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Report Highlights 

• The amount of venture capital available in the United States increased during the 
1980s and decreased in the early 1990s. The venture capital industry continues to 
be most heavily concentrated in California and the northeast. 

• Private investors are more likely to invest smaller amounts (less than $50,000) of 
funding per venture than are institutional investors. Institutional investors are 
more likely to invest amounts of $500,000 and above in a single venture. Both 
private and institutional investors prefer financing emerging and established firms 
while they are less interested in investing in seed and start-up firms. 

• While both private and institutional investors prefer to invest in businesses that 
are located close to their residence, institutional investors are less concerned with 
venture location. 

• Three characteristics of the venture's management team are most important to 
both private and institutional investors: management experience, technical 
experience, and a successful track record. 

• Both private and institutional investors are most interested in companies that 
produce proprietary products in high-growth markets, and whose products or 
services offer high-growth margins. 

• The following characteristics of business plans are considered important by both 
private and institutional investors: a well-defined plan, a clear executive 
summary, a clear business purpose and description of products or services, a clear 
description of market strategy, management team background, and sound 
financial analysis. 

• Both private and institutional investors consider provisions for liquidating the 
investment as very important. Important attributes of the financials are that the 
projected return be at least five times the investment and the holding period of the 
investment be between five and ten years. 

• It is more important for institutional investors than private investors to have 
representation on the firm's board of directors and to have monthly interaction 
with the firm. Both groups find it equally important to review periodic reports and 



to attend directors meetings and to provide private consulting. Both groups agree 
that daily or weekly interaction with the venture is relatively unimportant. 

• Private investors rely more on personal relationships for referrals while 
institutional investors rely more on referrals by business colleagues. 

• The average institutional investor receives about 23 unsolicited business plans a 
month. Three-quarters of these are not read past the executive summary. On 
average, based on our sample, in the past three years only one unsolicited business 
plan in 715 resulted in institutional investment. 

• Both private and institutional investors rate the trustworthiness of the people who 
initially refer the venture as very important. And both types of investors consider 
it important to invest in ventures operating in industries in which the investor is 
familiar. Private investors are most concerned with whether the venture results in 
personal satisfaction. 

• Regarding the services provided by the Texas Capital Network, both private and 
institutional investors consider matching of the venture and the investor by 
business or industry type, stage of investment, and size of investment as being 
most important. Venture prescreening is also considered important. 
Confidentiality is considered most important by the private investors. Matching 
by geographic location is considered least important by both groups. 
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T his report uses survey data on current and 
prospective members of the Texas Capital 
Network to discuss and contrast the 

characteristics of private and institutional investor 
respondents in tenns of funding amounts and 
preferences. l The report is organized as follows: a 
brief overview of the U.S. venture capital industry, 
survey methodology and characteristics of 
respondents, and key similarities and differences in 
the investment decisions of private and institutional 
investor respondents in tenns of: 

• investment amounts in start-up ventures; 
• relative importance of the venture's stage of 

development and proximity to investor; 
• characteristics of the venture's management team, 

product/service, business plan, and financials. 
• desired degree of involvement with the venture; 
• relative importance of the characteristics of the 

referral network; 
• funding rates for unsolicited business plans; and 
• an evaluation of services provided by the Texas 

Capital Network (TCN). 

OVERVIEW 

Nationwide the amount of venture capital in the 
United States grew from about $4 billion in 1978 to 
$35 billion in 1990 and fell to $30 billion by 1992, 
Figure 1. 

The venture capital industry continues to be most 
heavily concentrated in California and the northeast. 
Figure 2. Venture capitalists expect to see a return 
within five to seven years from the sale of the 
company or the sale of stock after an initial public 

1Private investors (sometimes called "Business Angels") 
are defmed as individuals who invest their resources 
without an intermediary player such as a venture capital 
firm. An institutional investor is a respondent from any 
third-party organization, such as a venture capital firm, 
that invests pooled resources. 

1 

offering (IPO). On average of ten companies a venture 
capital firm invests in (usually between $3 and $6 
million) two are likely to fail, three will yield a small 
return, three will give returns of five times the 
original investment. and two will provide returns of 
more than ten times the original investment reference 
(Joe Aragona, partner, Austin Ventures, as quoted in 
"Something Ventured, Something Gained," by M. 
Breyer Austin American-Statesman, p. HlO, 1993). 

$40 

30 

20 

10 

0 

la billion• 

L---1 

l----1 ~ 
I""" ......-1 

/ 

·1s ·so ·s2 '84 '86 '88 ·90 '92 

Figure 1. Cumulative venture capital funds available. 

Source: National Venture Capital Association Annual 
Repon. Venture Economics. 

$8,314,607 California 
7,417,788 New York 
4,310,192 Massachusetts 
2,344,224 - Illinois 
1,510,371 - Connecticut 
1,387,674 - New Jersey 

861,814 - Maryland 
848,175 - Texas 
487,418 - Minnesota 
470,506 • Pennsylvania 

Figure 2. Top U.S. total capital resources (in 
thousands), 1992. 

