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Abstract— The valuation of early-stage ventures represents a 
difficult and often subjective process that is characterized by risk 
and uncertainty. This can be further stressed for technology-
driven ventures, having substantial technological risks. We 
therefore approached existing research on the significance of 
criteria driving the early-stage technology venture evaluation 
process in a structured way through means of a Systematic 
Literature Review (SLR). It could be shown that research deals 
with an enormous number of criteria that can in principle be 
included in the evaluation process. However, only a few of them 
can be assigned a decisive character. It became clear that a 
positive evaluation outcome is primarily driven by the passion of 
the venture’s founders, their industry and leadership experience, 
market growth and the uniqueness of the product. In essence, 
venture evaluation depends largely on management criteria, and 
thus an investor’s focus lies primarily on the skills and 
experience of the founders themselves, with personality 
characteristics slightly outweighing. The market and product-
related criteria seem to be relatively far behind, and so we 
assume that no positive investment decision would be made if the 
management shows deficiencies in the qualification, no matter 
how promising the market or the product itself is. In the end, we 
found that the market potential in most cases outweighs the 
product itself, which is astonishing in that the offer of the venture 
itself moves to the last place in the evaluation.  

Keywords— technology venture, New Technology-based Firm, 
venture capital, business angels, business valuation process, 
evaluation criteria 

I.  INTRODUCTION 

The number of newly founded and venture capital-backed 
companies around the world is increasing from year to year, 
partially driven by the continuing low interest rate 
environment and a consequent search for the rare investment 
opportunities promising decent return perspectives, partially 
driven by entrepreneurs motivated by the current founder age. 
In Germany alone, the largest European national economy, 
the investment volume in start-ups reached a record high in 
2017 at around 11.3 billion euros according to the (BVK). 

These young, not yet established companies, which were 
founded with low initial capital to realize an innovative 

business idea, usually depend on external investors to expand 
their business idea and strengthen their capital base in a very 
early stage (Achleitner, 2018). Financing via debt capital by 
traditional credit institutions is often ruled out due to a lack of 
corporate history, the absence of collateral and an unprofitable 
business in early days (Kaserer, 2007; Damodaran, 2009; 
Zinecker and Bolf, 2015). 

In order to close this investment gap, venture capital (VC), 
which enables equity financing in the form of temporary 
investments, is the main instrument of choice. Hence, besides 
the business opportunity, the investors also take part in the 
business risk of the company, so the high return potential of 
investments in innovative ventures is countered by particular 
uncertainty regarding their later success (Franke et al., 2004). 
The last few years have shown that 35% of all VC investments 
fail in the first five years, 20% of them without any capital 
returns (Csaszar et al., 2006). For this reason, the focus of 
every investment decision should be on a sound evaluation of 
the companies in order to best assess the risk and avoid bad 
investments. 

In particular, the pronounced information asymmetry 
between investors and entrepreneurs plays a central role, which 
is associated with agency risks with regard to the quality of the 
entrepreneurial project and the founding team as well as 
possible opportunistic behavior after conclusion of the 
investment contract (Franke et al., 2004). According to Stuart 
et al. (1999), the challenge in evaluating young companies is 
that investors must rely on attributes that are observable at the 
time of the assessment and presumably correlate positively 
with the quality of the company. Due to the often missing 
company history and the special characteristics of early-stage 
ventures, it is not possible to form a rational evaluation based 
on the expected returns from the investment. Many techniques 
used to estimate the required cash flows, growth rates or 
discount factors simply do not work or provide unrealistic 
results (Damodaran, 2009), which is why meaningful non-
financial evaluation criteria come into focus. 
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It is precisely these criteria that appear difficult to measure 
quantitatively and create increased complexity. So far, no 
generally valid and satisfactory approach has been identified 
here. 

This paper starts from this knowledge gap and aims to find 
out which non-financial criteria are considered to show the 
greatest importance to investors and how significant they are in 
terms of evaluating early-stage technology ventures (i.e. New 
Technology-Based Firms, NTBF as defined by Storey and 
Tether (1996) and Runge (2014). This study will therefore use 
a Systematic Literature Review (SLR) to qualitatively describe 
the significance of the key evaluation criteria that have been 
analyzed in previous literature, while at the same time placing 
them in order of importance. The insights gained are then 
supplemented and discussed with the help of quantitative 
aspects regarding their actual influence on the evaluation. 
Besides the evaluation of the relative importance of the 
relevant criteria (i.e. importance of one criterion relative to 
another) and their influence (i.e. impact of one criterion on the 
evaluation process) on venture assessment, it should also be 
expressed whether on the one hand the investor type, the 
technological orientation or on the other hand also the current 
financing phase of the company brings with it differences 
regarding the significance of individual criteria. The answers to 
the defined questions are highly relevant for academics and 
practitioners alike. Regarding academics, the subjectivity and 
the respective complexity of a fair early-stage evaluation poses 
a considerable challenge. A better understanding of the 
decisive assessment criteria used in practice will help research 
in this field to make further progress. With a well-founded and 
structured presentation of the decisive evaluation criteria as 
well as the evaluation of their respective significance and 
influences, the understanding of the evaluation process of 
young companies is broadened, thus providing clear scientific 
value-added. The practice-oriented relevance extends to 
investors of early-stage companies and their founders. For 
business angels (BAs) (i.e. wealthy individuals investing in 
early-stage ventures active in their respective industry or field 
of expertise) and venture capitalists (VCs) (i.e. institutional 
investors aiming for strong returns based on venture 
investments) (Osnabrugge and Robinson, 2000), it seems 
important to gain new insights into the key criteria that can 
help any investor question their own evaluation process and 
thus better position themselves in the competitive VC market. 
Thus, the quality and return of a portfolio also depend on the 
extent to which the investors succeed in correctly assessing the 
success and risk of the projects (Eisele et al., 2002). An insight 
into their own evaluation process is a basic prerequisite here. 
The founders themselves can benefit in that they can 
significantly increase the probability of successful financing 
through a better understanding of the decisive evaluation 
criteria. According to Franke et al. (2004), this helps founders 
to better assess their own project in order to identify possible 
shortcomings. Entrepreneurs with a fundamental understanding 

of the essential evaluation criteria can thus gain decisive 
advantages over other ventures to obtain necessary growth 
capital for their company and increase their prospects of 
success. 

On the basis of various analyses, criteria such as the 
entrepreneurial spirit of the founders, their industry and 
leadership experience, market growth and the unique selling 
proposition of the product, in no case lose their decisive 
importance and are therefore essential in the evaluation of a 
young venture, regardless of its current phase or technical 
orientation. Nevertheless, certain changes in influence could be 
detected comparing technology ventures and young ventures in 
general. With regard to the type of investor, it was not possible 
to identify significant differences with the help of the available 
literature. It is argued that this is due to the fact that BAs 
become increasingly professionalized and VCs strongly enter 
more early-stage investments, therefore making a clear 
differentiation in investment behavior disappear (Wessendorf 
et al., 2019). 

We show that a positive assessment by investors depends 
primarily on the passion of the founders, their industry and 
leadership experience, market growth and the uniqueness of the 
product. In addition, we recognized that the evaluation depends 
largely on the founder’s characteristics, and thus the focus of 
investors is clearly on the skills and experience of the founders 
themselves. Further, the market potential in most cases 
outweighs the product offered, which is astonishing in that the 
offer of the venture itself moves to the last place in the 
evaluation 

We structure the remainder of the paper in three main 
sections. First, previous research with relevance to the subject 
will be identified and discussed. This enables clear 
differentiation of the present work. In the next step, we will set 
the Systematic Literature Review methodology out to identify 
and analyze relevant scientific publications along the SLR-
planning, -conducting and -reporting phase. We will discuss 
the attained findings and conclude the paper followed by 
limitations and potential avenues for future research.  

II. PREVIOUS RESEARCH 

A. Literature Reviews on Significance of Criteria for Early-
Stage Venture Assessment 
In order to gain a better understanding of the current state 

of knowledge, a structured search string is used to search the 
literature databases Nexis, Web of Science and Business Source 
Premier as well as Google-Scholar for already published 
research work in this field. The aim is to justify the general 
necessity of this study. This is the case if no published SLR or 
comparable scientific work can be found. 

The search string used for the search comprises several 
individual search terms, the first of which is derived from the 
actual core topic of this work, namely evaluation criteria. These 
are supplemented with the terms Start-Up as evaluation object 
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and Business Angels or Venture Capitalists as the evaluating 
investors. Finally, the term SLR is added to the search term to 
find already published literature reviews. The fact that the 
SLR’s focus is on the influence of the individual criteria on the 
evaluation process and thus also their importance and 
significance to the assessment is not explicitly considered in 
the search term. This will be accounted for while reviewing the 
abstracts of identified studies. Keywords were chosen in 
English and German in order to allow for a full representation 
of the largest European Economy. In order to cover the largest 
possible search spectrum, the search is not limited to the above-
mentioned search terms but is supplemented with 
corresponding synonyms from the online database 
OpenThesaurus (www.openthesaurus.de) and the respective 
English translations. We show the exact structure of the search 
term in Figure 1. 

 
[Fig. 1 about here.] 

 
The "OR selection" is used to select a term from each 

category, which is then merged by means of "AND linkage". 
This process is repeated iteratively in order to cover all 
possible combinations in the relevant literature databases. The 
wildcard operator "*" allows one not to restrict oneself to a 
specific expression of a term. 

As a result of the search process, it emerges that no 
literature review with the objective of a structured analysis of 
publications focusing on criteria’s importance and influence on 
venture evaluation has been published so far.  

