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The Effects of Venture Capitalists on the Governance of 

Firms 
 
 
 

Abstract: 
 
Recent growth in the VC industry has given way to new academic research exploring 
mainly the form and the function of VCs.  While we now know much more on the 
mechanics of this industry still we have limited knowledge on the effect of VC activity in 
shaping and managing the governance structure of portfolio companies conditional and 
unconditional on the size of the investment injected and on the geographical area of the 
portfolio company., In this paper, we try to fill this gap by testing the impact of 
differential levels of capital injection and different regions of incorporation of portfolio 
companies on a unique hand-collected questionnaire-based dataset from 164 companies 
in 5 countries (US, UK, France, Germany, Spain and Sweden). By using survey data we 
have been able to explore governance decisions at a deeper level of analysis than allowed 
by data available through traditional providers. Our results show that VCs influence on 
CEO hiring, executive compensation, employee incentives, board decisions, and board 
appointments grows with the increase of VCs’ capital injection.. Differently from 
Hellmann and Puri (2002), the size of VC funding is not significant in shaping human 
resource practices, strategic planning and investment policies. Results are significantly 
affected by the geographical region: European investors are particularly influential on a 
reduced set of governance issues with industry of the portfolio company - more than 
investment size - being a driving factor. On the other hand the larger the size of the 
investment and the higher the influence of US investors on a much larger set of 
governance items.   
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1.Executive summary 

 

Recent growth in the Venture Capital (VC) industry has stimulated new research 

exploring the structure of Venture Capital deals. Available evidence shows that VCs not 

only support firms with essential financing, but also provide value-added services to their 

portfolio companies aimed at monitoring the progress and the management of firms. 

While we now know much more on the mechanics of this industry still we have limited 

knowledge on the effect of VC activity in shaping and managing the governance structure 

of portfolio companies conditional and unconditional on the size of the investment 

injected and on the geographical area of the portfolio company.  

In this paper we focus on the governance mechanisms adopted by companies 

which have received VC injections with regards to two specific issues: 1) the size of the 

investment provided by the VC and 2) the geographical region of incorporation of 

portfolio companies. These are important issues to both academic and practitioners for 

corporate governance is the essential mechanism allowing proper management of 

financial and corporate resources by aligning incentives of employees and investors, thus 

enabling oversight and control on companies. Yet, corporate governance rules and 

mechanisms are costly and have different effectiveness across countries. For these 

reasons we believe that with the increase in the size of capital injections in a portfolio 

company the number and mix of governance tools adopted will change significantly as a 

way to increase the probability of success of the investment. Similarly, the effectiveness 

in governance provisions is affected by the legal and cultural environment of the portfolio 

company. We therefore conjecture that companies may experience meaningful 

differences in the choice of governance instruments conditional on the geographical area 

of origin.  

When investigating the governance of firms a common problem is the limited 

availability of reliable and consistent data due to the internal, non public nature of this 

information. This problem is particularly relevant for young, private companies such as 

those most likely to receive VC financing. An important feature of our paper is that we 

explore detailed governance decisions by building a novel hand-collected, questionnaire-

based database which allows a deeper level of analysis than possible with standard data 
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adopted in literature. Our survey has covered six countries, namely UK, US, France, 

Germany, Sweden and Spain which represent the most active countries in the worldwide 

VC industry based on the relative level of investment. Questionnaires have been sent to a 

panel of over 500 companies that (1) have been first VC-backed between 2000 and 2005, 

(2) were still in operations when the survey has been conducted and, (3) have not been 

acquired or publicly traded. The questionnaire addresses several questions on the 

investment size and syndication and specific governance issues like: how Board members 

are appointed and how decisions are taken, the strategy decision process and its 

amendments, the nature and structure of HR decisions at the CEO level and employee 

level. Differently from existing research we shed light on internal governance issues 

which previous literature has shown to be of critical relevance in determining the ratio of 

success of a company. 