Source: National Venture Capital Association Annual 
Report, Venture Economics. 
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Table 1. Venture Capital Disbursements by Venture Stage 

(in millions) 

1987 1988 1989 1990 1991 1992 Total 

Seed $87 $114 $138 $60 $56 $74 $529 

Startup 452 349 288 142 76 209 1,516 

Early 603 585 537 327 295 336 2,683 

Expansion 1,773 1,510 1,596 997 734 1,400 8,010 

LBO/ Acquisition 804 1,127 710 346 46 176 3,209 

Other 2.5.8. 162 .l2fi ~ ill ID ~ 

Total disbursed $3,977 $3,847 $3,395 $1,922 $1,358 $2,542 $17,041 

Source: National Venture Capital Association Annual Report, Venture Economics, 1993. 

Venture capital disbursements peaked in 1987 at 
$3,977 million and decreased to $1,358 million in 
1992 after which disbursements increased to $2,542 
million in 1992. From 1987 to 1992, venture 
capitalists nationwide invested most heavily in the 
expansion stage of a firm followed by leveraged 
buyouts (LBO) and acquisitions, Table I. However, 
taken together seed funding, startup funding, and early 
stage funding totaled $4,728 million from 1987 
through 1992. 

Capital networks are computer database systems 
which match investors with entrepreneurial firms. 
These networks are targeted to assist early stage 
startups. Typically, a capital network is begun as a 
non-profit organiz.ation which charges nominal fees 
for services to entrepreneurs and investors. In the 
United States, the Texas Capital Network (TCN), 
with roughly 200 private and 100 institutional 
investors and potential investments in excess of $20 
million, is one of the largest capital networks in the 
United States. 

METHODOLOGY 

Based on a review of the literature and interviews 
with both private and institutional investors, a survey 
was developed, pre-tested, and mailed to 407 
respondents (please refer to Appendix A).2 A response 
rate of 26.5 percent was achieved through two 
separate mailings. 

Characteristics of Respondents 

Of the 108 completed surveys received, 78 were 
from private investors and 30 were from institutional 
investors. Of the 78 private investor respondents, 96 
percent were male and 4 percent were female, while 
93 percent of the 30 institutional investor respondents 
were male. 

2survey recipients were private and institutional 
investors identified through the database of non-random 
names compiled by the Texas Capital Network 
(comprised largely of Texas investors). 



As shown in Figure 3, Lhe privace inveslor 
respondents are an older group lhan I.he instilutional 
investors wilh 59 percent of Lhem over 50 years of 
age and only 4 percenl between 20 and 30. Only 21 
percent of Lhe insticutional investor respondents are 
over age 50 and 14 percent are between 20 and 30. 
The highest concentration of institulionaJ investors is 
39 percent between Lhe ages of 41 and 50. Of lhe 
private investors, 62 percent have started a company 
and 67 percent have been the CEO of a company, 47 
percent of lhe institutional investors have started a 
company and 43 percent have been a CEO. 

Age of private investors 

20-30 

Age of institutional investors 

51 + 20-30 

31-40 

41-50 

Figure 3. Age of private and institutional investors. 

Over 71 percent of the private investor 
respondents have incom above $200, , compared 
with 56 percent of institutional investor respondents 
in that range, Figure 4. While private inv tors have 
a higher average personal salary both ups median 
incomes are in the ,CXXJ to $500,000 range. 
private investor bad a nal · com of l than 
$50,000 per y 
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Figure 4. Personal income of private and institutional 
investors. 

The average net worth of private investor 
respondents was between $1 and $5 million, while 
the average net worth of institutional investor 
respondents was between $500,000 and $1 million, 
Figure 5. Over 84 percent of private investors have a 
net worth over $1 million, while 69 percent of 
institutional investors have a similar net worth. Most 
of the private and institutional investors have a net 
worth of between $1 million and $25 million. 

so 
~ 
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Figure 5. Personal net worth of private and 
institutional inv tors. 

DISCUSSION OF SURVEY DATA 

The survey data show rather large standard 
deviations for th responses to most questions 
indicating · variation within each group 

More 
thlll 
2SM 

(in titutional and private investors). The data also 
reveal important similarities and differences between 
private and · nal investor respondents in regard 

1he m o the importance of: 
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Investment amounts 
Stage of the venture 
Proximity of the venture to the investor 
Skills and experience of the management team 
Product characteristics 
Existence and quality of a business plan 
Financial characteristics of the venture 
Investor's involvement with the venture 
Referral networks 

Investment Amounts 

Figure 6 indicates that, in general, private 
investors are more active in investing smaller 
amounts of funding per venture than are institutional 
investors. Of the private investors, 68.5 percent have 
invested below $25,000 in a single venture whereas 
only 11.1 percent of institutional investor firms 
reported such a strategy. Institutional investor finns, 
tend to make investments in the ranges of $50,000-
$100,000 (22 percent), $100,000-$500,000 (33 
percent), and over $500,000. 

Iii Private investors 

a Instilulional investors 

... 
0 30 
'C 

l 20 

10 

0 
Less 2SK SOK IOOK SOOK More 
than lO lO lO lO than 
2SK 49K 99K 499K 999K IM 

Figure 6. Smallest amount invested in a single 
venture. 

