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What venture capitalists look for in start-ups

If you’re the next Uber or Facebook, you have a good chance of atiracting high-dollar investors. But venture capitalists doling out millions

to back big ideas may be less interested in the product than in the people developing the product, research suggests. Harvard’s Paul
Gompers, University of British Columbia’s Will Gornall, Chicago Booth's Steve Kaplan, and Stanford’s llya A. Strebulaev surveyed 885
institutional venture capitalists, posing dozens of questions. They find that big investors almost always cited a management team for their,
willingness to invest. Venture capitalists also said that deal selection was the most important factor in the effort to generate value.—cer "
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How VCs interact with their companies

Average percentage of the companies in VCs’ portfolios

Give strategic guidance 87%

Connect the companies with investors 72%

17

start-ups
received a
Technology term sheet.

Timing of deal

Connect the companies with customers 69%

Give operational guidance 65%
Business model

. %/
Hire board members 28% Industry conditions

Hire employees 46% , Good luck

‘T/Iarket conditions

\ Board of directors

How often they interact dedl
iy was
27% 33% 26% 10% 0% closed.
Aa a a a a a No VCs said that
Every Multiple Once Two or three Oncea Less their own contributions
day times a week times a month month than were the most important factor
aweek monthly in successful investments.

Summer 2017 Chicago Booth Review 27