B. Differentiation to Previous Research 
Regarding systematic literature reviews of assessment-

relevant criteria in young companies in general, there are 
likewise only a few relevant studies to be found. On the one 
hand, the work of Köhn (2018) should be mentioned here, 
which describes the assessment criteria of start-ups researched 
in literature but does not address their significance and thus 
their importance and influence within the assessment process. 
This also applies to Wessendorf et al. (2019), who, however, 
hypothesize a causality between the importance of a criteria 
and the frequency of its treatment in scientific publications. 
However, this cannot be conclusively validated. Further, there 
is literature available focusing on individual evaluation criteria, 
such as Klotz et al. (2014), that however refrain from providing 
an overview of different assessment criteria and their 
relationship. Additionally, although these studies quantitatively 
examined the criteria for the evaluation of young enterprises, 
the work aims to identify differences between successful and 
unsuccessful enterprises. Thus, these studies cannot be 
considered as relevant for the defined research objective. 

Thus, the present work can clearly distinguish itself from 
existing publications, by limiting itself on the structured 
analysis of publications with a focus on the importance of 
criteria among each other and their respective influence on the 
investment and venture assessment process. In addition to 
covering criteria’s relative importance to as well as impact on 
the evaluation process of a venture, the present work’s strict 

focus on NTBF in the early-stage of company development 
adds to a clear differentiation to previous research.  

III. METHODOLOGY AND ANALYSIS 
The research question is to be answered through means of a 

Systematic Literature Review (SLR), in which already 
published scientific publications (i.e. primary literature) with 
relevance to the defined subject area are collected, evaluated 
and interpreted in a structured manner. The aim is thus to 
summarize existing research work on individual research 
questions and to point out connections between the existing 
studies. We divide an SLR into three phases: Planning, 
Conducting and Reporting (cf. Fig. 2). 

 
[Fig. 2 about here.] 

A. Planning Phase 
In order to gain a better understanding of the current state 

of knowledge, a structured search string is used to search the 
literature databases Nexis, Web of Science and Business Source 
Premier as well as Google-Scholar for already published 
research work in this field. The aim is to justify the general 
necessity of this study. This is the case if no published SLR or 
comparable scientific work can be found. 

The planning phase begins by justifying the need for 
performing an SLR and thus lays the methodological 
foundation. In order to demonstrate this necessity, we use a 
suitable search scheme to check the current state of knowledge. 
If no comparable work exists, or if we can clearly distinguish 
the work from already published work, and if the primary 
literature found also shows an increased complexity and thus a 
need for clarity, the performance of an SLR is justified. The 
next and most important step is to define the relevant research 
questions. In order to identify relevant primary literature, we 
define the exact search strategy in a research protocol through 
clear inclusion and exclusion criteria. In addition, we must 
define how the quality of the resulting studies will be assessed 
and how the data will ultimately be extracted and processed. 

1) Necessity of the SLR: The necessity of an SLR is 
justified on the one hand because the defined subject area and 
the relevant publications are complex and therefore difficult to 
holistically understand. In addition, it is important that no 
comparable work in the defined subject area exists that 
reduces this complexity through a systematic literature review. 
The wealth of studies that have been dealing with evaluation 
criteria for venture capital financing for over 30 years and 
have made great efforts in numerous cases to quantify the 
influence of these criteria, on the one hand, contribute to the 
complexity of the subject area. On the other hand, this 
complexity is driven by the high number of variables subject 
to every objective evaluation. Thus, the necessity for an SLR 
seems justified.  

2) Research Questions: In a first step, this study aims to 
present the significant evaluation criteria in a structured and 
clear manner and to filter out which of them make up the 
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decisive part of the evaluation process. Thus, the first 
Research Question (RQ) is defined as follows: 

RQ1: Which non-financial criteria are given increased 
significance in the evaluation and to what extent are they 
included in the investment process? 

 
The next step is to check whether the identified evaluation 

criteria gain or lose importance over the course of the 
company’s development. The second Research Question is 
therefore as follows: 

 
RQ2: What is a potential change in relative importance of 

the evaluation criteria examined along with the different 
phases typically experienced by a young company? 

 
Furthermore, this study wants to recognize whether 

venture capital investors change the evaluation focus and thus 
the evaluation criteria to be used as soon as a young 
technology company is to be evaluated. The next Research 
Question is therefore: 

 
RQ3: Are there any differences in terms of significance of 

the evaluation criteria focused on young technology 
companies in particular and young companies in general? 

 
Finally, the extent to which the type of investor influences 

the significance of the criteria will be examined. The last 
Research Question is therefore defined as follows: 

 
RQ4: What are the fluctuations in terms of significance of 

relevant evaluation criteria between business angels and 
venture capitalists? 

 
These four research questions map the objectives of the 

SLR carried out and thus define the framework of the 
following analysis activities.  

 

3) Review Protocol: Search Process - Before we can 
define the search term, based on which the desired primary 
literature can be found, it should first be clarified which 
studies are suitable for this work. In addition, the research 
methods used will be presented and the respective advantages 
and disadvantages briefly discussed.  

 
3.1 Definition of the relevant primary literature - Relevant 

for the present analysis are studies dealing with evaluation 
criteria of business angels or venture capitalists within an 
early-stage venture capital financing. The decisive point, 
however, is that the criteria are not merely named, but that 
they are clearly evaluated in terms of their respective 
importance. To guarantee this quantitative aspect of the 
objective, it is possible to consider the relative importance of 
criteria among each other or to investigate their actual 
influence on the evaluation process with the help of analytical 
studies. 

 
3.2 Search Term - In order to find the desired primary 

literature, a clearly defined search term must now be 
compiled. To ensure the greatest comparability, the structure 
of this search term follows the search term defined at the 
beginning, which has already been used in the search for 
previous publications. We repeat the search with an “OR 
selection” in four categories, which are then combined to a 
search string through “AND linkage”. The first term refers to 
the actual core of this work, namely the evaluation criteria. 
This is followed by the evaluation object in category 2 as well 
as business angels or venture capitalists as evaluating 
investors in category 3. Finally, the search focus is still on 
financing. This ensures that the purpose of the evaluation is 
the participation in a young company, or a later investment 
process. As with the previous search query, keywords were 
chosen in English and German in order to allow for a full 
representation of the largest European Economy. 

In the next step, these keywords were extended with the 
online database OpenThesaurus (www.openthesaurus.de) by 
corresponding synonyms and the respective English 
translations. The wildcard operator “*” ultimately ensures that 
the user does not have to commit himself to a specific form of 
a word, but, for example, that studies with the keywords 
“financing” and “finance” are indicated by “Finanz*” (cf. Fig. 
3). 

 
[Fig. 3 about here.] 

 
3.3 Study Inclusion Criteria - In order to keep the quality 

of the SLR as high as possible, clear inclusion criteria are 
defined for the literature selection, so that the literature strain 
available at the end only includes the primary literature that 
fits exactly to the defined scope of analysis. The literature 
search is therefore only directed at full-text-accessible 
academic literature (e.g. in journals), which can be written in 
English or German, and is not limited either in terms of time 
or geography. Further, a study will only be included in the 
review if it provides results from empirical or experimental 
primary research, in contrast to reviews of these works, that 
will not be included. 

 
3.4 Study Exclusion Criteria - In order to ensure that the 

quality of the SLR is as high as possible, clear exclusion 
criteria are defined for the selection of literature, so that the 
literature strain available at the end only comprises the 
primary literature that exactly fits the defined scope of 
analysis. 

A study is only considered relevant if it is not limited to a 
qualitative description of the criteria treated but expresses 
their significance quantitatively either based on relative 
importance to each other and their direct influence through 
analytical studies. Similarly, only studies that refer to business 
angels or venture capitalists as evaluating investors are 
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relevant regarding the investor type. All other studies that do 
not meet this criterion are excluded from the analysis. 

As the present analysis is designed on the one hand for the 
evaluation process of early-stage companies, but it is also 
intended to identify differences from the later phases of the 
company, no restrictions are made for the time being 
regarding the financing phase. The same applies to the 
technological orientation of the company, which will also not 
be restricted. However, a classification within the resulting 
protocol defined below makes it possible to later make the 
desired comparisons with regard to development phase and the 
technological orientation of the company. 

 
3.5 Quality Assessment Criteria - Well-defined inclusion 

and exclusion criteria, good SLR planning and a thorough 
choice of keywords in a structured search string are decisive 
for reliable results from an SLR. The publications’ context and 
assumptions, as well as its theoretical foundation and findings, 
were therefore checked for validity regarding this SLR’s 
objective. The reference management software Mendeley was 
used to manage the selected publications. 

B. Conducting Phase 

The actual literature search begins in the conducting phase, 
where the aim is to find as much primary literature as possible 
using the previously defined search strategy. In order to 
further strengthen the quality of the SLR, we use only primary 
literature to answer the research questions in order to maintain 
objectivity in the analysis. The selection of literature itself 
comprises a multi-stage process. Since an SLR should be 
transparent and replicable, the extracted data are ultimately 
clearly recorded in a result protocol. 

Building on this, the data synthesis begins, in which the 
individual research results from the available studies are 
compiled for discussion. Here, the significance of the 
individual assessment criteria researched in the literature is to 
be clearly summarized in order to identify their relevance in 
the assessment. 

 
1) Search and Selection of Primary Studies: The search 

and subsequent selection of the appropriate primary literature 
were carried out in January 2019. The literature databases 
Nexis, Web of Science and Business Source Premier as well as 
Google Scholar were successively screened for relevant 
literature using a search string structured in advance. Thereby, 
145 scientific publications were identified as potentially 
relevant in the first step (cf. Fig. 4). 

 
[Fig. 4 about here.] 

 
In a second step, these 145 publications were further 

checked for their relevance by analyzing the content 
summaries (Abstract and Conclusion), whereby the original 
strain of literature was reduced to 15 remaining scientific 
publications. If a study met the defined inclusion and 

exclusion requirements, it was included in the literature strain 
and thus included in the results of the SLR. 

Finally, Snow Ball Tracking was used to assess which 
further studies are cited by (recitation) or cite a previously 
relevant study. 