Figure 7 supports the disparity in investment 
amounts between institutional and private investors. 
Over 74 percent of the private investors have Nar 
invested more than $500,000 in a single venture 

while 86 percent of institutional investor firms have 
invested more than $500,000 in a single venture. The 
average maximum investment for private investors is 
between $50,000 and $100,000 while the average 
maximum investment for institutional investor finns 
is between $500,000 and $1 million. 

80 

70 

~ 60 
'O 

~ 50 
., 40 ii.: ... 
0 30 c ., 

20 ~ ., 
r:l. 

10 

0 

l:::I Private investors 

a lnstimtional investors 

Less 
than 
2SK 

2SK 
lO 

49K 

SOK IOOK SOOK 
to to to 

99K 499K 999K 

Figure 7. Largest amount invested in a single 
venture. 

Stage of Venture 

More 
than 
IM 

There are important similariti~ and differences 
between private and institutional investor respondents 
in regard to the stage of venture funding preferred 
(Figure 8). 

In contrast to expectations, based on our sample, 
institutional investors indicate a slight preference over 
private investor for seed and start-up firms. 
Institutional investors rate seed stage finns a 3.04 
level of interest and start-up firms as 3.41. Private 
investors rate these as 2.62 and 3.15, respectively. 

Both types of investors show a preference for 
financing emerging finns and established finns. 
Among the stages of ventures, the widest disparity 
between the two types of investors is for finns in 
need of turnaround assistance. In this category, private 
investors indicate a higher preference (3.89) than 
institutional investors (3.14). 
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Seed or concept stage finn =========------ 3.o4 
(1.99) 

~~~~~w.llOl~IOlll 2.62 (1.58) 

D Institutional investors 

~ Private investors 

Emerging firm-operating ~~m:;~~m;~m:;~~~m;m:;~~~~;-:-':':-1 4.68 (l.31) 
more than one year 4.28 (1.25) 

·Established firm-operating ~~~~~m:;::m;m;~~m:;;m:m:;;m:m:;;m:~ 4.39 (1.76) 
more than five years 4.48 (1.25) 

Established finn in need of tm~~~~m:;m:;~~m;~~~~.;;.;. 
tumaroundassistance~~~~~~~~~~~~~~~~i=,:~:::~~+-~~~~ 

1 2 
1 = not interested 
6 = very interested 

Figure 8. Stage of venture funding preferred. 

Proximity of Venture 

Both private and institutional investor respondents 
prefer to invest in businesses which are located close 
to their residence. Institutional investors show more 
indifference to venture location than private investors 
but still prefer that the business be located within the 
United States, Figure 9. 

50 19 Private investors 

i 40 a Institutional investors 

30 I =not important 
iii:: 6 = very important ..... 
0 20 .... 

1 10 

0 
0 1 2 3 4 5 6 

Figure 9. Venture location within the United States. 

Characteristics of the Management Team 

Three characteristics are most important to both 
private and institutional investors: previous 
experience in managing a growing company, 
technical experience in the industry being entered, and 

3 4 5 6 

Mean values (standard deviations) 

a successful track record. Least important whether was 
the management team had worked together before. 

Figure 10 shows that both private and 
institutional investors consider the reputation of the 
entrepreneur as most important Over 80 percent of 
respondents rate reputation at a level 5 or level 6 on 
importance, while less than 10 percent of each group 
rate the importance at a 3 or below. 

!J 
70 El Private investors 

c:: 60 C Institutional investors Ill 
"O 
i:: 50 8. 
"' 40 Ill 

ci: .... 30 0 

'!:: 20 Ill 
~ 10 Ill 

Q., 

0 

1 = not important 6 = very important 

Figure I 0. Entrepreneur's reputation. 

Over 80 percent of both types of investor 
respondents indicate that the track recooi (i.e., 
experience in venture formation and management 
of the venture team is important (Figure 11). 
Institutional investors place a higher significance on 
track record than do private investors. 
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1:1 Private investors 
"' 40 = [] Institutional investors &) 

-0 
i:: 30 8. 
~ 20 .... 
0 

5 
u 

10 

ti 
Q., 0 

I 2 3 4 5 6 
1 = not important 6 =very important 

Figure 11. Venture team's track record. 

Characteristics of the Product or Service 

Four questions were asked pertaining to the 
product or service that a venture sells and the target 
industry. Both private and institutional investors 
show that they would be most interested in a 
company that produced a proprietary product, whose 
industry was in a high-growth market, and whose 
product or service offered high margins. Least 
important was whether the industry sales were of a 
low cyclical nature. Seventy-eight percent of the 
private investors and 88 percent of the institutional 
investors report that the venture having a proprietary 
service or product is important (ranked 4, 5, or 6), 
Figure 12. 

!3 
5 

40 

l 30 

20 

E 

~ 10 

ISi Private investors 

a Institutional investors 

o~ ...... ~&...~;al..La,.t;:IOll...-4J.'1~""4.'~..Li 
1 2 3 

1 =not important 
4 5 6 
6 = very important 

Figure 12. Product or service is proprietary. 

Characteristics of the Business Plan 

Both private and institutional investors were asked 
to indicate the importance of the following seven 
characteristics of business plans: 

• A well-defined business plan 
A clear executive summary 

• A clear description of business purpose and current 
status in company overview 

• A clear and extensive description of products or 
s~ices 

• A clear and extensive marketing strategy 
• A clear and extensive management background 
• A clear and extensive financial analysis 

Over 80 percent of all respondents rated each of 
these characteristics as important (levels 4, 5, or 6). 
Over 63 percent rated each characteristic at level 5 or 