Our empirical results show that there is a strong and positive relationship between 

VCs’ funding and their influence on some factors like decisions on CEO hiring, executive 

compensation, board decisions and appointments. Employee incentives are also 

positively related to the proportion of VC funding. On the other hand, results show that 

the proportion of VC funding is only limitedly significant in explaining VC influence on 

strategy direction and investment planning. Our analysis though, offers a remarkably 

different view after splitting data into European and American subsamples. The two 

regions show different regularities with regards to corporate governance decisions: the 

proportion of VC funding is significant in explaining the VC influence on executive 

compensation, board decisions, and board appointments in US VC-backed companies 

while in European VC-backed companies, the amount of VC funding is positive and 

significantly related only to VC influence on investment planning. CEO hiring is 

similarly influenced by VCs in both Europe and US, but we observe considerably 

different Human Resources (HR) practices cross-country. The sharp differences 

highlighted in the two geographical areas are noteworthy since they signal a profound 

difference in the approach to venture investments which can be valuable to investors. In 

this paper we argue that differential cross-country results may be related to the 

institutionalization level of VCs in both continents: VC market in the US has developed 

much earlier than in Europe due to several factors among which the existence of an 
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effective regulation on closed-end funds. On the other hand, most European countries 

have developed similar rules only in the late ‘90s. Additionally, development capital in 

Europe has traditionally been offered to companies by banks and, in some cases, large 

corporations. These institutions have been comparatively less focused on controlling the 

governances of investees than independent US venture capital firms, given the different 

characteristics and lower risk of bank and corporate capital infusions. Finally, as shown 

by recent contributions, differences in the legal enforcement of rules and regulations 

make the adoption of specific governance provisions differently valuable. 

 

2 Introduction 

Recent growth in the Venture Capital (VC) industry has stimulated new academic 

research exploring the structure of Venture Capital deals. Gompers (1995), Hellman and 

Puri (2002), Kaplan and Stromberg (2003, 2004) show that VCs not only support firms 

with essential financing, but also provide value-added services to their portfolio 

companies aimed at monitoring the progress and the strategy of firms. While we know 

much more than earlier studies, several research questions are still waiting answers, 

including the role and effects of VCs on the inner governance of firms, conditional and 

unconditional on the size of the investment injected and on the geographical area of the 

portfolio company. 

The objective of this paper is to contribute to this recent stream of research in 

several ways. First, we construct an original questionnaire-based dataset by surveying 

164 VC-backed companies in six countries, US, UK, France Germany, Sweden and 

Spain, to analyze the effects of the proportion of VC funding on managerial decisions in 

VC-backed firms. In particular, we explore the relationship between the proportion of VC 

funding and a set of relevant corporate governance items, namely: CEO hiring, human 

resource practices, executive compensation, employee incentives, board decisions, board 

appointments, strategy direction and investment planning. Second, we provide new 

evidence on the cross-country differences in VCs influence in portfolio companies’ 

corporate governance decisions. 

In our full sample regressions, we find a strong positive relationship between 

VCs’ funding and their influence on CEO hiring, executive compensation, board 
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decisions and appointments. Employee incentives are also positively related to the 

proportion of VC funding. On the other hand, results show that the proportion of VC 

funding is only limitedly significant in explaining VC influence on strategy direction and 

investment planning. Differently from results in Hellmann and Puri (2002) on the effects 

of VCs on HR policies, our evidence suggests the lack of a significant relationship 

between the amount of VC funding and VC influence on HR practices.  

Splitting data into European and American VC-backed companies, we aimed at 

assessing similarities and differences in the two regions which may be motivated by 

legal, structural and cultural issues. Surprisingly, the two regions show strikingly 

different regularities with regards to corporate governance decisions: the proportion of 

VC funding is significant in explaining the VC influence on executive compensation, 

board decisions, and board appointments in US VC-backed companies while in European 

VC-backed companies, the amount of VC funding is positive and significantly related 

only to VC influence on investment planning. CEO hiring is similarly influenced by VCs 

in both Europe and US but considerably different HR practices are observed cross-

country. 