This identified a further 36 potentially relevant studies, of 
which only ten proved to be actually relevant after reviewing 
the summaries. We found one reason for the high rejection 
rate of studies in the approaches of the studies themselves. The 
most important factor is that many of them only focus on a 
pure naming and qualitative description of the criteria, and are 
thus excluded because of the inclusion criterion requiring a 
quantitative description. In addition, many publications also 
concentrate on other reference points, which can be well 
illustrated using the example of the study by Macmillan et al. 
(1987). Although these quantitatively examined the criteria for 
the evaluation of young enterprises, the work aims to identify 
differences between successful and unsuccessful enterprises. 
Thus, the focus is not on the evaluation of the companies 
themselves, which is why studies of this kind do not fit in with 
the subject of this analysis. 

The literature search resulted in 25 scientific publications, 
13 of which deal with the relative importance of evaluation 
criteria and 12 of which investigate the direct influence on 
evaluation using analytical approaches. 

 
2) Data Extraction and Analysis: Below is a list of 

relevant scientific publications resulting from the literature 
search in accordance with the defined results protocol. Table 1 
lists all studies that deal with the relative importance of 
evaluation criteria among themselves, whereas studies from 
table 2 examine the actual influence of criteria on the 
evaluation and investment process. 

 
[Table 1 about here.] 

 
[Table 2 about here.] 

 
As a first step, the relevant publications listed here will be 

subjected to a systematic review to gain a better understanding 
of the respective context of the work and its objectives. After 
this systematic review, which deals with the temporal, 
geographical and investor-specific level of publications, the 
next step is to carry out the essential literature analysis to 
answer the defined research questions. 

 
2.1 Temporal Level - We found that, except for 1992, 

1999, 2004 and 2013, there is never more than one scientific 
publication per year. Particularly striking is the year 1999 with 
three publications, which could possibly be explained by the 
internet and technology boom from 1996 to 2000. According 
to Franke et al. (2004), numerous new VC companies entered 
the market in anticipation of high and rapidly realizable 
returns, which also increased interest in a better understanding 
of the evaluation process. 
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In this context, the two striking events, the bursting of the 
Dot-com bubble in 2000 as well as the global financial crisis 
in 2008, in which countless young VC-financed companies 
went bankrupt and thus influenced interest in a better 
understanding of early-stage evaluation, should also be 
mentioned in this context. It became apparent that just after 
the Dot-com bubble burst, three research papers were 
published in the following years 2000, 2001 and 2002. With 
regard to the financial crisis in 2008, there is no evidence of 
increased interest in the following years, as the year 2013 will 
be the first to catch the eye again with two publications. The 
persistently low level of interest rates could explain this, with 
interest in VC financing increasing as a result of increasing 
investment pressure from professional investors (Wessendorf 
and Hammes, 2018). 

 
2.2 Geographic Level - The analysis of the geographical 

focus of the relevant studies shows that most of the surveys 
concentrate on North America (11) and Europe (13), whereas 
only four studies dealt with investments in the Asia-Pacific 
region. The predominance of European studies is slightly 
surprising since the VC market as we know it today originated 
in North America and was shaped by it for a long time (Franke 
et al., 2004). Only sometime later did the VC markets develop 
in other regions, and thus the enormous significance of the US 
VC market is still apparent today in many respects. However, 
this could also be the explanatory approach, since the 
increased growth of the European VC market in the last two 
decades has increased the interest on the part of research, 
which is reflected in the high number of European studies. 

 
2.3 Investor Type Level - With regard to the type of 

investor, it is noticeable from tables 1 and 2 that with 17 
relevant publications, most of the available studies concentrate 
on venture capitalists, whereas only three studies deal with the 
evaluation approaches of business angels. In addition, there 
are five publications dealing with both types of investors, 
three of them separately and two with a mixed sample. 

The priority of the VCs is less surprising when one looks 
at the respective investment volume. For example, BAs only 
have a share of 25% (K.P.M.G., 2018), which clarifies that 
VCs make up the majority of investments in young companies 
and are thus also attributed a greater interest on the part of 
research. 

 
2.4 General Analysis of Criteria - When analyzing the 

criteria arising from the relevant studies, it is noticeable that 
the criteria used often vary greatly between the individual 
studies. This complicates a clear comparison and thus the 
evaluation of the criteria. Since many research studies often 
base their list of criteria on previous expert interviews (Bogle 
and Reuber, 1992; Bachher and Guild, 1996; Bachher et al., 
1999; Franke et al., 2004), this at first appears as if there were 
a certain disagreement among investors as to which criteria 
constitute a successful venture. Nevertheless, there are some 

dominant criteria that are discussed in many studies. This 
should make it possible to identify certain factors as knockout 
or success criteria (Franke et al., 2004). 

In a first step, this work intends to use the identified 
studies, which examine the relative importance of individual 
criteria, to work out the supposedly decisive evaluation 
criteria, the influence of which will then be supplemented and 
discussed in a second step, with findings from analytical 
studies. This approach is justified by the fact that the criteria 
investigated vary too much between the individual studies and 
therefore cannot be meaningfully aggregated. Nevertheless, 
this approach allows the findings to be supported and 
discussed. 

 
2.5 Decisive Evaluation Criteria - In order to extract the 

decisive evaluation criteria from the 19 surveys assessed as 
relevant, a selection had to be made in a first step. Of the 57 
identified criteria, those that were (1) listed at least once in a 
survey among the six most important criteria and were (2) also 
treated in at least two surveys in general were taken into 
account. Since this analysis concentrates on both business 
angels and venture capitalists, the criterion should also (3) 
have been evaluated at least once by both. The reason for 
limiting the results by these 3 aspects is the considerable 
reduction in complexity at this point. Thus, many subordinate 
criteria and those that were only dealt with in one survey or by 
one type of investor were omitted, leaving the 14 most 
important criteria across all studies. 

In a second step these were then sorted according to their 
supposed importance one after the other with the help of a 
score. This was done by adding up how often a criterion 
emerged as the most important in a survey (#1), second most 
important (#2), third most important (#3), fourth most 
important (#4), fifth most important (#5) or sixth most 
important (#6) criterion. This total frequency was then divided 
by the total number of interviews that dealt with each criterion 
(#B). The score thus indicates to what extent the respective 
evaluation criterion, within the studies in which it was treated, 
is among the six most important criteria, which ultimately 
results in the ranking to be taken from table 3. In the event that 
two criteria had the same score, the criterion that was more 
frequently found to be the most important, or second most 
important, or third most important, etc., was classified as more 
important. 

 
[Table 3 about here.] 

 
This evaluation shows the special role that entrepreneurs 

themselves play in the evaluation. As Figure 5 shows, most of 
the 14 dominant criteria (57%) relate to the founders 
themselves. Thus, it is above all factors relating to the 
personality of the founders (36%) and their experience (21%) 
that play a decisive role in the evaluation. Evaluation criteria 
regarding the market and the product play a subordinate role 
both in terms of their ranking and their absolute frequency 
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among the top 14. Thus, only three criteria (21%) deal with 
the characteristics of the market, followed by two criteria 
(14%) focusing on the product or service offered. Finally, one 
more criterion (7%) can be found, which deals with the 
intellectual property (IP) of the company. 

 
[Fig. 5 about here.] 

 
We can describe the individual evaluation criteria from 

table 3 in more detail according to their categories. In 
addition, the insights gained are supplemented and discussed 
with the help of quantitative aspects from the analytical 
studies. 

 
2.5.1 Founder Characteristics: The decisive role of 

venture characteristics can already be seen in the quote from 
VC practice “We would rather fund a 2nd rate idea from a 1st 
class team than a 2nd class team with a 1st rate idea“ (Franke 
et al., 2004). Thus, it is obvious that in almost all studies 
available, the entrepreneurs themselves are assigned an 
outstanding importance (Knight, 1994; Macmillan et al., 1985; 
Elango et al., 1995; Eisele et al., 2002; Bachher and Guild, 
1996; Bachher et al., 1999; Muzyka et al., 1996; Sudek, 2006; 
Osnabrugge, 2000; Zutshi et al., 1999; Bogle and Reuber, 
1992; Brettel, 2001)and ultimately among the 14 decisive 
criteria identified, 57% of them relate to the founders 
themselves (cf. Figure 5). 

According to McKelvie et al. (2014), human capital has a 
particular influence on the performance of the venture and 
ultimately contributes to success and failure. According to 
Shepherd and Zacharakis (1999), it is precisely the strategic 
decisions of the entrepreneurs that create essential competitive 
advantages. They would decide on the profile of the venture 
and which direction it would take, and thus ultimately create 
the basis for its survival and long-term profitability. Brettel 
(2001) stresses that entrepreneurs play a particularly important 
role in risk analysis and risk reduction and quotes in this 
context Tyebjee and Bruno (1984), who in their study 
demonstrated by means of correlation analysis that the 
correlation between the independent variable “managerial 
capabilities” and the dependent variable “risk” had the greatest 
negative correlation, and furthermore identify shortcomings in 
management as the reason for more than a third of all refusals 
to invest. 

The primacy of the founding characteristics is reaffirmed 
by Figure 6, which shows how the three most important 
criteria from the studies are distributed among the individual 
categories. For example, in almost 90% of the surveys 
investors see the most important evaluation criteria in the area 
of entrepreneurial characteristics, and it becomes clear that the 
categories market, product/service, and IP situation seem to be 
far behind. This aspect is made even clearer because in more 
than half of all surveys all three first-mentioned criteria stand 
out as venture characteristics. 

 

[Fig. 6 about here.] 
In the following, we present the individual decisive 

venture characteristics regarding the personality and 
experience of the founders. 