6. 

Figure 13 shows the similarity of both the private 
and institutional investors in regard to the level of 
importance placed on business plans. Over 80 percent 
of both groups of respondents indicate that the 
existence of a business plan is important The results 
shown in this table are indicative of the responses to 
the other six characteristics relating to the quality of 
the individual sections of the business plan. Each 
section of the business plan has equally high 
importance to both types of investors. There is no 
statistically significant difference in the responses 
between the two types of investors. 

!!J 50 
5 
] 40 

~ 30 
ei:: 
'O 20 

I) Private investors 

a Institutional investors 

j l~~~==-i.1~""""'~111...l.$1~..1..j~L...I~~~ 
1 2 3 4 5 6 

1 = not important 6 = very important 

Figure 13. A well-defined business plan exists. 

Financial Characteristics of Venture 

The data show that both private and institutional 
investors consider a "provision for liquidating 
investment" as very important, Figure 14. Over 80 
percent of both types of investors rated this provision 
at the upper levels of importance (4, 5 or 6). 
Institutional investors consider the provision for 



liquidation as being more important than do private 
investors. 

Both types of investors report that the two most 
important attributes of the financials are that (1) the 
projected return be at least 5 times the investment 
(average was 4.74 for private investors and 4.30 for 
institutional), and (2) the holding period of the 
investment be between 5 and 10 years (average of 
4.55 for private investors and 4.28 for institutional 
investors). 

50 
!'J 

~ 40 El Private investors i:: 

8. 
30 a Institutional investors "' t) 

ix: ._ 
20 0 

I 10 
c:i... 

1 2 3 4 5 
1 = not important 6 = very important 

Figure 14. Provision for liquidating investment. 

Involvement with Venture 

Both private and institutional investors find it 
equally important to review periodic reports and attend 
director's meetings (5.05 for private respondents, 5.52 
for institutional respondents), and to provide 
consulting (4.20 for private, 4.72 for institutional 
respondents). Both groups of investors also agree that 
frequent interaction with the firm is relatively 
unimportant, with importance of daily interaction 
with the firm (2.11 for private respondents, 2.18 for 
institutional respondents) and weekly interaction with 
the firm (2.48 for private, 3.52 for institutional 
respondents) rated as quite low. 

It is more important to institutional investors 
than private investors to have representation on the 
board of directors and to have monthly interaction 
with the firm. The mean response for private 
investors on the importance of their representation on 
the venture's board of directors was 3.96 while the 
response for institutional investors was 5.21. Private 
investors averaged 3.94 while institutional investors 
averaged 4 .97 on the importance of monthly 
interaction with the firm. 
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Institutional investors disagreed most with the 
following statement: 

I (my firm) do (does) not get involved with the 
venture unless it becomes clear that the venture 
is experiencing difficulty which seriously 
threatens its survivability. See Figure 15. 

50 
~ Private investors 

D Institutional investors 

1 = strongly disagree 6 = strongly agree 

Figure 15. "I (my firm) do (does) not get involved . . 
. unless . . . the venture is seriously threatened" 

Characteristics of Referral Network 

Sixteen questions were asked regarding various 
topics of interest to investors such as the 
trustworthiness of the people who referred the deal, 
personal compatibility with the venture team, and 
whether the venture created jobs. 

Both private and institutional investors rate the 
trustworthiness of the people who initially referred 
the deal as very important, Figure 16. Private 
investors rated this as most important while 
institutional investors rated it just behind the 
reputation of the entrepreneur and compatibility. 

Both the private and institutional investors find it 
important to invest in ventures operating in industries 
in which the investor is familiar. The importance of 
participation with other private investors is more 
important for private investors. The importance of 
participating with other financial institutions is more 
important for institutional investors. Private 
investors are most concerned with whether the venture 
creates personal satisfaction and whether or not the 
venture is fun. 

The survey asked the respondents to indicate the 
level of importance given to referrals. Concerning the 
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Trustworthiness of people 
who initially referred the deal 5.37 (1.14) ...... ~~.,.,.;.,.,.;.,.,.;.......,......,......, ............ ~~ ......................................... ~ 

Ventureisinindustrywith 
which you are familiar 

4.70 (1.31) 
~~~~~~~~~~~~nll:l(~l.~) 

Participate with private 
investors ::::::::::::::::~::::::: ( 1.48)] 

Participate with other 3.96 (1.40) 
financial institutions ~~~~~~~~""""""l"""'!"-:o;.ir-;("1-::.48) 

Venture is fun 

a Institutional Investors l 

~ Private Investors 
2 

(1.53) 

3 4 5 

1 = not important 6 = very important 
Means (standard deviation) 

6 

Figure 16. Other factors of importance to institutional and private investors. 

importance of a referral by a friend, mean scores for 
private investors averaged 3.74, while the responses 
for institutional investors averaged 3.00, Figure 17. 
Over 30 percent of the institutional investors and less 
than 10 percent of private investors indicated that a 
referral by a personal friend was not important, while 
only 10 percent of private investors so indicated. 

