

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
				
			
				
			
		

		
            

		
		
		
			
		
			
		
			
		
			
		
			
		
			
		
			
		
			
		
			
		
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	The Capital Flow from Institutional Investors to Entrepreneurs

	
    
        
            
            







    
    










    
    
    
    











			
        

    
	

	
	
		
		
			27 Pages
		
		

		Posted: 6 Feb 2010
		
		
		
	

	
		
			
			




	See all articles by Alexander Peter GrohAlexander Peter Groh
Luiss Guido Carli University - Luiss Business School; EMLYON Business School


		

	
	
	
	
	



	
	
	
	
		
		
	
	
		
			Date Written: February 4, 2010

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		This is a practitioner oriented paper. It deals with the two-staged capital allocation process from institutional investors to entrepreneurs. I first describe our knowledge about institutional investorsâ€™ criteria when they search promising countries for their venture capital investments. Next, I document research results on their selection of particular funds. This is followed by the discussion of the second step of the capital flow from the venture capital funds to entrepreneurs. I discuss literature on venture capitalistsâ€™ sorting criteria for entrepreneurial ventures and provide concluding remarks. The paper contributes to the understanding of the asset class and financial resource venture capital. It points to the selection process of the agents in the intermediary relation and documents the responsibilities of the delegated managers. Risk capital seeking entrepreneurs will benefit from the knowledge of their investorsâ€™ constraints and of the investment determinants for capital, directed from institutions to young ventures. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Institutional Investor, Asset Allocation, Venture Capital, Entrepreneurial Finance

	
	

	
    

    
	

	
	
		JEL Classification: G11, G24

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Groh,  Alexander Peter, The Capital Flow from Institutional Investors to Entrepreneurs (February 4, 2010).  Available at SSRN: https://ssrn.com/abstract=1547791 or http://dx.doi.org/10.2139/ssrn.1547791 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Alexander Peter Groh (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Luiss Guido Carli University - Luiss Business School  ( email )

			

			
			
				
				
				
					Via Nomentana, 216
Roma, 00162
Italy

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				EMLYON Business School  ( email )

			

			
			
				
				
				
					23 Avenue Guy de Collongue
Ecully, 69132
France

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      427

			

		
		
		
			Abstract Views

			    1,973

		

		
		 
		
			Rank

			  126,056

		

		
	


	
		
            
            	        2 Citations
		

	

	
		
			
				       64 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Mutual Funds, Hedge Funds & Investment Industry eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Mutual Funds, Hedge Funds & Investment Industry eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,978

                                    

                                    
                                        PAPERS

                                           17,673

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        RenÃ© M. Stulz at Ohio State University (OSU) - Department of Finance

                                    

                                
                            

                        

                    

                
	
                    Entrepreneurship & Finance eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Entrepreneurship & Finance eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,253

                                    

                                    
                                        PAPERS

                                            7,166

                                    

                                

                                
                            

                        

                    

                


            

            
                
                

                	
                    Corporate Governance: Capital Raising, Investments, Distributions, & Market Trading eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Corporate Governance: Capital Raising, Investments, Distributions, & Market Trading eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              810

                                    

                                    
                                        PAPERS

                                            2,318

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Lucian A. Bebchuk at Harvard Law School

                                    

                                
                            

                        

                    

                
	
                    Corporate Governance Practice Series eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Corporate Governance Practice Series eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              784

                                    

                                    
                                        PAPERS

                                              884

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Lucian A. Bebchuk at Harvard Law School

                                    

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Financial Contracting Theory Meets the Real World: An Empirical Analysis of Venture Capital Contracts

                        
                            By
                                
                                
                                    
                                    Steven N. Kaplan
                                     and 
                                
                                    
                                    Per StrÃ¶mberg
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Financial Contracting Theory Meets the Real World: An Empirical Analysis of Venture Capital Contracts

                        
                            By
                                
                                
                                    
                                    Steven N. Kaplan
                                     and 
                                
                                    
                                    Per StrÃ¶mberg
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Venture Capital and the Structure of Capital Markets: Banks Versus Stock Markets

                        
                            By
                                
                                
                                    
                                    Ronald J. Gilson
                                     and 
                                
                                    
                                    Bernard S. Black
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Money Chasing Deals?: The Impact of Fund Inflows on Private Equity Valuations

                            
                                By
                                    
                                    
                                        
                                        Paul A. Gompers
                                         and 
                                    
                                        
                                        Josh Lerner
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Private Equity Performance: Returns, Persistence and Capital Flows

                            
                                By
                                    
                                    
                                        
                                        Steven N. Kaplan
                                         and 
                                    
                                        
                                        Antoinette Schoar
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Private Equity Performance: Returns, Persistence and Capital

                            
                                By
                                    
                                    
                                        
                                        Steven N. Kaplan
                                         and 
                                    
                                        
                                        Antoinette Schoar
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Returns to Entrepreneurial Investment: A Private Equity Premium Puzzle?

                            
                                By
                                    
                                    
                                        
                                        Annette Vissing-jorgensen
                                         and 
                                    
                                        
                                        Tobias J. Moskowitz
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Venture Capital and the Professionalization of Start-Up Firms: Empirical Evidence

                            
                                By
                                    
                                    
                                        
                                        Thomas F. Hellmann
                                         and 
                                    
                                        
                                        Manju Puri
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Risk and Return of Venture Capital

                            
                                By
                                    
                                    
                                        
                                        John H. Cochrane
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Risk and Return of Venture Capital

                            
                                By
                                    
                                    
                                        
                                        John H. Cochrane
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
	
		
	
		
	
		
	
		
	
		
	
		
	
		
	
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l200 in   0.109 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