 
2.5.1.1 Entrepreneurial Spirit: In his study, Brettel (2001) 

emphasizes on the decisive role of so-called “soft criteria”, 
which investors would use to characterize founders based on 
cognitive, personality-related and motivational characteristics, 
and at the same time emphasizes the latter. This aspect is 
confirmed in the present literature and thus, with enthusiasm, 
the supposedly most important evaluation criterion falls into 
the motivational area of the founders. The criterion is treated 
fifteen times in the literature found and without exception ends 
up among the first six criteria, which is not the case with any 
other criterion. According to McKelvie et al. (2014), the 
passion of the founders is so decisive because they are most 
trusted to be able to survive even under very difficult 
conditions. In addition, it is a positive signal that they invest a 
lot of time and energy in achieving their goals, which at the 
same time reduces the risk of opportunistic behavior and 
possible goal conflicts. 

Sudek (2006) also describes this criterion as perseverance 
and emphasizes that the ability to make sustained intensive 
efforts is one of the most important prerequisites for mastering 
the many challenges faced by the founders because it is 
precisely the will to succeed that can ultimately make the 
difference. 

As mentioned in detail, the risk factor plays a decisive role 
in the evaluation, and so in the area of personality-related 
criteria, the ability to recognize and deal with risks (risk 
management) is also of elementary importance. This factor is 
dealt with in 12 surveys and is always among the first six 
criteria with about 83%. In about 60% of the cases, this 
criterion is among the three most important factors and thus 
represents the supposedly fourth most important evaluation 
criterion across all studies. According to Dubini (1989), this 
characteristic and attention to detail had the highest correlation 
with the company’s success. The latter is only partially 
confirmed in the present literature. Investors rank this criterion 
among the more important ones (rank 7,7,8,10,10, 11,11) in 
the studies by Macmillan et al. (1985); Knight (1994) and 
Brettel (2001), but in the survey by Eisele et al. (2002), for 
example, it receives less attention (rank 17,18,21). However, 
the reason could be that, with 30 non-financial criteria, the 
number within the study by Eisele et al. (2002) is rather high, 
whereby the result could be distorted by the addition of many 
other criteria. Nevertheless, the factor “attention to details” 
has more of a subordinate role across studies and is therefore 
ultimately not to be found among the 14 most important 
criteria. 

Within the framework of the evaluation, the assessment of 
management skills also plays a formative role. Although this 
criterion is only dealt with in six surveys, it ranks among the 
first six in almost 70% of the cases and thus also finds its 



 8 

place among the decisive criteria. Although the criterion was 
dealt with comparatively less often in the present literature and 
thus appears to be of less interest, within the studies that deal 
with it, it becomes apparent what value a well-functioning 
management team has for the investor and thus this factor 
emerges, for example, from the study by Bachher et al. (1999) 
as the most important for BAs and in the study by Sudek 
(2006) as the second most important criterion for VCs. 

Franke et al. (2004) recognized in this context that 
investors seem to attach importance to heterogeneity within 
the team. Thus, for example, it becomes apparent that the 
greatest benefit is generated when there are founders with both 
a technical and a commercial training background in the team, 
whereas a team of founders with only one training background 
generates significantly less positive benefit. This would show 
that the investors believe in complementary skills of a 
founding team, whereby the entrepreneurs should complement 
each other with their skills and thus ultimately compensate for 
deficiencies in individual qualifications. In their study, Eisele 
et al. (2002)also concluded that a balanced of management is 
of great importance. Investors would see this as a clear 
advantage in being able to manage tasks more efficiently and 
quickly by dividing them up. According to Riquelme and 
Rickards (1992), a strong management team is the basis for all 
success, as a single founder will have more difficulties to 
realize comparable achievements. 

The communication strength of the founders is also 
becoming increasingly important, with persuasiveness being 
the most important factor (Brettel, 2001). On the one hand, 
investors judge this by the extent to which the business idea 
can be convincingly represented. This criterion is dealt with in 
14 surveys and, with only a few exceptions (Bogle and 
Reuber, 1992; Zutshi et al., 1999), is always among the ten 
most important criteria. On the other hand, communication 
strength is assessed on the basis of sales skills, which in the 
study by Muzyka et al. (1996) can even be found among the 
five most important criteria. 

Finally, the subjective assessment of the relationship 
between founders and investors also plays a role. For example, 
trustworthiness is one of the two most important criteria in 
four surveys (Bachher and Guild, 1996; Osnabrugge and 
Robinson, 2000; Sudek, 2006). However, a certain sympathy 
towards entrepreneurs also plays a subordinate role, but one 
worth mentioning. For example, this criterion is one of the 
five most important criteria twice (Osnabrugge and Robinson, 
2000; Zinecker and Bolf, 2015) and can therefore also be 
found in 13th place among the dominant criteria. According to 
Zinecker and Bolf (2015), it is precisely the sympathy 
between founders and investors that builds trust and thus 
creates the basis for successful cooperation and, last but not 
least, reduces information asymmetries. 

 
2.5.1.2 Founder Experience: According to McKelvie et al. 

(2014), the elementary role of experience in the evaluation can 
be explained by the fact that with increasing experience of the 

founder the probability increases that the investors perceive 
the objectives of the entrepreneurs as realistic and consider the 
information provided by them to be credible. 

The most important criterion is industry experience, which 
for Eisele et al. (2002) represents absolute familiarity with the 
relevant target market. The criterion is also the only criterion 
that is treated without exception in all 19 surveys and is, with 
twelve mentions, one of the two most important criteria 
(63%), making this factor the second most important 
evaluation criterion in the literature. According to Eisele et al. 
(2002), a high level of knowledge about the conditions in the 
target market helps to avoid certain mistakes at the beginning 
of the entrepreneurial activity, which thus significantly 
reduces the risk and the associated loss potential of an 
investment, thereby ultimately increasing enterprise value. 
The priority of the criterion is also confirmed in the two 
analytical studies by Franke et al. (2004, 2008), which use two 
different conjoint approaches to analyze the influence of seven 
venture characteristics, whereby industry experience, with a 
share of over 32% in each case, has a decisive influence on the 
evaluation. However, since the two studies only refer to 
venture characteristics and therefore other criteria used by 
investors in the other categories are not dealt with, the results 
should not be overestimated due to possible distortions. 
Nevertheless, these reflect the primary importance of industry 
experience very well and also make it clear that leadership 
experience is attributed an important but subordinate role. 
Within the two studies by Franke et al. (2004, 2008), for 
example, this has a significantly lower share in the evaluation 
with around 12% each, which can also be seen within the 
decisive criteria. Here, the leadership experience only comes 
in ninth place and is thus clearly behind the industry 
experience. It is decisive for the entrepreneurs to inspire the 
employees with their ideas and to be able to carry them along, 
which naturally increases the quality and performance in the 
company (Elango et al., 1995). Ultimately, the studies of 
Franke et al. (2004, 2008), show that both industry experience 
and leadership experience are clear KO criteria if not a single 
team member can meet them. The benefit curve of the two 
characteristics also shows that the value to investors rises 
steadily with the number of founders bringing industry 
experience, whereas in terms of leadership experience it 
makes no difference whether all or only some of the founders 
have it. From the perspective of Franke et al. (2008), however, 
this would be relatively plausible to explain, since not all 
founders within the venture could assume a leadership role 
either. 

Finally, the track record of entrepreneurs can be found 
among the 14 dominant criteria, which is reflected in 14 
surveys and ranks 11th across all studies. However, the 
question remains as to how the authors define the criterion 
precisely. On the one hand, it could be seen as the general 
professional past of entrepreneurs or whether they already 
have start-up experience. The latter should, therefore, have a 
very positive effect on the evaluation, as the founders can 
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already fall back on certain experiences, which significantly 
reduces the risk of the company. In our opinion, however, the 
criterion is not significant enough for this interpretation, since 
the importance should ergo be close to industry experience. 
Thus, in most studies it will probably only be seen as the 
professional career of the entrepreneurs and whether this has a 
connection to the company, which can be an advantage, but is 
not of essential importance. As one VC says in a study by 
Mason and Stark (2004): “It’s not their track record. I’m not 
interested in the CVs. It is the personalities of the people 
concerned because ultimately you are backing people,” which 
confirms this assumption. 

 
2.5.2 Market Characteristics: In our analysis, the market 

characteristics occupy a clearly subordinate position behind 
the founder characteristics, and thus, for example, in only two 
surveys (Zinecker and Bolf, 2015) does the most important 
evaluation criterion fall into this area. 

The only important thing for investors is that the relevant 
market is characterized by a high growth rate (Eisele et al., 
2002). The relevance of the criterion can already be seen from 
the fact that, with only one exception (Bachher and Guild, 
1996), it is applied in all 19 surveys and is thus subject to 
broad interest on the part of investors and researchers. Within 
the surveys, market growth is among the six most important 
criteria in 83% of cases and thus ultimately represents the 
supposedly third most important evaluation criterion. 
According to Brettel (2001), this could be explained above all 
by VCs intending to maximize returns, which can only be 
achieved with strong corporate growth, which in turn requires 
a rapidly growing market. Zinecker and Bolf (2015) also see 
market growth as an opportunity for venture companies to 
achieve profitability, as this enables them to generate growth 
without having to take shares from established market 
participants. 

Landström (1998) emphasizes that market growth is a 
decisive factor in correctly assessing the company’s potential. 
At the same time, he found that market potential is more 
searched for by investors when evaluating early-stage ventures 
and that less emphasis is placed on existing strengths and 
weaknesses. In his study, for example, market share achieved 
so far is only on the 28th place out of 34 criteria, while 
Muzyka et al. (1996) place the criterion on 17th place, 
supporting its lower importance. It is more decisive to see that 
there is an existing market demand for the product on offer, 
which is shown, for example, in the study by Zinecker and 
Bolf (2015) as the second most important criterion or in 
Bachher et al. (1999) as the third most important criterion. 
Although the factor of an existing market demand can be 
found among the dominant criteria, it must be taken into 
account that this was only dealt with in four surveys and thus 
seems to be less interesting for research and, thereby 
confirming the initial statement of Eisele et al. (2002) that 
within the market characteristics the decisive focus lies on 
growth of the relevant target market. 