 

3. Theoretical background and hypotheses 

Theoretical literature argues that when ownership and control are separated, 

principals develop government structures to reduce agency costs and align agents’ 

incentives (Jensen and Meckling (1976), Grossman and Hart (1986), Zingales (1995)). 

Likewise, optimal financial structure design by financial intermediaries can effectively 

help mitigating agency problems by identifying self-enforcing equilibria (Diamond 

(1984), Fama (1985), Stiglitz (1985), Bhattacharya and Thakor (1993), Barry (1994)). A 

particularly fruitful testing ground for agency theories is the VC industry: since venture 

capital deals are primarily characterized by asymmetric information between 

entrepreneurs and financiers and almost exclusive capital infusion by outsiders, it is 

extremely likely to observe agency problems. In this spirit, Gorman and Sahlman (1989) 

and Sahlman (1990) first suggested that the value of VC lies not only in providing capital 

but also in superior selectivity by consistently picking high-growth firms, and in the 

provision of supplementary services such as: entrepreneurial advice, executives hiring 
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and strategy shaping, resulting in a valuable “professionalization” of portfolio companies. 

Following these seminal contributions, a large number of studies have investigated the 

mechanisms adopted by VCs to mitigate principal-agent conflicts identifying three broad 

classes of control mechanisms: intense pre-investment screening, the development of 

accurate financing contracts, and continuous post-investment monitoring and advisory. 

Admati and Pfleiderer (1994), Lerner (1994a), Hochberg, Ljungqvist, and Lu (2004) shed 

light on pre-investment screening and syndication. Sahlman (1990), Berglof (1994), 

Gompers (1995), Bergmann and Hege (1998) provide extensive evidence on the 

increasing level of complexity in the design of VC financing contracts through the 

introduction of staging, monitoring, government and exit rules. This evidence is further 

addressed by Cumming (2005) who shows that agency problems are explicitly addressed 

by appropriate security design and that the degree of contractual sophistication is 

changing over time due to learning effects.   Finally, recent research has given increasing 

attention to the valuable activities performed by VC beyond their financing function. 

Particularly, value-added tasks of VC include helping firms to shape strategies, providing 

technical and commercial advice (Bygrave and Timmons (1992), Hellmann (1998), 

Hellmann and Puri (2002), Baker and Gompers (2003) Cornelli and Yosha (2003)) 

Several questions though, remain unanswered in particular with regards to the 

extent of the influence of VCs on the governance of firms. Fama and Jensen (1983) and 

Williamson (1983), first conjectured that the composition of the board should be shaped 

by the need for oversight. Lerner (1995) tests this intuition in the VC industry by looking 

at board representation of portfolio companies. Assuming that VCs are significant 

providers of managerial oversight, their representation on boards should be larger when 

there is a greater need for oversight. His findings show that that VCs are more likely to 

join or be added to the boards of private companies in periods when the CEO of the 

company changes. Baker and Gompers (1999) focus on board composition at IPOs. They 

argue that the optimal choice for board structure is made at the time of the IPO since 

existing shareholders bear the cost of suboptimal governance. Using data from 1,116 IPO 

prospectuses, they describe board size and composition for a set of firms with a median 

age of less than six years and a median equity capitalization of $42 million. According to 

their analysis, the number of insiders is 27 percent smaller in VC-backed firms, and the 
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number of instrumental directors is 20 percent smaller. Kroszner and Strahan (2001) 

using banks board representation obtain similar results. Hellmann and Puri (2002), 

provide additional insights on a set of governance actions in a hand-collected survey 

sample of 173 startups in the Silicon Valley. The authors show that VCs are influential 

not only at the top of the organization (in terms of replacing the original founders with an 

outside CEO as in Lerner (1995)), but also in the developments further down the 

organization. Differently from previous studies, Kaplan and Stromberg (2000, 2004) 

document direct evidence on VC actions and monitoring. Analyzing investment decisions 

on portfolio companies at the time of the initial investment they find that while in 14% of 

the investments, the VCs play an active role in forming the management they trade off 

this activity with the costs of devoting excessive attention to a single venture. A recent 