40 
L1 Private investors 

!!l 
~ u -g 30 a Institutional investors 

8. 
"' u 

ix: 20 ..... 
0 

= u 
~ 
~ 

10 

1 = not important 6 = very important 

Figure 17. Referred by a friend 

A second question asked about the importance of a 
referral by a venture capital firm received a 3.3 rating 

by private investors and a 3.88 rating by institutional 
investors. In general the responses indicated that 
private investors rely more on personal relationships 
for referrals while institutional investors rely more on 
referrals by business colleagues. 

Unsolicited Business Plans 

The survey requested information regarding the 
level of success of getting the attention of an 
institutional investor by submitting an unsolicited 
business plan. Three related questions asked about: 
(I) the number of unsolicited business plans that 
institutional investors receive each month, (2) the 
percentage of these plans which they read further than 
the executive summary, and (3) the number of these 
firms in which they have invested. 

The results show that the average institutional 
investor responding to the survey received 23.6 
unsolicited business plans each month, read further 
than the executive summary in 26 percent of these 
firms (or 6.19), and invested in 1.2 companies, over 
the last 3 years, from these unsolicited plans, Figure 
18. Based on these statistics, on average, only one 
unsolicited business plan in 715 resulted in an 
investment in the last 3 years. 



Nwnberof Fl5J:tfil[5FSF]J50.0fmID unsolicited 
23 

_
64 

business plans (23 .SO) 
received 

each month ~~~~ 

Number of these "'==""' 
business plans 

read further that 
the Executive 

Sununary 

Investments in 
unsolicited 

business plans in 
last 3 years 

1.19 
(2.43) 

0 5 10 15 ·20 25 

Mean values (standard deviation) 

Figure 18. Treatment of unsolicited business plans by 
institutional investors. 

Sixty-five percent of the respondents reported that 
they read less than 20 percent of the unsolicited 
business plans further than the executive summary, 

Confidentiality 

Matching by 
Geographic Location 

Matching by Business 
or Industry 

Matching by Stage 
of Investment 

Matching by Size 
of Investment 

Venture Pre-screening 
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48 percent reported that they had invested in no firms 
whose contact was initially made by submission of 
an unsolicited business plan. 

These statistics emphasize the importance of 
referral network in obtaining venture funding. It is 
highly unlikely that an unsolicited business plan sent 
to an institutional investor will result in venture 
funding. 

Services of Texas Capital Network (TCN) 

Both private and institutional respondents were 
asked to rate the importance of eight services provided 
to them by the TCN. Both groups of respondents 
rated as important (mean score 2:: 4), confidentiality; 
matching by geographic location, by business or 
industry, by stage of investment, and by size of 
investment; use of investor firms; venture pre
screening; and know-how networks. The greatest 
difference between public and private investors in 
rating these services focused on the importance of 
matching investors by business or industry and on the 
need for confidentiality, Figure 19. 

~Private investors 
2 3 4 5 6 

1 = not important 6 =very important 
0 Institutional investors 

(Means-standard deviations) 

Figure 19. Texas Capital Network services rated by private and institutional investors. 
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For private investors, the most important service 
is venture pre-screening with a rating of 4.80. With a 
mean score of 3.96, the least important service is the 
use of investor fonns. The most important service to 
institutional investors is matching by business or 
industry (4.96 rating) while the least important 
service is matching by geographic location with a 
mean ~ore of 4.03. 

CONCLUSIONS 

With few exceptions, the decision criteria are quite 
similar for investing in new business ventures by 
both private and institutional investor respondents. 
Both private and institutional investors place most 
emphasis on the quality of the management team, the 
viability of the product or service, and the existence 
of a business plan. The main difference between these 
two groups of investors lies in the amount and 
timing of investment 

One of the most dramatic findings of this report is 
the low rate of unsolicited business plans that receive 
funding by institutional investors. Both private and 
institutional investors rate the trustworthiness of the 
people who initially refer the venture as very 
important. Institutional investors are most concerned 
with representation on the venture's board of directors 
and monthly interaction with the finn. Both private 
and institutional investors consider provisions for 
liquidating the venture as very important and both 
groups of investors are most likely to fund a 
company whose product or service offers high-growth 
margins. 

The services that the Texas Capital Network 
provides are considered important to both institutional 
and private investors. The most important of which 
are matching by business or industry, matching by 
stage of investment, matching by size of the 
investment and pre-screening. The least important 
matching function is by geographic location. 



APPENDIX A 

Texas Capital Network, Inc. 