Ultimately, many studies are still concerned with assessing 
the competitive structure. Although, according to Porter 
(1980), a strong competitive intensity often reduces the 
profitability of companies in an industry, for example, because 
prices have to be set lower with strong competition, this 
criterion is rated less important by investors and is found in 
the literature on average only between rank 11 and 17. It is 
more decisive for the investors to see that the venture has 
certain competitive advantages, which, for example, is 
classified as the most important criterion in the study by 
Zinecker and Bolf (2015) and thus ultimately also represents 
the eighth most important evaluation criterion across all 
studies. According to Zinecker and Bolf (2015), clear 
competitive advantages over competitors, together with the 
benefits of the product for the customer, are the two decisive 
factors for the venture ultimately being able to establish itself 
on the market in the long term. 

 
2.5.3 Product Characteristics: With regard to product-

related criteria, the subordinate role behind the founder 
characteristics becomes even more apparent. In all existing 
studies it occurs only once that a criterion from this area falls 
under the three most important criteria. Ultimately, with the 
uniqueness of the product (USP) and the existence of a 
functional prototype, there are only two criteria that have 
made it among the 14 most important criteria. 

Investors use the USP to assess the extent to which the 
product on offer can assert itself and establish itself on the 
market. The criterion is dealt with eight times in the present 
literature and is among the first six criteria in 75% of the 
cases. According to Eisele et al. (2002), the USP, together 
with a clearly discernible customer benefit, are the two most 
important influencing factors for a strong competitive 
position, which in turn forms the basis for the long-term 
success of the company and is thus given corresponding 
importance by investors. 

Here it can be seen that in all studies dealing with both the 
USP and market growth, with one exception (Bachher et al., 
1999), the latter was consistently perceived as more important 
by investors. This suggests that the economic potential of the 
company assessed based on market growth outweighs the 
product potential in the evaluation. 

The same findings can also be found in various analytical 
studies. For example, the conjoint analysis by Mason and 
Stark (2004) shows that the “market” category accounts for 
about three times as much of the evaluation as the “product” 
category, with an average of about 20% and just under 6% 
respectively.  

However, it must be mentioned that the samples of three 
and four persons are very small and therefore it can be 
doubted that the difference is so drastic. However, a certain 
tendency can still be identified, which is supported by a 
conjoint analysis by Knockaert et al. (2010) also shows that 
the two criteria of market size and growth, together at 13.23%, 
account for a much larger share than the USP with 8.53%. We 
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can also find this aspect in Landström’s conjoint analysis 
(1998), in which they rank market growth 9th with an 
influence of 3.7%, whereas the USP is only ranked 13th with 
3.3%. Although the difference does not appear to be 
particularly large, Landström (1998) emphasizes that this is 
due to the strong heterogeneity on the part of the investors, 
whereby the influences on the 34 criteria examined would on 
average be extremely distributed. Nevertheless, the tendency 
can be seen that the market potential outweighs the product, 
which confirms the presumed assumption. 

Within the product characteristics, it is also striking that 
the degree of innovation or the classification as a high-tech 
product is rated with surprisingly little importance by 
investors and that this criteria comes in last place in almost all 
available studies. This is surprising because, for example, in 
Germany, the largest European economy, more than half of 
the investment volume flows into technology companies (, 
BVK). However, it must be taken into account that the 
standard deviations for this characteristic are sometimes above 
average (Macmillan et al., 1985; Knight, 1994), which 
according to Eisele et al. (2002) shows that the interviewees 
have very different ideas regarding the importance of this 
characteristic. 

The opinions of the investors regarding the existence of a 
functional prototype also diverge. On the one hand, the 
comparatively high standard deviations within the surveys are 
again noticeable, and the criterion also fluctuates strongly 
among the ranks assigned with regard to importance. In the 
study by Eisele et al. (2002), for example, it only ranks 24th, 
and 15th in Bachher et al. (1999), whereas in Knight (1994) it 
is one of the four most important criteria and is ultimately 
found among the 14 decisive criteria. 

 
2.5.4 Intellectual Property: Regarding intellectual 

property, Hoenig and Henkel (2015) take up the signal theory 
researched by Spence (1973), in which the founders, as better 
informed parties, have the possibility of reducing existing 
information asymmetries vis-à-vis investors by sending clear 
quality signals. The focus here is on patents, which on the one 
hand can reduce the information gaps between the parties (Hsu 
and Ziedonis, 2013) and enable investors to better assess the 
quality of the product offered and thus also the potential  of 
the company (Hoenig and Henkel, 2015). Jell et al. (2010) 
confirm the previous assumption in their work, whereby the 
number of patents has a positive influence on the level of 
financing and at the same time increases the probability of 
attracting an investor with a high reputation as a provider of 
financing. Nevertheless, the factor does not appear to be as 
important in the present literature as it might initially appear. 
Although the criterion is ultimately one of the dominant 
criteria, it is clear that it is one of the more subordinate criteria 
among the 14 decisive ones, although the importance of the 
individual studies differs. If, for example, Bogle and Reuber 
(1992); Elango et al. (1995) and Macmillan et al. (1985) 
consider it one of the more important criteria (rank 3,5,9), 

protecting the product is almost insignificant in many studies 
(Osnabrugge and Robinson, 2000; Eisele et al., 2002; Sudek, 
2006), and so patents ultimately emerge as an important, but 
not an essential factor for investors (Hoenig and Henkel, 
2015). 

The reason for this fluctuation could, however, be found in 
the fact that only three of the studies dealt with so far place a 
clear focus on NTBFs, and the publications just mentioned by 
Bogle and Reuber (1992) already show that the influence of 
patents in ventures with a technical orientation is significantly 
greater. According to Hsu and Ziedonis (2013) as well as 
Greenberg (2013), the strategic advantages would also depend 
strongly on the respective industry, which is why the 
following analysis will show how the influence of patents and 
other previously mentioned assessment criteria changes for 
NTBFs. 

 
2.6 Criterion Analysis with Regard to NTBFs - According 

to Bachher and Guild (1996), NTBFs would be characterized 
by the fact that their offering is marketed in this form for the 
first time, and this leads to the assumption that it should also 
be precisely the offer itself which is attributed a decisive role 
in the assessment of technology ventures. For Hoenig and 
Henkel (2015), the greatest challenge is to correctly assess the 
quality of the technology developed. The assumption of an 
increased product focus in the evaluation of NTBFs can be 
seen in all existing studies with a technological orientation of 
the ventures (Bachher and Guild, 1996; Bachher et al., 1999; 
Bogle and Reuber, 1992; Hoenig and Henkel, 2015; Hoenen et 
al., 2014; Greenberg, 2013; Hsu and Ziedonis, 2013). 

The study by Bogle and Reuber (1992), for example, 
shows that the criterion of absolute familiarity with the 
technology on offer is the most important criterion on the one 
hand, and is rated by around 65% of investors as an essential 
and indispensable factor in the evaluation. Bachher and Guild 
(1996) and Bachher et al. (1999) find a comparatively above-
average importance of the product characteristics based on 
USP. 

In our analysis, we find that the uniqueness of the product 
is among the five most important criteria in three out of four 
surveys and, with one exception (Elango et al., 1995), and thus 
consistently considered more important for NTBFs. 
Furthermore, USP is rated more important than market growth 
in two out of four studies. This is reversed in all studies 
focusing on non-technology driven ventures. To us, this 
indicates that the product potential of NTBFs outweighs the 
market potential. 

The empirical study by Hoenen et al. (2014) shows the 
strong influence that patents can have on the evaluation of 
NTBFs. These analyzed the financing of 580 US 
biotechnology companies through regression analysis, 
whereby it was shown that the investment volume and thus the 
company value for each additional patent increased ceteris 
paribus by 7.7%. Similar findings emerge from the studies by 
Greenberg (2013) and Hsu and Ziedonis (2013), which also 
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showed by regression analysis that the company value 
increases by 46% and 28% ceteris paribus if the number of 
patents doubles.  

According to Hsu and Ziedonis (2013), patents would 
enormously increase control over the product offered and 
strengthen the company’s competitive position while keeping 
potential competitors at a distance. At the same time, the 
founders can achieve more profits from their own R&D and its 
human capital through cost advantages, price surcharges or the 
granting of licenses (Teece, 1986). Nevertheless, the results of 
the individual studies mentioned above should be treated with 
great caution, as the strategic advantages of patents strongly 
depend on the respective industry (Hsu and Ziedonis, 2013), 
which therefore does not make it possible to make valid 
general statements about the influence of patents. 

Nevertheless, Hoenig and Henkel (2015), who analyze the 
influence of the three criteria patents, alliances and team 
experience in a conjoint analysis, also confirm the strong 
influence of patents on the evaluation of NTBFs (35%). Only 
alliances account for an even larger share (38%), with Hoenig 
and Henkel (2015) also coming to the conclusion that alliances 
are used by investors as clear quality signals for the 
technology on offer. They point out that companies with 
serious alliance networks can benefit enormously from the 
cooperation and that it is therefore more likely that the 
ventures will outperform others. For example, an agreement 
with a distributor could help to better position the innovative 
product in the market. But also partnerships with large 
companies would increase the value of the venture, as these 
companies have to select their alliances to protect their own 
reputation and send positive signals to investors. According to 
Hoenig and Henkel (2015), it can be assumed that a venture is 
of high quality if it cooperates with a strong alliance partner, 
which also reduces the existing information asymmetries 
between the founders and investors. 

Ultimately, however, it must be noted that an investment in 
NTBFs is not as different from other ventures as it would 
appear at first glance. Thus, Bachher and Guild (1996) state 
that the evaluation of NTBFs is about correctly assessing the 
potential of the offered technology and thus assigning greater 
importance to the product characteristics and the IP situation. 
However, in the end all ventures would introduce a new 
product in a certain way, and so it is again the founder 
characteristics which emerge as the most important criteria in 
NTBFs. Bogle and Reuber (1992) conclude in their study that 
financing experienced and highly qualified founders enable 
the best business opportunity for NTBFs, which further 
strengthens the primary role of the founder characteristics in 
the evaluation. 