contribution by Hochberg (2004) compares governance in VC and non VC-backed IPO 

firms using a unique database collected from four publicly available databases, 

supplemented by two hand-collected datasets. Results show that VC backing reduces the 

level of earnings management in the firm (as proxied for by discretionary accruals); 

furthermore VC-backed firms are more likely to follow “conservative” rather than 

“aggressive”1 accounting practices than non VC-backed firms. Additionally, VC-backed 

firms experience higher abnormal returns upon the announcement of the adoption of a 

shareholder rights agreement than non VC-backed firms and have more independent 

board structures at the time of the IPO. Finally a recent contribution by Cumming et al. 

(2008) addresses the issue of the governance of VC companies conditional on the legal 

and economic framework. Their results offer a first hint at the existence of profound 

differences in the governance choices by VC investors conditional on their geographical 

origin although focused on a set of brad company variables relating to governance style 

by VC investors.  

These contributions confirm the intuition that VCs do affect the governance of 

their portfolio companies by monitoring, giving advices, shaping strategies and helping 

their portfolio companies to grow. Surprisingly, though, existing studies leave two 

                                                
1 Hochberg (2004) defines “aggressive” vs “conservative” accounting practice following the initial 
definition of Teoh, Welch, and Wong (1998) who consider accounting policies as “aggressive” when 
characterized by higher discretionary accruals as opposed to lower discretionary accruals for conservative 
policies. 
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important issues largely unexplored: firstly, the link between the amount of VC financing 

and VC effect on company governance and secondly, the cross-country consistency of 

venture capitalist behavior in shaping portfolio companies governance structures.  

In this paper we try to fill these gaps building on one hand on recent contributions 

by Bernile et al. (2007), Cumming (2006) and Kanniainen and Keuschnigg (2003a,b) on 

the size of Venture Capital portfolios and on the other hand, on the growing literature on 

systematic cross-country difference in financial practices, pioneered by La Porta et al. 

(1996) and recently applied to Venture Capital deals (Da Rin et al. (2006), Cumming et 

al. (2008)). 

 

 

3.1 Hypotheses 

Sahlman (1990) first showed that VC fund returns are originated by the returns 

obtained on less than 30% of the portfolio companies with the remaining 70% 

experiencing zero returns or being entirely written off. This empirical evidence suggests 

that portfolio size can be a critical issue for investors as recently documented by 

Cumming (2005, 2006) and theoretically supported by Bernile et al. (2007), and 

Kanniainen and Keuschnigg (2003a,b). Similarly, capital allocation can heavily affect 

performance. Gompers (1995) showed that a commonly adopted provision for controlling 

this potential threat is given by the existence of specific agreements between investors 

and managers requiring explicit approval of deals exceeding a fixed amount. Since 

investing large stakes in a company increases the fund riskiness it is natural to expect that 

VCs will exert higher control on these companies. We then conjecture our first research 

hypothesis: 

 

HP 1: as the amount of VC funding in a company grows, VC effects on the 

governance of such a company increase.. 

 

Research on cross-country differences in corporate governance and its impact on 

financial decisions has been pioneered by LaPorta et al. (1996) which clearly documented 

that US and European corporate governance differ significantly due to structural 
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differences in legal systems. Although a certain degree of convergence among corporate 

governance systems has been recently observed (Hopt and Leyens (2004)), companies’ 

performance and overall shareholder value are remarkably different cross-country. 

Aggarwal et al. (2006) document that 92% of the foreign firms surveyed show worse 

governance than matching US firms resulting in comparatively lower shareholder value. 

In a recent contribution, Da Rin et al. (2006) further investigate this issue in the VC 

industry. Based on a four cross-country research project, they argue that investors from 

countries with a better legal tradition (US) will provide more governance and value-

added services. This superior governance translates in a shift of discretionary power from 

CEOs to boards, as in Lerner (1994b) and Baker and Gompers (2003), and in more 

elaborated incentive structures. Therefore, we conjecture, 

 

HP 2: European VCs will show lower influence on board and employee related 

items and higher influence on CEO hiring than US investors.  

