplan et al. 2009; Mitteness et al. 2012; Petty and Gruber 2011). Mitteness et al.
(2012) argue that these conflicting results may be a function of the stage of the fund-
ing process. Our study adds to this debate by showing that some of these differ-
ences might also be explained by the prior experience of the decision maker. Since
task-specific experience has been found to help investors to develop an accurate per-
ception of risk, return, and investment opportunities (Dimov and Shepherd 2005;
Walske and Zacharakis 2009; Zarutskie 2010), it could be argued that experienced
investors understand the track record of the management team as a positive indicator
of a venture’s success potential.

@ Springer



52 A. Moritz et al.

Overall, our study adds to prior research on the importance of the human capital
characteristics education and experience on decision making behavior (Hambrick
and Mason 1984; Slater and Dixon-Fowler 2010), particularly in the VC context
(Franke et al. 2008; Shepherd et al. 2003; Watson et al. 2003). Furthermore, we con-
tribute to the literature on the screening criteria of risk capital investors (for recent
studies see Gompers et al. 2020; Hoenig and Henkel 2015; Hsu et al. 2014; Warnick
et al. 2018). This literature has thus far focused primarily on early-stage ventures.
We extend this line of research by investigating ventures in their growth and expan-
sion stage where additional criteria such as venture performance measures (i.e.,
profitability and revenue growth) become available.

5.3 Practical implications

Our empirical insights are of particular importance for entrepreneurs seeking ven-
ture capital because they can provide guidance on the most relevant attributes risk
capital investors are going to evaluate. Typically, the first screening requires only
a few minutes, and only a small number of ventures pass this stage of evaluation
(Gompers et al. 2020; Petty and Gruber 2011). We find that investors seem to pre-
fer ventures with high revenue growth, high value-added of the product or service,
and those in which team members have a relevant management track record. Hence,
ventures seeking financing should highlight these aspects in their investment appli-
cation. However, ventures should be aware that the importance of different screening
criteria is influenced by the decision maker’s education and experience. Our results
suggest that ventures should try to obtain information about the background of the
VC decision makers before applying. This could help them to highlight the relevant
criteria and make the application more target-oriented which could increase their
chances of success of entering the next round in the VC process.

Also, risk capital investors can use these results to better understand their own
investment decisions and benchmark them to the market. Furthermore, our results
demonstrate that the human capital characteristics education and experience, affect
their selection decision and hence, the selection of target ventures finally considered
for investment. This information provides a deeper understanding of whether those
making decisions for the investors act in line with the investors’ overall investment
philosophy and their business strategy.

6 Limitations, future research, and conclusion
6.1 Limitations and future research

This study is not without limitations, some of which relate to the conjoint approach
used in our study. Early research on the assessment criteria of risk capital inves-
tors used mainly qualitative interviews and post hoc questionnaires (MacMillan
et al. 1985, 1987; Tyebjee and Bruno 1984). This research was criticized for suf-
fering from post hoc and self-report bias. Moreover, the respondents were typically
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asked to evaluate the respective criteria in isolation and were not forced to trade-off
criteria against each other. The use of conjoint experiments has been advocated to
overcome these shortcomings. However, the conjoint method also has its drawbacks.
For example, it presents only hypothetical ventures to investors. Many other poten-
tial effects, such as the appearance of the business plan and the way the opportu-
nity entered the deal flow of the investor are not measured. Relatedly, the conjoint
method implicitly assumes that decision makers possess information on all different
criteria assessed. In reality, however, not all of this information may be available for
every venture that enters the screening process of investors.

Additionally, the seven criteria used in our conjoint study only represent a selec-
tion of criteria that is based on prior literature and interviews. We were not able to test
the effects of various other decision criteria named in our interviews (e.g., intellectual
property protection, competition in the market, or valuation of the venture). To reduce
the risk of omitting important screening criteria, we checked with our interview part-
ners that those criteria in our study were really the most important ones. Also, our
conjoint analysis implicitly assumes that decision makers apply a fully compensatory
model when evaluating ventures (i.e., they weigh all seven possible criteria in their
decision making process). However, research by Maxwell et al. (2011) indicates that
this may not always be the case: business angels use a short cut decision heuristic
where less criteria are used and are only evaluated as to whether they are above a
threshold value and use an “elimination-by-aspects” heuristic to trim the evaluation
set to a more manageable size for further analysis. In addition, our CBC approach
sometimes made it difficult for participants to choose between two ventures. As an
alternative, we could have used a rating-based conjoint approach which allows partic-
ipants to rate two ventures equally high. Finally, although we reduced our sample to
a more homogeneous subsample in our analysis, we cannot completely rule out that
different decision makers from different industries interpret one and the same venture
description and venture criterion differently. Future research could address this issue
by having a stronger industry focus (e.g., Biotech, Cleantech).