Investor Survey 

Please fill out this questionnaire as completely and as accurately as possible and return it in the 
enclosed postage-paid envelope. Your response will contribute significantly to an important IC2 
Institute and Texas Capital Network (TCN) database on venture investors. We will not associate 
your answers with your name or company. We will mail you a copy of the published report 

I. General Questions 

1. Which of the following most accurately describes your status as an investor? 

Private investor 

Institutional investor (please specify type): 

Venture capital fum 

Corporate investor 

Community economic development fund 
Other (please specify,__ _________________ _ 

2. Please list the industries in which you or your firm are most interested in investing. If 
you or your firm have no preference for industry, please mark appropriate box below. 

1. 

2. 
3. 

__ No preference for specific industry 

Questions for Private Investors 

If you are an Institutional Investor, please skip to question 7. 
If you are both a Private Investor and an Institutional Investor please complete all questions. 

3. As a private, investor, what is the maximum amount you would consider investing in 
any one venture? 

Up to $25,000 
$25,000 to $49,999 
$50,000 to $99,999 
$100,000 to $499,999 

$500,000 to $999,999 
$1,000,000 to $4,999,999 
$5,000,000 to $20,000,000 
Over $20,000,000 



4. As a private investor, how many ventures have you personally invested in the year: 

1989 1990 1991 

5 . As a private investor, what is the largest amount you have invested in a single venture? 
Below $25,000 $100,000 to $499,999 
$25,000 to $49,999 $500,000 to $999,999 
$50,000 to $99,999 Over$ 1,000,000 

6. As a private investor, what is the smallest amount you have invested in a single venture? 

Below $25,000 
$25,000 to $49,999 
$50,000 to $99,999 

$100,000 to $499,999 
$500,000 to $999,999 
Over$ 1,000,000 

Questions for Institutional Investors. (Private Investors please skip to Section //.) 

7 . Which of the following categories best describes the available investment pool at your 
firm? 

Below $5,000,000 
$5,000,000 to $9,999,999 
$10,000,000 to $24,999,999 

$25,000,000 to $49,999,999 
Over $50,000,000 

8. How many ventures has your firm invested in during the year: 

1989 __ _ 1990 __ _ 1991 __ _ 

9. What is the largest amount your firm has invested in a single venture? 

Below $25,000 $100,000 to $499,999 
$25,000 to $49,999 $500,000 to $999,999 
$50,000 to $99,999 Over$ 1,000,000 

10. What is the smallest amount your firm has invested in a single venture? 

Below $25,000 $100,000 to $499,999 
$25,000 to $49,999 $500,000 to $999,999 
$50,000 to $99,999 Over$ 1,000,000 

11 . Your firm employees how many full-time staff. ____ _ 

12. On average, approximately how many unsolicited business plans does your firm receive 
each month? ___ _ 

13. On average, approximately what percentage of these unsolicited business plans do you 
read further than the executive summary? ___ _ 



14. In the past three years, how many firms have you invested in which originated from an 
unsolicited business plan? ___ _ 

II . Stage of Venture 

Please indicate your level of interest in each of the following types of ventures. 
(1 indicates not interested and 6 indicates very interested) 

Not Very 
Interested Interested 

1. Seed or concept stage firm. 1 2 3 4 5 6 
2. Start-up firm--operating less than one year. 1 2 3 4 5 6 
3. Emerging fmn--operating more than one year but 

less than five years. 1 2 3 4 5 6 
4. Established firm-operating more than five years. 1 2 3 4 5 6 
5. An established firm that needs turnaround 

assistance. 1 2 3 4 5 6 
6. Other (please specify). 1 2 3 4 5 6 

III. Proximity of Venture 

Please indicate the importance of each of the following factors in your investment decision. 
(I indicates not important and 6 indicates very important.) 

Not Very 
Important Important 

1. Located within 50 miles of your home or office 1 2 3 4 5 6 
2. Located within the same state as your home or 

office 1 2 3 4 5 6 
3. Located within 1 days' round-trip flight of your 

home or office 1 2 3 4 5 6 
4. Located within the United States 1 2 3 4 5 6 
5. Venture located within important and appropriate 

technology center (such as Silicon Valley) 1 2 3 4 5 6 



IV. Characteristics of Management Team 

Please indicate the importance of each of the following factors concerning the management 
team your investtnent decision. (1 indicates not important and 6 indicates very important) 

Not Very 
Important Important 

. 1. Ability to articulate the venture well 1 2 3 4 5 6 

2. The venture has a quality management in place 1 2 3 4 5 6 

3. Team demonstrates complimentary skills 1 2 3 4 5 6 

4. Team is complete in terms of business and 
technical skills for venture 1 2 3 4 5 6 

5. Team has worked together before 1 2 3 4 5 6 

6. Team has established contacts in industry I 2 3 4 5 6 
7. Team has previous experience in forming a 

venture 1 2 3 4 5 6 
8 . Team has previous experience in managing a 

growing company 1 2 3 4 5 6 

9. Team has technical experience in industry being 
entered 1 2 3 4 5 6 

10. Team has successful track record 1 2 3 4 5 6 
11. Other 1 2 3 4 5 6 

1 2 3 4 5 6 
1 2 3 4 5 6 

V. Characteristics of Product or Service 

Please indicate the importance of each of the following factors in your investment decision. 
(1 indicates not important and 6 indicates very important.) 