 

VC investments are commoly syndicated, i.e. capital is provided by a pool of investors 

rather than a single venture capitalist. The rationale for this feature is that by syndicating 

investors can exert optimal portfolio diversification, superior selectivity and more 

efficient monitoring (Gompers and Lerner (2006)). Syndication then reduces ex-ante 

uncertainty by allowing superior investment screening (Casamatta and Haritchabalet 

(2007)).  This results in a lower default ratio and higher overall performance of 

syndicated investments as opposed to single-VC investments (Tian (2008)). This 

generates a higher risk for venture capitalists investing alone, or in small syndicates. In 

such a case, a stricter control on the investment also through higher control on the 

governance of portfolio companies may alleviate the increased risk.  

Accordingly, we postulate the following hypothesis: 

 

HP 3: As the number of different venture capital investors for a portfolio firm 

reduces, we expect a greater amount of VC influence and control on the governance of 

firms. 
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4 Data and summary statistics 

4.1Data description 

A common problem in investigating the governance of firms is the limited 

availability of reliable and consistent data due to the internal, non public nature of this 

information. This problem is particularly relevant for young, private companies such as 

those most likely to receive VC financing, as also highlighted by Cumming et al. (2008). 

The vast majority of existing papers rely on well-known data suppliers such as Venture 

Economics and Venture One2. Unfortunately, these data providers tend to include only 

standard accounting, financial and organization items such as capital infusions, investors 

involved in the deals, staging of capital contributions, performance metrics, board 

membership and exit strategies (Kaplan et al. (2002)).  

In this paper, we have developed a novel hand-collected, questionnaire-based 

survey database, supplementing missing information with data provided by the European 

Venture Capital Association (EVCA), National Venture Capital Association (NVCA), 

VentureXpert, and portfolio companies’ websites. The data collection process has been as 

follows: first, we selected 20 European countries surveyed by EVCA plus the United 

States, for which we had consistent and reliable data on both VC firms and companies. 

Second, we calculated the mean value of the sum of VC investments (in USD Mil) for the  

2000-2005 period, divided by each country’s GDP level for the same window3. We then 

removed all countries below the mean VC investments value, ending up with six 

countries: US, UK, France, Spain, Germany and Sweden. Third, from Venturexpert 

database, we randomly extracted 500 VC backed companies incorporated in the selected 

countries, which received first venture financing between year 2000 and 2005. Additional 

data on selected companies has been gathered from EVCA, and NVCA annual reports. 

Discontinued, acquired, or floated companies are excluded and random extraction is run 

again to refill the available slots. Thus, in the final list of 500 randomly selected 

companies, we only have companies that (1) have been first VC-backed between 2000 

and 2005, (2) are still operating, (3) have not been acquired or publicly traded. The 

                                                
2 One of the studies relying on VentureEconomics data after it has been purchased by Securities Data 
Company (SDC) and become accessible to researchers in 1991, is Lerner (1995). Please refer to Lerner 
(1995) for further description of VentureEconomics. 
3 In this calculation process, we exclude United States as it clearly represents an outlier in the sample of 
countries here considered. 
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rationale for selecting a five-year period is to allow sufficient time for observing the VC 

influences without introducing too old firms in the sample. 

We have executed our survey by submitting questionnaires by email (80%) and 

by fax (20%). The response rate has been 32.8% with 164 respondents. The 

questionnaire4 is partitioned into three sections. First section addresses company 

information such as the year of company inception, the industry, the number of 

employees, the geographic location, the geographic location of its venture capitalists, the 

number of VC investors between 2000 and 2005, and the amount of VC financing 

received in absolute and percentage terms by each investor. The second section is the 

core of the questionnaire and addresses specific issues on the impact of VCs on the 

governance of firms. Finally, the third section includes information about the 

respondents’ position within the company and their suggestions about other potential 

influences of VCs in the company governance. 

