Contents

The nature and role of venture capital

1.1 Definitions . . . . . . . ... L
1.2 The venture capitalcycle . . . . . . ... ... ... ... ...
1.3 Planofthebook . . ... ... ... ... ... ...,

Theoretical perspectives

2.1 Calibration parameters . . . . . . ... . ... ... ... ...
2.2 Adapted endogenous growth model . . . . .. ... ... ...
2.3 Market failuresin R&D . . . ... ... ...

2.4 A strong case for public intervention . . . ... ... ... ..

Venture capital in the U.S.
3.1 History . . . . . . .
3.2 The 1990s and beyond . . . . . . . .. ... ... ... ...

3.3 U.S. government programs . . . . . . . . . . ..o ...

Venture capital in Germany

4.1 Emergence of the modern industry

...............

4.2 The 1990s and beyond . . . . . . ... .. ... ... ... ..
43 Dataproblems. . . .. ... ... ... ... . ... e

4.4 German government programs . . . . . . . . . .. ... ..

11

13
14
19
22
26

27
27
30
33



x Contents
5 Comparison of the U.S. and Germany . 59
5.1 Market size relative to GDP . . . . . ... ... ... ... 60
5.2 Market size relative to the stock market . . . . . ... .. .. 61
5.3 Disbursements relative to commitments . . . . ... ... ... 63

6 IPOs and venture capital 65
6.1 Existing viewpoints . . . . . . .. ... oL 65
6.2 New empirical evidence . . . . . . .. .. .. ... ... ..., 82
6.2.1 Approach . . .. ... ... L 82

6.22 OLSanalysis ... ... ... ... ........... 83

6.2.3 Time-series analysis. . . . . . . . . . ... ... .... 89

7 Supply and demand in perspective 95
7.1 Supply bottlenecks . . . .. .. ... oL 97
7.2 Demand factors . . . . . ... ... 101
7.3 Views on public policy for venture capital . . ... ... ... 105
7.4 Implications . . . . ... ... .. ... ... L. 110

8 Nothing ventured? 113
Data appendix 115
Bibliography 121