Not Very 
Important Important 

1. Product or service has patentable or other 
proprietary dimensions 1 2 3 4 5 6 

2. Industry is in a high growth market 1 2 3 4 5 6 
3 . Product or service offers high margins 1 2 3 4 5 6 
4. Industry sales have low cyclical nature 1 2 3 4 5 6 
5. Other 1 2 3 4 5 6 



VI. Characteristics of Business Plan 

Please indicate the importance of each of the following items in your investment decision. 
(1 indicates not important and 6 indicates very important.) 

Not Very 
Important Important 

1. A well-defined business plan exists 1 2 3 4 5 6 
2. Clear Executive Sununary 1 2 3 4 5 6 
3. Clear description of business pwpose and current 

status in Company Overview 1 2 3 4 5 6 
4. Clear and extensive description of products or 

services 1 2 3 4 5 6 
5. Clear and extensive marketing strategy 1 2 3 4 5 6 
6 . Clear and extensive management background 1 2 3 4 5 6 
7. Clear and extensive financial analysis 1 2 3 4 5 6 
8. Other 1 2 3 4 5 6 

VII. Financial Characteristics of Venture 
Please indicate the importance of each of the following items in your investment decision. 
(1 indicates not important and 6 indicates very important) 

Not Very 
Important Important 

1. Provision for liquidating investment 1 2 3 4 5 6 
2. Projected return is less than 5 times investment 1 2 3 4 5 6 
3. Projected return is at least 5 times investment 1 2 3 4 5 6 
4. Projected return is at least 10 times investment 1 2 3 4 5 6 
5. Holding period of investment between 5 and 10 

years 1 2 3 4 5 6 
6 . Holding period of investment more than 10 years 1 2 3 4 5 6 
7 . Other 1 2 3 4 5 6 

1 2 3 4 5 6 
1 2 3 4 5 6 



VIII. Involvement with Venture 

Please indicate the importance of each of the following types of your involvement in a 
venture in which you have invested. (1 indicates not important and 6 indicates 
very important.) 

Not 
Important 

1. Review periodic reports and attend director's 
meetings 1 2 3 4 5 

2. Representation of the firm's board of directors 1 2 3 4 5 
3. Provide consulting help as needed and requested 1 2 3 4 5 
4. Work full-time with the finn 1 2 3 4 5 
5. Daily interaction with venture 1 2 3 4 5 
6 . Weekly interaction with venture 1 2 3 4 5 
7. Monthly interaction with venture 1 2 3 4 5 
8. Other 1 2 3 4 5 

1 2 3 4 5 
1 2 3 4 5 

Please indicate your level of agreement or disagreement with the following question. 
(1 indicates strongly disagree and 6 indicates strongly agree.) 

1 . I (my firm does not get involved with the firm 
unless it becomes clear that the venture is 
experiencing difficulty which seriously threatens 
its survivability. 

IX. Other Factors 

Strongly 
Disagree 

1 2 3 4 5 

Vecy 
Important 

6 
6 
6 
6 
6 
6 
6 
6 
6 
6 

Strongly 
Agree 

6 

Please indicate the importance, of each of the following items in your investment decision. 
(1 indicates not important and 6 indicates very important.) 

Not Vecy 
Important Important 

1. The entrepreneur's reputation 1 2 3 4 5 6 
2. Trustworthiness of the people who initially referred 

the deal 1 2 3 4 5 6 
3. Personal compatibility with venture team 1 2 3 4 5 6 
4. Venture is in an industry in which you are familiar 1 2 3 4 5 6 
5. Participate as a sole investor in venture 1 2 3 4 5 6 
6. Participate with private investors in venture 1 2 3 4 5 6 



7. Participate with family members in venture 1 2 3 4 5 6 
8. Participate with professional business associates in 

venture 1 2 3 4 5 6 
9. Participate with other financial institutions in 

venture 1 2 3 4 5 6 
10. Venture creates jobs 1 2 3 4 5 6 
11. Venture is socially useful 1 2 3 4 5 6 

·12. Venture contributes to urban revitalization 1 2 3 4 5 6 
13. Venture created by a woman entrepreneur 1 2 3 4 5 6 
14. Venture created by a minority entrepreneur 1 2 3 4 5 6 
15. Venture creates personal satisfaction for you 1 2 3 4 5 6 
16. Venture is fun 1 2 3 4 5 6 
17. Other 

1 2 3 4 5 6 
1 2 3 4 5 6 

x. Characteristics of Referral Network 

Please indicate the importance of each of the following items in your investment decision. 
(1 indicates not important and 6 indicates very important.) 