 
2.7 Criterion Analysis across Venture Development Stages 

- The studies by Elango et al. (1995); Eisele et al. (2002) and 
Brettel (2001) are used to identify changes in the significance 
of individual criteria over the various financing phases, as they 

deal with this topic in concrete terms. Figure 7 shows the three 
most important criteria of each survey by green markings. 

 
[Fig. 7 about here.] 

 
As is immediately obvious, the investors’ focus remains 

unchanged over time, and thus in each phase, we can find the 
decisive criteria, as in the general analysis of the criteria, in 
the area of the personality and experience of the founders. 
According to Elango et al. (1995), for example, the top 
priority in all phases is highly qualified management, since, 
besides the product idea itself, commercial implementation is 
decisive for subsequent market success, which depends largely 
on the efforts of management (Eisele et al., 2002). 

The most important evaluation criteria are again industry 
experience, the enthusiasm of the founders and the ability to 
assess and deal with risks. In theory, the latter should be the 
most important criterion, especially in the early phases of the 
venture, since the risk seems to be highest at the beginning of 
the entrepreneurial activity and risk management should 
therefore be of correspondingly high importance (Brettel, 
2001). Although the criterion is one of the decisive factors in 
all phases, in the present studies it is perceived as more 
important by investors in the later phases of the venture, which 
does not confirm the assumption. In the study by Elango et al. 
(1995), for example, the importance of the criterion rises from 
sixth place in the seed-stage to third place in the early-stage to 
the first place in the late-stage, where it is the most important 
factor in the evaluation. 

There are no significant differences in industry experience, 
which shows that the criterion is considered an essential factor 
by investors in all phases. According to Eisele et al. (2002), 
this is not only a prerequisite, especially in the early phase, for 
target market-oriented research and development as well as for 
carrying out a well-founded market research on the expected 
market situation, but is also ultimately advantageous for the 
correct market launch of the product if the founders are 
already familiar with the corresponding target market. In the 
study by Elango et al. (1995), for example, industry 
experience is the most important criterion in the seed-stage 
and the second most important criterion in the early-stage. 

In the expansion-stage, Eisele et al. (2002) emphasized the 
founders’ familiarity with the domestic and foreign sales 
market, which is a prerequisite for generating rapid and 
sustainable growth. In their study, industry experience in the 
expansion-stage is the most important criterion, which is again 
confirmed in the late-stage. This can be explained by the 
increasing competition through the market entry of 
competitors as well as the increasing market saturation, which 
creates a need for action for the founders in order to maintain 
growth through new and more innovative products (Eisele et 
al., 2002). 

It also shows that leadership experience is, without 
exception, becoming more and more important over time. In 
the study by Elango et al. (1995), for example, the significance 
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of the criterion rises from seventh place in the seed-stage to 
fifth place in the early-stage, until it represents the second 
most important factor in the assessment in the late-stage. 
According to Brettel (2001), this can be explained above all by 
the growth of the company and the associated increase in the 
number of employees, whereby leadership qualities are 
attributed an increasingly decisive role. In this context, the 
factor of a balanced management team in the expansion-stage 
is also gaining in importance, which for Eisele et al. (2002) 
goes hand in hand with the increasing diversity and 
complexity of the tasks, where it is of great advantage if the 
management complements each other with its skills and 
experience. 

Certain differences can also be identified in terms of 
market and product characteristics. While the focus in the 
early-stage is more on market entry and thus criteria such as 
barriers to market entry (Muzyka et al., 1996; Sudek, 2006) or 
a low intensity of competition in the first three years 
(Macmillan et al., 1985; Knight, 1994; Osnabrugge, 2000; 
Sudek, 2006), investors pay more and more attention over the 
course of time up to the late-stage to the extent to which the 
product is already established in the market and thus shows a 
certain market acceptance. 

While Eisele et al. (2002), ranked market acceptance 27th 
in the early-stage, it is ranked 9th in the expansion-stage and 
thus one of the essential factors. This reflects the enormous 
importance of a recognizable market acceptance in the 
evaluation, as this ultimately forms the basis for long-term 
profitability of the venture (Eisele et al., 2002). The 
importance of existing distribution channels also rises from 
initially the least important factor in the study by Eisele et al. 
(2002)to 22nd place, as this is a strong indicator that the 
product is already well integrated into the market. 

Elango et al. (1995) also found in their study that early-
stage investors look more at the USP of the product (rank 4) 
and at high market growth (rank 3), which are the two decisive 
factors for being able to introduce a product competitively and 
successfully into a market. Eisele et al. (2002) also conclude 
that it is decisive for investors in the early phase to see that 
there is a clearly discernible customer benefit (rank 5) and 
certain advantages (rank 9) over competitors. It thus becomes 
apparent that in the earlier financing phases, investors were 
more focused on the potential of the product and the market 
and felt that differentiation from competing products was very 
important. 

Finally, the aspect of patents should be taken up. Due to 
the decreasing information asymmetries over time, Hoenen et 
al. (2014) concluded in their study that patents would lose 
their signal effect within further financing rounds, whereby the 
positive influence of the criterion only becomes apparent with 
the first financing. Greenberg (2013) also concludes in his 
study that the positive influence is only so pronounced in the 
early-stage of the company and that the significance would 
diminish the more mature the venture is in the evaluation. 

Nevertheless, to conclude this section, it has to be pointed 
out that the presented results are based on a very limited 
number of studies, thereby affecting the ability to generalize 
the findings as well as their informative value. This represents 
a clear limitation and needs to be addressed in further 
research. 

 
2.8 Criterion Analysis with Regard to Investor Type - 

When analyzing the significance of criteria in connection with 
the type of investor, it can be seen that the most important 
criteria of both BAs and VCs fall within the area of venture 
characteristics, and thus, regardless of the type of investor, the 
focus is again on a qualified and experienced founding team 
(Bachher and Guild, 1996; Bachher et al., 1999; McKelvie et 
al., 2014; Osnabrugge, 2000; Sudek, 2006). 

Nevertheless, various studies have concluded that certain 
differences can be discerned both within the venture 
characteristics and in the subsequent criteria (Bachher and 
Guild, 1996; Osnabrugge, 2000; McKelvie et al., 2014). 
Osnabrugge and Robinson (2000) explain the different 
weightings of individual evaluation criteria because the 
investors would use different control mechanisms to minimize 
their respective risks. McKelvie et al. (2014) extend this 
approach and emphasize that in the case of BAs, the 
information asymmetry between them and the founders is 
more pronounced due to the often earlier time of investment 
than in the case of VCs, and that the latter therefore pay more 
attention to human risks, whereas VCs try to avoid possible 
conflicts of objectives and opportunistic behavior on the part 
of the entrepreneurs. Finally, their conjoint analysis shows that 
BAs place more emphasis on the passion of the founders, 
whereas VCs place more emphasis on the economic potential 
of the company. The former cannot be confirmed in the other 
available studies, since VCs also rate the enthusiasm of the 
founders very highly (Knight, 1994; Macmillan et al., 1985; 
Bachher et al., 1999; Zutshi et al., 1999; Bogle and Reuber, 
1992) and this is, therefore, one of the most important factors 
in the evaluation, regardless of the type of investor. 

That BAs nevertheless pay more attention to the 
entrepreneurs, especially to their relationship with them, could 
be assumed from the trustworthiness, which emerges in the 
studies by Osnabrugge and Robinson (2000) and Bachher and 
Guild (1996) as the second most important criterion and in the 
study by Sudek (2006) even as the most important criterion. 
According to McKelvie et al. (2014), for the BAs it is a matter 
of finding the "right" entrepreneur from their point of view, 
whereas Sudek (2006) emphasizes that a lack of familiarity 
with the founders would destroy any good business idea or 
attractive growth potential. Although no comparison can be 
made on the basis of the available literature, in our view it 
nevertheless represents the basis for successful cooperation 
among them as well. 

The hypothesis confirmed by McKelvie et al. (2014) that 
VCs would give greater weight to the company’s economic 
potential is explained by their increased intention to generate 
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returns, whereby they focus in particular on market growth as 
the first indicator of the venture’s potential. Bachher and 
Guild (1996) as well as Bachher et al. (1999) also suspect an 
increased market-oriented view on the part of the VCs, and 
thus the market growth in the two studies comes in second and 
third place, with one investor saying in an interview : “The 
first thing we look for is the market. If it’s not there, we don’t 
invest.” (Bachher and Guild, 1996). Nevertheless, the BAs 
from the study by Bachher et al. (1999)also regard it as the 
third most important criterion and in the studies by Sudek 
(2006) and Osnabrugge and Robinson (2000) the factor with 
rank six and seven is still one of the important criteria of the 
BAs, whereby the assumption can only be partially confirmed. 

It is striking, however, that USP is attributed 
comparatively above-average importance by the BAs in the 
studies of Bachher and Guild (1996)and Bachher et al. 
(1999)with rank four and five, respectively. According to 
(Bachher and Guild, 1996), this is due to the often earlier 
investment time of the BAs, in which the analysis of the target 
market usually still proves to be difficult and thus the focus 
must be on the offer of the venture itself, since a good product 
is a basic prerequisite for a successful market entry. A 
business angel in the interview, for example, said: “all we 
want to know is that there is an excellent product idea. We feel 
most comfortable if we create the market.”. The study by 
Osnabrugge and Robinson (2000) also shows that with the 
sales potential of the product in 3rdplace and the quality of the 
product in 7th place, the BAs consider the product 
characteristics to be very important. The question remains as 
to whether VCs do this significantly less, since, for example, 
the USP has a decisive share in the evaluation of VCs in the 
study by Bachher et al. (1999)with rank four as well as in the 
two surveys by Zinecker and Bolf (2015)with rank six each. 
Landström’s conjoint analysis (1998) also refutes the 
assumption of Bachher and Guild (1996), as it shows that for 
BAs the influence of market growth is higher than that of 
USP. 