In defining the questionnaire items for section two, we largely followed existing 

governance-related contributions in the VC literature. In particular, Gorman and Sahlman 

(1989) and Sahlman (1990) suggested that the value of VC lies in providing not only 

money but also supplementary services, such as hiring executives. Similarly, Baker and 

Gompers (2003) focus on board composition and find consistent results with the common 

view that VCs provide value-added services beyond financing, and are active in 

monitoring their portfolio companies. Looking at the top of the company, a critical issue 

is the VC influence in the selection of board of directors and/or CEOs, and in top 

executive compensation policies. It is true that, as companies develop, they may benefit 

from an outside CEO more than a founder-CEO. The CEO of a company is effective in 

all aspects of the firm. Thus, it is important to know if VCs play a role in determining the 

status of CEOs of their portfolio firms. Another important mechanism at the top of the 

firm’s governance is the board of directors. Therefore, by examining the relationship 

between the amount of VC funding and CEO hiring, board appointments, and decisions, 

we conjecture that VCs effect at the top of the company will grow as the amount of VCs 

funding into a company grows. We have addressed these issues through specific 

questionnaire items which we have modeled as the following dependent variables: CEO 

                                                
4 Questionnaire and survey data are available for inspection upon request. 
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hiring (CEO), Executive Compensation (EXE), Board decisions (BODD), Board 

appointments (BODA). Variables are operationalized as Likert-type items with values 

ranging from 1 to 4, where 1 indicates ‘no’ VC influence and 4 ‘high’ VC influence. We 

opted for a four point rather than a five-point scale to avoid neutral responses that could 

possibly appear in the latter scaling.5  

Hellmann and Puri (2002), show that VCs are influential not only at the top of the 

organization (in terms of replacing the original founders with an outside CEO as in 

Lerner (1995)), but also in the developments further down the organization. The author 

show that VC has a significant role also in designing Human Resources practices, 

employee incentive settings, shaping business strategies, and the investment planning 

process. According to Hellmann and Puri (2002), the development of such human 

resource functions including employment security, incentive pay, promotion, skill 

development and training programs is an important aspect of professionalization. Baker 

and Gompers (1999) argue that VCs aim to improve employee incentives. Following the 

arguments of Hellmann and Puri (2000), and Kaplan and Stromberg (2000) on VCs 

taking part in developing and/or improving strategies, strategic alliances, and investment 

planning through mergers and acquisitions, we attempt to examine the relationship 

between VC effects on the inner governance structures of companies (e.g. HR practices, 

business strategy direction, and investment planning) and the amount of VC funding in 

the company. We conjectured that VCs should still affect governance structures further 

down the organization such as HR practices, business strategy direction, and/or 

investment planning. Yet we expect this influence to be conditional on the amount of 

capital provided, i.e. when VCs financing into a company is large, VCs focus more on 

CEO hiring, board of directors’ decisions or executive compensation rather than 

employee incentives, business strategy direction, or investment planning, and viceversa.  

We address these issues by modeling four additional Likert-type variables ranging from 1 

(no influence) to 4 (highest influence): HR practices (HR), Employee Incentives (EE), 

Strategy direction (STR), and Investment planning (INV).  

 

4.2 Summary statistics 

                                                
5 For a discussion on Likert scale modeling see Dawes (2008) 
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Our survey results indicate that 65% of the VC-backed companies are currently in the 

expansion stage of development, while about 24% of the VC-backed companies are 

startups. Only 11% of our sample companies identify their stage of development as later 

stage. Industry classification follows North American Industry Classification Standard. 

Following Gompers and Lerner (2004) evidence on the average industry distribution of 

VC investments, we have classified sample companies into three categories: ‘Computer’, 

‘Medical’, and ‘Other’ which will allow us to control for specific industry effects. 

Industries in the ‘Other’ category are Telecom, Electronics, Media, Financial Services, 

Non-financial Services, Manufacturing Light or Heavy, Mining Metals, 

Retail/Wholesale, Consumer Products, Agriculture, and Security. Finally we addressed 

the important issue of the geographical location by classifying firms with regards to the 

geographical area in which the corporate  headquarters are located. Table 1 reports the 

collected variables with the last column ‘Source’ indicating whether the variable has been 

obtained through VentureXpert (VX), EVCA (X/E), NVCA (X/N) or through the 

questionnaire (Q).  