Not Very 
Important Important 

1. Referred by a personal friend 1 2 3 4 5 6 
2. Referred by a business associate 1 2 3 4 5 6 
3. Referred by a venture capital firm 1 2 3 4 5 6 
4 . Referred by a business broker 1 2 3 4 5 6 
5. Referred by investment banker 1 2 3 4 5 6 
6 . Referred by commercial banker 1 2 3 4 5 6 
7. Referred by an attorney 1 2 3 4 5 6 
8. Referred by an accountant 1 2 3 4 5 6 
9. Referred by a venture capital club 1 2 3 4 5 6 

10. Referred by a venture capital network 1 2 3 4 5 6 
11. Other 1 2 3 4 5 6 

1 2 3 4 5 6 
1 2 3 4 5 6 



XI. Texas Capital Network Services 

Please indicate the imponance of each of the following items in your participation in a 
formalized investment network. (1 indicates not important and 6 indicates very important.) 

Not Very 
Important Important 

1. Confidentiality 1 2 3 4 5 6 
2 . Matching by geographic location 1 2 3 4 5 6 
3 . Matching by business or industry 1 2 3 4 5 6 
4. Matching by stage of investment 1 2 3 4 5 6 
5 . matching by size of investment 1 2 3 4 5 6 
6. Use of investor forms 1 2 3 4 5 6 
7. Venture pre-screening 1 2 3 4 5 6 
8. Know-how networks 1 2 3 4 5 6 
9. Other 1 2 3 4 5 6 

1 2 3 4 5 6 
1 2 3 4 5 6 

XII . Additional information. 

1. Please indicate the three criteria (in order of importance) that you believe are the most 
important in evaluating a venture. 

a . (most important) 

b . (second-most important) ---------------------
c. (third-most important) 

2 . Please indicate the three criteria (in order of importance) that would cause you to 
automatically reject investing in a venture. 

a. (most important) 

b. (second-most important) --- ---------- - ----- - -
c. (third-most important) 

3. Please indicate what services TCN could provide which would be most beneficial to you 
as an investor. 



XIII. Demographic Information 

1. Name 
Current Title or Position 
Organization 
Address 
City State __ Zip 

2. Educational degree. Check highest degree earned. 

___ High School 
___ Masters 

__ Associates 
Ph.D. 

--- Bachelors 

3. Educational background. Check area of study and/or interest (check all appropriate). 

Business 
Liberal Arts 
Mili -- tary 

4. What is your gender? 

5. What is your age? 

Male 

__ 20-30 

__ Engineering 
Economics 
Medicine 

Female 

31-40 __ 41-50 

__ Law 
Education --

51 and over 

6. Which of the following categories best represents your personal annual income? 

__ Below $50,000 
__ $50,000 to $99,999 
__ $100,000 to $199,999 

__ $200,000 to $499,999 
__ $500,000 to $1,000,000 
__ Over $1,000,000 

7. Which of the following categories best describes your personal net worth? 

__ Below $100,000 
__ $100,000 to $249,999 
__ $250,000 to $499,999 
__ Over $25,000,000 

__ $500,000 to $999,999 
__ $1,000,000 to $4,999,999 
__ $5,000,000 to $25,000,000 

8. Have you ever started your own business venture? __ Yes No 



9. Have you ever managed, as a President and/or CEO, an established company (one, that 
was operating for more than 5 years)? Yes No 

Thank you for taking your time to answer these questions. Your responses are very important to 
our study. 

Please return to: 
David Gerhardt 
Director 
Texas Capital Network 
8920 Business Park Drive, Suite 160 
Austin, TX 78759-7405 



Texas Capital Network, Inc. 
8920 Business Park Drive 

Suite 160 
Austin, TX 78759 

Telephone: 512-794-9398 
Fax: 512-794-0448 

Texas Capital Network is a nonprofit economic development organization dedicated to 
promoting economic growth by matching promising ventures to potential investors, 
educating entrepreneurs and investors on business financing issues, and linking emerging 
companies with sources of business expertise. TCN was initiated in 1989 by the IC2 
Institute, an international research center for the study of business, technological, and 
economic issues. TCN's founding sponsors are Leadership Texas, Texas Women's 
Alliance, and Texas Lyceum, three leadership organizations dedicated to promoting 
economic development. 

Board of Directors 

Dr. George Kozmetsky, Chairman 

Meg Wilson, President 
Jack Crosby 

Cora L. Hilliard 
Dan Matheson 

Valerie Dodd Milburn 
Katherine B. Reynolds 

Polly Sowell 
Dr. Robert E. Witt 

David H. Gerhardt, Executive 

Advisory Board: Dolph Briscoe, Jr., Shelby H. Carter, Jr., Susan E. Davis, Kenneth P. 
DeAngelis, Michael S. Dell, Kay Bailey Hutchison, Gary G. Jacobs, Alan Kahn, Laura J. 
Kilcrease, Janey Lack, Ben F. Love, Morton H. Meyerson, A. W. Riter, Jr., Daniel B. 
Stuart, Betty Turner, Jerry F. White. 



IC2 Institute 
The University of Texas at Austin 

2815 San Gabriel 
Austin, TX 78705 

Telephone: 512-478-4081 
Fax: 512-499-0245 