Ultimately, it is difficult to discern significant differences 
between VCs and BAs with the available literature, since 
aspects taken up in studies often can only be partially 
confirmed or even refuted in other publications, which at the 
same time raises the question of whether BAs and VCs can be 
correctly differentiated at all or whether there is simply a 
general heterogeneity within investors, regardless of which 
category they belong to. Thus, it is argued that the investment 
behavior of BAs and VCs becomes increasingly difficult to 
differentiate as BAs become more professionalized in their 
investment approach and VCs strongly enter more early-stage 
investments (Wessendorf et al., 2019). 

 
3) Threats to Validity: Validity is crucial for meaningful 

findings and thus needs to be properly reflected within the 
selection of publications analyzed and the methodology 
chosen. To assess potential threats to validity, we account for 
four categories of validity relevant to SLRs: descriptive, 

theoretical and interpretative validity as well as 
generalizability (Tahir et al., 2016). 

Descriptive validity refers to the factual accuracy of the 
account and whether the researchers could produce 
descriptively same data for the same event or situation. When 
performing SLR, one major potential threat is not using 
appropriate keywords during search as well as the issue of 
omission The selection of primary studies holds a threat such 
as ‘True Negative’ (the selection of primary studies which are 
not relevant or of low quality) and ‘False Negative’ (the 
omission or rejection of primary studies which should be 
included). To avoid these threats, we devised a well-defined 
review protocol including a search string, inclusion and 
exclusion criteria, as well as quality assessment criteria. When 
forming the search string, we first reviewed the relevant 
concepts and terminology and then identified the keywords to 
be used. Next, we checked synonyms and alternatives for each 
keyword. In order not to miss any relevant study during the 
search, we used well-known online research databases and 
search engines. Furthermore, we also applied snowball 
tracking each primary study identified during the search. 

Theoretical validity is concerned with what researchers have 
in mind and what is investigated and whether this was 
correctly captured. To capture the relevant and correct 
information, we designed a data extraction form in which we 
defined specific requirements for answering the RQs. All 
authors reviewed the data extraction form and the definitions 
to avoid misinterpretations. 

Interpretive validity is concerned with whether the 
conclusions follow from the data and are not biased by the 
researchers. Qualitative studies, such as SLR, are more apt to 
these types of threats due to researchers interpreting the data. 
We tried to reduce subjective interpretations of the researchers 
by collecting the data in a structured way and deriving 
conclusions following a rigorous analysis process. 

Generalizability deals with the degree to which conclusions 
we draw are reasonable. As SLR’s involve mostly qualitative 
data analysis, we used well-defined information requirements 
in the data extraction forms to mitigate this threat.Below is a 
list of relevant scientific publications resulting from the 
literature search in accordance with the defined results 
protocol. Table 1 lists all studies that deal with the relative 
importance of evaluation criteria among themselves, whereas 
studies from table 2 examine the actual influence of criteria on 
the evaluation and investment process. 

C. Reporting Phase 

In the last phase, the reporting phase, the analysis of the 
identified studies begins. Based on the findings of the previous 
Conducting Phase, the defined research questions are 
answered. A final evaluation and conclusion in the sense of a 
discussion of findings completes the SLR. 
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1) RQ1 — Which non-financial criteria are given 
increased significance in the evaluation and to what extent are 
they included in the investment process?  

To evaluate the significance and influence of the decisive 
evaluation criteria in the early-stage of a new company, we 
use the general analysis of the criteria in the conducting phase. 
As was already apparent in this analysis, not all decisive 
criteria could be described quantitatively, as only some of 
them were dealt with in analytical studies. Nevertheless, the 
following attempts were made to express the quantitative 
aspects of as many criteria as possible. 

As was initially apparent from the derivation of the decisive 
evaluation criteria there are only a few of the many identified 
factors which can be assigned a decisive role in the evaluation. 
It was thus possible to recognize that the positive outcome of 
the evaluation process depends to a large extent on the skills 
and experience of the founders themselves and that the 
qualification of management is therefore ultimately an 
important indicator of the later success of an investment 
(Eisele et al., 2002). The decisive evaluation criteria were the 
enthusiasm of the founders and their industry and leadership 
experience. Bachher and Guild (1996)explain the enormous 
importance of a highly qualified and experienced management 
team by the fact that it is the entrepreneurs themselves who 
ultimately transform the business idea into reality and have to 
establish the product on the market. Often it is not the venture 
itself that is invested in, but the skills of the founders, because 
if they are unsuccessful, their business is unlikely to be 
successful. 

Based on analytical studies, it then became clear that in 
most of the studies industry experience alone influenced the 
assessment by about one third (Shepherd, 1999; Franke et al., 
2004, 2008). For Macmillan et al. (1985), this was the 
deciding factor for investors, as it would give them the 
greatest confidence that the founders could identify any 
problems in a familiar area at an early stage and resolve them 
accordingly, which enormously increases the probability of 
success for the company. On the other hand, it could be shown 
that leadership aspects only account for about 10% of the 
criteria examined and thus occupy a slightly subordinate 
position among the decisive criteria (Shepherd, 1999; Franke 
et al., 2004, 2008). 

With regard to market and product characteristics, it can be 
said that the decisive focus of investors is on assessing the 
company’s potential. In the early-stage, this is the central 
aspect of the evaluation, whereas existing strengths and 
weaknesses are less important. Thus, it is ultimately up to the 
investors to assess the product potential based on the USP and 
the economic potential of the company on the basis of market 
growth. However, these criteria have a clearly subordinate 
position behind the founder characteristics, whereby their 
influence is in some cases 30-40% less than these (Landström, 
1998; Knockaert et al., 2010). 

At the same time, it could be shown that the economic 
potential clearly out-weighs the product potential in the 
evaluation, since market growth appeared to be more 
important than USP in all surveys with only one exception. 
This aspect can also be seen quantitatively, where market 

growth is estimated to be about 5-10% more important than 
the USP (Landström, 1998; Knockaert et al., 2010). Thus, it 
would not be necessary for the product to be superior to other 
products due to its uniqueness, whereas strong market growth 
would be indispensable for a successful company (Rea, 1989). 
Macmillan et al. (1987) add that market factors would 
generally be more important than product fac- tors in order to 
assess the success of the venture, which is ultimately also 
reflected in the importance of the individual evaluation 
criteria.  

2) RQ2 — What is a potential change in relative 
importance of the evaluation criteria examined along with the 
different phases typically experienced by a young company?  

Even if the quest for answers to RQ2 resulted in interesting 
insights, it has to be pointed out that the presented results are 
based on a very limited number of studies, thereby affecting 
the ability to generalize the findings as well as their 
informative value. This represents a clear limitation and needs 
to be addressed in further research. Nevertheless, the insights 
derived will be derived in more detail. 

To address this research question, we first assessed the 
significance of individual criteria over the course of a venture 
and at the same time highlighted possible changes. In general, 
it can be said that criteria that are mentioned as the most 
important in the individual categories in the early-stage 
segment are rarely dropped in later development phases 
(Eisele et al., 2002). This leads to the conclusion that there is 
probably an agreement among investors that certain evaluation 
criteria are regarded as essential prerequisites for a positive 
investment decision, regardless of the venture’s current 
development phase. Thus, it can be stated that investors regard 
the two most important criteria, passion and industry 
experience of the founders, as indispensable factors in all 
phases. 

Although the focus in all phases of the venture is on an 
experienced and qualified founding team, this work 
nevertheless reveals certain changes. However, these changes 
logically go hand in hand with the growth of the company and 
thus do not produce any surprising results, which, according to 
Eisele et al. (2002), means they can also be expected 
theoretically and can, therefore, be explained plausibly. 

It is leadership aspects and the balance of the management 
team in particular that appear to be increasingly important 
over time. The increasing size of the company and the 
growing complexity of the tasks can ultimately explain this. 
Within market and product characteristics, the focus of 
investors over time is increasingly on existing strengths and 
weaknesses (Landström, 1998). Whereas in the early-stage, 
due to the lack of company history, there is often only the 
possibility of assessing the potential of the company on the 
basis of the USP and market growth. It is ultimately important 
for investors to see from a certain point in time to what extent 
the product offered has already established itself on the market 
and can therefore demonstrate a certain market acceptance. 

The significant changes occur mainly between the early and 
expansion stage, whereas the transition from expansion to late-
stage is much less noticeable in the importance of the criteria. 
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According to Eisele et al. (2002), an investment in a company 
that is in the early-stage segment would be so recognizable 
that it is viewed differently from an investment in later 
development phases, which is explained at the same time by 
the different conditions to which such a young company is 
exposed. 

Further, it became apparent that criteria such as patents and 
alliances, which in the early-stage of NTBFs were still 
regarded as positive quality signals for investors, lost their 
essential importance over time due to decreasing information 
asymmetries.  

3) RQ3 — Are there any differences in terms of 
significance of the evaluation criteria focused on young 
technology companies in particular and young companies in 
general?  

The significance of evaluation criteria shows that 
irrespective of the technical orientation of a young company, 
there are decisive criteria regarding the venture characteristics 
as well as product and market characteristics, the non-
fulfillment of which would not result in financing by the 
investors. Thus, the evaluation of NTBFs in particular does 
not differ from investments in young companies in general. 
Nevertheless, with the help of the available literature, it was 
possible to recognize that the focus of investors is more on the 
product than was the case in the general criteria, and that they 
must foremost correctly assess the quality of the technology 
offered in the evaluation (Hoenig and Henkel, 2015). It was 
noticeable, for example, that the USP was felt to be of above-
average importance in studies with a technical orientation of 
the companies and that criteria such as familiarity with the 
technology offered also played an essential role. 