 
INSERT TABLE 1 HERE 

 
 

HR, EXE, EE, BODD, BODA, CEO, INV, STR are the previously specified dependent 

variables, VC% is the proportion of VC financing received as stated by questionnaire 

respondents. # of VCs is a syndication metric expressing the number of different investor 

for each company in the sample horizon. This figure is collected from our survey data but 

we specifically cross-check with information on VentureXpert database: if data provided 

by the respondent is not consistent with publicly available information, we adopt the 

VentureXpert figure since literature on questionnaire-based data collection suggest a 

higher probability of mistake by the respondent rather than public database inaccuracy. 

Controlling for data consistency resulted in ten changes. 

Supplemental independent variables, extracted from VentureXpert, EVCA and NVCA 

are: company age, size, stage of development, industry and geographic location of 

headquarters and subsidiaries. Age (LnAge) is captured by the inception date of the 

company, whereas the size is proxied by the number of employees working in the 
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company (Ln#Employees). Differently from most academic studies, we have ruled out 

cash revenues as a size proxy since most VC-backed companies are young and fast 

growing and their organizational structure is often designed after expected revenues 

rather than actual revenues, thus making cash revenues comparisons inconsistent.  The 

age and size variables are transformed into their natural logarithmic form for allowing 

better regression treatment. Stage of development, industry and geographical location are 

modeled as dummy variables. In particular, Startup, Expansion, and Later are dummy 

variables taking the value of 1 if the company reported as being in startup/early, or 

expansion/develop stage of development respectively and 0 otherwise, Computer and 

Medical, are also dummy variables that take the value 1 if the company is in computer or 

medical industry respectively; 0 otherwise; US,EU are dummy variables, taking the value 

of 1 if the company is located, respectively in US or EU and 0 otherwise and #VC 

representing the number of VC investors in the portfolio company, which is a syndication 

control variable as in Lerner (1994a). 

 

INSERT TABLE 2 HERE 
 

Table 2 reports variables descriptive statistics for the Full sample, European and 

American sub-samples. The average percentage of VC funding on total invested capital 

given to companies is 70.35% ranging from a minimum value of 1% to a maximum 

100%. European companies tend to be smaller, less concentrated on specific industries 

and more focused on later stage investments. Finally, we intuitively notice substantial 

cross-country differences in the response to questionnaire issues with a striking result for 

HR and Strategy. 

 

 

5. Empirical tests 

 

5.1 Methodology 

 
Our outcome variables include both continuous scale (the proportion of VC funding, 

number of employees, age, and the number of different VC firms) and multinomial 

variables (four-point Likert type variables ranked as high VC influence, moderate VC 
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influence, little VC influence, no VC influence). When dependent variables are measured 

on an ordinal scale such as in our case, there are several methodological treatments 

available. A first approach is ignoring the categorical structure of the variable and 

treating it as nominal, using multinomial logit techniques. The key problem in this case is 

a loss of efficiency. By ignoring the fact that the categories are ordered, we may fail to 

properly process some of the information available. Yet, our parameter estimates should 

still be unbiased. Another option is to treat the variable as if it were continuous. In this 

case, we use Ordinary Least Squares (OLS) for continuous variables. This is a generally 

adopted approach, in particular when the dependent variable has multiple categories 

(Menard (2005)).  

Given this sample composition we follow a two steps approach:  firstly, we adopt OLS to 

understand the relationship between the amount of VC funding and VC influence. Then, 

we apply multinomial regression analysis to check the OLS findings robustness.  

We form our set of equations as follows: 

 Equation (1) aims at capturing the linear relationship between the amount of VC funding 

and VC influence in the full and geographical samples for every i independent variable 

included in our analysis. 