Our study also has limitations with regard to the generalizability of the results.
As we focus only on the screening phase, no direct conclusions about the criteria for
final investment decisions can be made. Future research could investigate, how the
influence of education and experience and thus, the focus on specific screening cri-
teria, affects the final investment decision and ultimately the success of the venture.
Related to this, prior research finds that decision criteria vary depending on the stage
within the VC evaluation process (Gompers et al. 2016; Petty and Gruber 2011).
We propose that some of these differences might be explained by the education and
experience of the decision maker as different individual profiles are required in these
different stages. Hence, future research should investigate the influence of human
capital characteristics such as education and experience in the different stages on the
VC evaluation process.

Our analyses also showed that investors, depending on their education or experi-
ence, differ only in some criteria. This might indicate, that the evaluation of certain
criteria, especially the criterion revenue growth, is very stable across all groups,
independent from education or experience. However, it needs to be considered, that
we only include two types of experience, namely investment and entrepreneurial
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experience, in our study. Other types of experience such as firm-specific or man-
agement experience could also affect the evaluation of different screening criteria.
Furthermore, we do not ask about the quality of the decision maker’s experience. It
could be argued that failure experience in prior investment decisions or as an entre-
preneur can have a very different effect on venture screening than success experi-
ence. Hence, we would recommend future studies to include additional types of
experience as well as measures regarding the quality of the experience.

Our study also does not allow for conclusions about the quality of risk capital
investors’ screening. Making a “good deal” requires that an investor has better or
more reliable information on the future than others because otherwise the infor-
mation might already be reflected in the price of the deal. Hence, decision makers
might not always choose already successful ventures but focus more on the current
valuation of the company, their expectations for the future but also on their value-
added for the venture. Consequently, the criteria used and value-added services
offered to the venture must be linked to the success potential of the venture (Guo
and Jiang 2013). More knowledge about this relationship would help to shed light
on the question of whether performance is mainly driven by the selection process or
by the investor’s value-added services (Croce et al. 2013; Hellmann and Puri 2002;
Naulin and Moritz 2021) and how this relationship differs by investment and/or ven-
ture stage. It could be argued that the effect of the value-added services is higher
at early versus later stages of the venture cycle, as the path of the venture is easier
to influence when the venture is still young and nascent. This implies that the ven-
ture selection process of VCs differs depending on the stage in the venture cycle
the financing is provided. In this context, not only the human capital of the decision
maker but also his/her social capital might play an important role in the decision
making process and the development of the ventures.

6.2 Conclusion

We perform an experimental choice-based-conjoint analysis with 229 individual VC
investors to assess whether and how VC investors’ education and experience influ-
ence their screening decisions. Our results indicate that the level and field of edu-
cation, as well as the decision maker’s investment and entrepreneurial experience,
indeed moderate the relative importance of different screening criteria. For example,
we find that international scalability seems to become more important for decision
makers with higher education and those with entrepreneurial experience. Addition-
ally, decision makers with a background in natural science focus on the value-added
of the product or service, engineers seem to value a break even profitability and
focus less on the management team. Investment experience, on the other hand, leads
to a stronger focus on the management team. With these findings, our study contrib-
utes to the literature on how decision makers differ in their assessment of ventures,
to the literature on the consequences of the field of education, and to the literature
on the screening criteria of risk capital investors. Our results have practical implica-
tions for entrepreneurial ventures that seek financing and for risk capital investors.
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Appendix

See Figs. 5, 6 and Tables 7, 8.

Please imagine the following situation:

You are confronted with a set of growth ventures with different characteristics and you need to decide which of these
ventures is the most attractive to you as an investor (initial screening). The only information you have on all of these

ventures is the following:

The venture matches your geographical, industrial and investment size preferences!

Venture characteristics

1. Venture has market traction & a validated business model
2. Venture has multiple paying customers
3. Venture is showing growth in sales & customers
4. Venture has multiple employees

Seed- J Early
stage ] growth

The venture is here!

Maturity
& bridge

Fig.5 Introduction to conjoint experiments presented to respondents

Characteristics of the

Which of these two growth ventures is more attractive to you? (:.¢15)
The two ventures only differ in the below mentioned characteristics.
They are both operating in the same industry & have the same level of revenue.

Growth venture A

venture
Current Investors: External investors - Unfamiliar to External investors - Unfamiliar to
you you
International Easy Difficult
scalability:
Current revenue 100% 50%
rowth:
Management team All team members with relevant No team member with relevant
(track record}; track record track record
il il Not profitable Break even
Value added for Medium Low
customers:
Business model:
Lock-in Complementary offering
More attractive: )] (]

If you have made your choice, click the grey arrow below to continue.

@

Fig.6 Choice task presented to respondents
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