However, the central difference can be seen in the influences 
of patents and alliances. It became apparent that patents and 
alliances have a decisive influence on the evaluation and that a 
positive evaluation outcome correlates positively with the 
number of patents and alliances. The company value increased 
by an average of 30-40% when the number of patents doubled. 
In addition to their protective effect vis-à-vis competitors, 
patents are also proof for investors that the young company is 
well managed and has already reached a certain stage of 
development (Hsu and Ziedonis, 2013). Alliances are largely 
credited with beneficial effects, as the ventures could thereby 
gain valuable access to knowledge or other assets. This would 
enable them to achieve technological developments that they 
might not have achieved on their own (Hoenig and Henkel, 
2015). 

Ultimately, both alliances and patents additionally reduce 
the information asymmetries between founders and investors 
through the clear quality signals of the developed technology, 
although there is also agreement in the literature that the 
influence strongly depends on the respective sector 
(Greenberg, 2013; Hsu and Ziedonis, 2013; Hoenen et al., 
2014). 

4) RQ4 — What are the fluctuations in terms of 
significance of relevant evaluation criteria between business 
angels and venture capitalists?  

 

 
Based on the available literature, it is only partially possible, 

if at all, to detect significant differences between business 
angels and venture capitalists, since anomalies within one 
study cannot be confirmed or even refuted in other studies. 
Only the aspect of market growth can be partially confirmed, 
which is more in the focus of VCs due to their increased 
intention to generate returns and which therefore places more 
value on the economic potential of the company. However, the 
question remains whether BAs do this significantly less. 
Although they do indeed have a different investment strategy, 
and there is agreement in the literature that they invest at a 
much earlier stage than VCs, market growth is generally an 
essential factor for a company’s success. Thus, it can be 
doubted that BAs attach significantly less importance to this. 
This has ultimately been confirmed in the other studies 
available, in which market growth has always been among the 
most important criteria for BAs as well. 

A further differentiation according to investor type is 
currently not possible, however, since there are too few studies 
up to the present time which concentrate on identifying 
differences between the two investor types. However, various 
cluster analyses within the existing studies (Franke et al., 
2004, 2008) show that several and above all distinguishable 
investor types emerge from the samples surveyed. For 
example, an analysis of variance in the study by Franke et al. 
(2004) showed that the VCs surveyed produced five 
homogeneous but heterogeneous groups. Within these, it 
became apparent that all five types had different focal points 
in their evaluation and that the influence of individual criteria 
even differed by almost 50% in the most extreme case. 
According to Franke et al. (2004), it could be seen that there 
are enormous differences in the subjective significance 
weights among the investors and that one cannot therefore 
speak of “the” evaluation process, but must differentiate 
between different types, which differ from each other. It can 
be assumed that this could also apply to the differentiation of 
business angels and venture capitalists, whereby it may not be 
possible to draw a strict line along the investor type, but there 
are simply different types of early-stage investors with the 
same evaluation patterns, which may be represented both 
within BAs and VCs. Thus, the boundary may be drawn based 
on their characteristics, but not between BAs and VCs.  

IV. CONCLUSION 
This study was aimed to get a better understanding of the 

decisive criteria used by Business Angels and Venture 
Capitalists to evaluate early-stage ventures. By following a 
structured search process, we tried to sum up the existing 
research results to find out which non-financial criteria have 
the most impact on the evaluation process. 

As a result, we summarized the significance of the criteria 
of business angels and venture capitalists used in practice 
regarding the evaluation of early-stage ventures. We could 
show that research deals with an enormous number of factors 
which can in principle be included in the evaluation, but only a 
very few of them can ultimately be attributed to be of decisive 
character. At this stage it should be pointed out, that even if 
financial criteria are almost non-existent in very early 
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investments, they will play an increasingly important role at 
later stages. Yet, the research focus on non-financial criteria is 
not considered compromising the results with regard to the 
evaluation process, as the impact of non-financial criteria 
relative to financial criteria, e.g. on valuation, was proven to be 
highly comparable Sievers et al. (2013). 

It became clear that a positive assessment by investors 
depends primarily on the passion of the founders, their industry 
and leadership experience, market growth and the uniqueness 
of the product. In addition, we recognized that the evaluation 
depends largely on the founders’ characteristics, and thus the 
focus of investors is clearly on the skills and experience of the 
founders themselves, with the personality traits slightly 
outweighing. The market- and product-related criteria seem to 
be relatively far behind, and so it can be assumed that no 
positive investment decision by the investors would be made if 
the management has deficiencies in the qualification, no matter 
how promising the market or the product itself is. In the end it 
could be stated that the market potential in most cases 
outweighs the product itself, which is astonishing in that the 
offer of the venture itself moves to the last place in the 
evaluation. The analyzed studies agreed that market 
characteristics are important, even though there are slight 
differences with regard to the most important single criteria. 
Product-related criteria show a high standard deviation and 
thereby indicate different opinions regarding the importance 
assigned by investors. The same holds true for intellectual 
property. 

On the basis of various comparisons in the analysis of the 
criteria, the above-mentioned criteria in no case lose their 
decisive importance and are therefore essential in the 
evaluation, regardless of the current phase or technical 
orientation of the venture. Nevertheless, in both cases, certain 
changes could be detected in the following criteria. 

On the one hand, product characteristics tend to have a 
stronger influence on NTBFs than on general ventures; on the 
other hand, patents and alliances have an extremely positive 
effect on the assessment, whereas these are desirable for 
ventures without a technical orientation, but all in all are not 
essential. The more mature the company becomes, the more 
investors focus on existing strengths and weaknesses and not 
pure potential. Thus, from the expansion stage onward, it is 
important to see that the venture can demonstrate market 
acceptance with its product, while at the same time factors such 
as leadership and risk management capabilities gain 
enormously in importance as the company grows. With regard 
to the investor, it was not possible to identify significant 
differences with the help of the available literature.  

A. Theoretical Contribution and Practical Implications 
This study enables an overview on current research results 

with regard to evaluation of early-stage ventures. Through a 
systematic review of existing research, it was possible to gather 
the results of a wide spectrum of existing empirical analyses to 
form one holistic picture, which thereby reduced the 
complexity of the topic enormously. 

Since Shepherd (1999) showed that investors clearly lack 
an understanding for their own evaluation process and pattern, 

an overview of the most important criteria helps them to 
question their own evaluation process. For startups and 
entrepreneurs this study is also a way to get an insight on the 
criteria used by investors and their respective impact on 
evaluation, which increases their chance of getting funded by 
an investor and thus attain the financial means to drive their 
growth. It appears, that this study has clear advantages for 
several groups and can thereby create a value added. 

B. Limitations 
We base the fundamental limitation of this work on the 

enormous subjectivity of investors’ assessments and the 
resulting heterogeneity within them, which makes it difficult to 
make universal statements. In addition, the studies require an 
insight into the investor’s own evaluation process, which is 
often limited. According to Landström (1998), the interviewees 
would tend to overestimate the significance of the individual 
factors, often leading to an inflationary assessment of 
importance, in which all the criteria discussed are classified as 
particularly important. 

In studies on the relative importance of assessment criteria, 
the formation of ranks within each study also represents a 
potential limitation. The differences between two criteria are 
very small in the vast majority of cases, so it is not given that 
one criterion, which has a higher rating, is actually significantly 
more important than another. In addition, the importance given 
is always averaged out across the entire sample, whereby the 
standard deviations from the studies already show that there are 
strong differences of opinion within some investors surveyed. 
For the founders, however, this can be seen as positive, because 
a bad rating on the part of an investor does not mean that all 
investors will share this same opinion. Rather, it is a matter of 
finding the right investor (Franke et al., 2004). 

In analytical studies, the actual influence of criteria can be 
determined more precisely. Here, however, the problem 
occurred that the criteria examined vary strongly and it was 
therefore not possible to aggregate these criteria meaningfully. 
Thus, the analytical studies were individually included in the 
evaluation, whereby their significance is strongly dependent on 
the respective sample. 

However, despite the aforementioned limitations of the 
topic itself and the respective individual research methods, it 
was possible to derive consistent facts or tendencies, which 
ensured the fundamental quality of this work. 

C. Future Research Directions 
Future research in this area should address different 

requirements and assessments by business angels and venture 
capitalists, as the question was raised as to whether they exist 
at all. Thus, future research could investigate how the 
significance of the evaluation criteria between the two investor 
types relate to each other. In addition to the entrepreneurs and 
the investors themselves, new findings in this matter could also 
benefit political decision-makers and other managers in the 
corporate finance sector, for example. 

In addition, more analytical studies should generally be 
conducted in the future to investigate the actual influence of 
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evaluation criteria. For example, it was not always possible to 
examine quantitative aspects of all decisive criteria in this 
study, as there is still a great lack of such research. To  this end, 
the preceding topic with the differences between BAs and VCs 
could also be examined more closely. In analytical studies, for 
example, it would become clear exactly to what extent the 
influences of the individual criteria differ between the two 
investor types. In addition, it is precisely the analytical studies 
that provide investors with an insight into their own evaluation 
process. Shepherd (1999) explored exactly this approach by 
letting investors estimate the influences of their criteria used in 
the evaluation followed by a validation with help of conjoint 
analysis. It turned out that the estimates deviated greatly from 
the actual influences. In reality, for example, almost 35% of 
industry experience was included in the evaluation, whereas 
investors initially estimated the influence to be only about 
15%. According to Shepherd (1999), this shows that investors 
only have limited insight into their own evaluation process and 
a limited understanding of it. Thus, it emerges from the above 
aspects that there is still a great need for analytical studies to 
broaden the understanding of the actual evaluation patterns of 
investors.  
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Table 3 Ranking of Decisive Criteria for Early-Stage Venture Evaluation 
 

 
 


