


II. THE CONCEPT OF
CAPITAL

VENTURE-TO-

Traditionally incubators, business angels and various kinds
of advisors — operating in so-called informal venture capital
market — have played a key role in growth and development
of fledgling companies. A key objective in their work is to
provide ventures with financial and managerial support,
thereby assisting them to cross the gap and eventually
become ‘investable’ in the eyes of the formal venture
capital players. Herein, the informal VC players refer to
Venture-to-Capital (V2C) players. They, however, also
have limitations in their work and cannot fully address the
capital and knowledge gap problems [12]. To bridge these
gaps a new breed of professional V2C players is emerging.

An essential common nominator in newly emerged V2C
operating models is that the operative acquires equity in the
target company. The purpose on the bottom of this is to
create long-term commitment for making the co-operation
successful. Naturally, sharing the potential success means a
sacrifice for the entrepreneur, but in many cases the
benefits surpass the drawbacks. Examples of new V2C
operating models will be examined in following section. Of
course not all the ventures, V2C players nor venture
capitalists are similar. They all have their own ways of
acting, individual goals and earning logic i.e. a different
strategy logic. Anyhow, there are some similarities within
all of these groups, and therefore some archetypes should
be taken under consideration.

There are several V2C players that can be easily recognised
(see [8], [7]). As the normative strategy logic for venture
capitalist is interim-owner, the normative strategy logic for
V2C player should serve interim-owners. So ideal V2C
player has to think, what it is that interim-owners want and
need. The goal for V2C player is to find prospective
companies and assist them in becoming ‘investable’.

Anyhow the V2C field is highly diverse at the moment. It
includes at least business angels, who are hobbyists in
certain ways; incubators, who are mainly public sector
based and therefore under the public eye with limited risk
taking abilities and little space for making mistakes;
advisors, who are mainly focused on their own short-term
gains; and corporate venture capitalists, that are not usually
seeking direct financial gains rather than indirect strategic
gains such like technology development. Still another form
of V2C is corporate venturing.

The basic assumption is that all of these V2C players
mentioned above (excluding corporate venturing)
concentrate on making prospective ventures ‘investable’ in
the eyes of venture capitalists i.e. they help ventures to
cross the capital gap. It also seems that their main customer
is entrepreneur. Furthermore, those V2C players are not
interested in what happens after the venture has got a
venture capital financing: after that it’s venture capitalist’s
task to push the venture ‘listable’.

As mentioned before, none of the above seems to be
established for serving venture capitalists (and even less
interim owners) but entrepreneurs. So there is a need to
sketch some kind of ideal V2C player and his or her
strategy logic to serve the both ends of the value chain.

Operational logic of a V2C player should be approached
from two perspectives. Firstly, what is the wvalue to
entrepreneur i.e. what are the “actions” perceived by the
ventures? Secondly, how does a V2C player provide better
and more ‘investable’ ventures to capitalists? V2C player
adds value to venture by knowledge on certain operational
or strategic issues, which usually are not the core
competence of entreprencur. Also by acting as an advisor
V2C player gains insight of a venture, thus accumulates
information and knowledge for the capitalists. As V2C
player operates as a medium between two different actors,
the match making is critical process. By exposing ventures
to capital new businesses can be created.

Ventures, which want to get financed and guided by
venture capitalists or V2C players, have to accept the rules
set by venture capitalists, which originally derive those
rules from stock market [13], [14]. The normative venture
capitalist, interim-owner, requires ownership in the
company and a board seat, so that its financial gains and
control are secured. The ultimate goal of interim-owner is
successful exit. The task of V2C player is to select and
guide ventures that are willing to accept these conditions.
In this process ventures are seen as raw material and
venture capitalists as customers. The process described
above is considered to be an ideal V2C process.

However V2C player’s role is more than just translating the
conditions and rules set by venture capitalists. They have to
prepare those prospective ventures to survive in dynamic
business environments by providing at least businessman
wisdom, growth management skills, managerial advices
and entries to networks.

III. SOCIAL DYNAMICS OF VENTURE-TO-
CAPITAL ACTIVITY

Social capital theory proposes that networks of
relationships are a valuable resource for both individuals
and organizations. According to Arenius [16] those
networks are for interaction and for gaining access to assets
required. Nahapiet & Ghoshal [17] have observed that the
value of the social capital is in its ability to make possible
the achievements, which would be impossible without it or
would be very costly, thus the value of social capital relies
on its usability. Social capital is invisible, ubiquitous, and
hard to pin down, so it is usually studied in terms of its
manifestations and effects [16]. Social capital can operate
at the level of an individual, a team, an organization, an
industry, a community, a nation, or an entire economy. In
the context of V2C the individual, organizational and
communal levels are the key to observe social capital, as
the focus is on the key stakeholders of a growing company.






on it. On the other hand, the functionality of the activity
system is the key phenomena. This paper was a conceptual
delineation and an attempt to tackle one of the most
important catalysts of company growth. Future research on
the issue of this paper level should concentrate on
following themes in empirical level beyond description:
How social capital exists in the context of growth venture?
What are sources of social capital to different operatives?
How does structural, dimensional and cognitive social
capital affect the growth company process? What is the role
of social capital as “glue” in activity system? How does
social capital affect the dynamics of the activity system?
And, how transfer of intellectual capital can be measured
and managed?
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