εβα ++= Xy
i

      (1) 

 

where 
i

y  are the 8 dependent variables, { }
m

xxX ,...,1=  is the vector of the m 

independent variables and β  is the vector of parameters. 

 Equation (2) estimates the probabilities of the different dependent variable outcomes 

according to a standard multinomial logit regression: 

 

 ∑+
==

K
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X

X
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β

     (2) 

where 
n

X  is the m-size vector of independent variables observed for every dependent 

variable n, β  is the vector of maximum likelihood parameters and 
n

y  are the different 

categorical responses of the dependent variable. 
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5.2 Empirical results 

5.2.1 Full-sample OLS results 

In Table 3A and 3B, we provide linear estimation results for the full sample 

which includes data from VC-backed companies in US, UK, France, Germany, Spain and 

Sweden.  

 

INSERT TABLES 3A AND 3B HERE 

 

The percentage of VC funding is statistically significant in explaining the 

variances in VC influence in some governance structures of our full sample: as the 

percentage of funding increases, VCs’ influence in CEO hiring, executive compensation, 

board decisions, and board appointments grows accordingly. The relationship between 

VC influence in executive compensation and the amount of funding confirms our 

hypothesis being positive and significant. As shown by Gompers (1995), VC investors 

frequently require seats in the board of directors of portfolio companies as a monitoring 

covenant, since this allows better access to information and ongoing oversight on 

managerial decision-making. Confirming this seminal evidence, we observe the 

proportion of funding and influence on board decisions and appointments to be highly 

significant.  

VC is a well-known case of principal agent problem where the VC as a principal 

is exposed to large moral hazard issues not only by entrepreneurs but by a larger 

workforce which can be critical to the success of the venture. In such a case incentive 

alignment mechanisms such as profit sharing and pay-per-performance plan can be useful 

in reducing risk. This effect should be larger the larger the investment by the VC. Our 

results confirm this prediction showing that incentives to employees are positively and 

significantly linked to the proportion of VC funding received.  

On the other side, our full sample results do not provide support for VC firms 

having an impact in the much broader issue of setting HR practices. We can argue that 

HR practices and strategy direction involve many sub-categories. For instance, CEO 
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hiring, employee incentives and executive compensation issues are also included in 

overall HR practices term. Therefore, these mixed results illustrate that VCs are 

important in some HR decisions, mainly dealing with top executives, whereas they 

appear to be less influential in other parts of HR management. This intuition is supported 

by noticing that a highly significant driver of HR practices is company size as proxied by 

number of employees; the parameter is negative and significant suggesting that the 

smaller the company and the higher is the need for designing HR practices. When 

companies grow, on the other hand, HR practices have already been shaped and there’s 

no o less need to intervene. Results obtained in the EU and US sub-samples and reported 

in the next section provide additional support to this interpretation. 

   

Looking at VCs influence in shaping strategies and investment planning, our 

results fail in providing unambiguous evidence. This outcome may be explained by 

carefully reviewing the intense screening activity performed by VCs when investing in 

start-ups or young companies: investors devote a large amount of time and resources in 

analyzing and selecting investments, possibly negotiating with the entrepreneur changes 

in strategy design. Yet, once the investment decision is taken, the need for proper 

execution and strategy implementation prevails and strategy changes are seldom 

observed. Differently, when the investment takes place at a later stage and the company is 

large and running, investors may want to exert control by intervening in adapting 

strategies and approving capital expenditures. Our full sample results confirm this 

interpretation, showing that companies in the expansion stage, located in US, and with a 

larger number of employees report higher influence by VCs in strategy direction. 

Surprisingly though, syndication is always insignificant as an explanatory variable 

indicating that the size of the syndicate is not a factor in determining governance 

practices. This result may be interpreted by looking at the general management structure 

of an investment syndicate: once the syndicate is formed, a lead role is assigned to one 

investor, generally the deal originator. A likely case is that the syndication leader will 

retain all  the monitoring and control duties reporting periodically to the syndicate 

members (see Gompers and Lerner (2007)). In such a case, the lead investor act ‘as-if” 
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he/she were a single investor thus implementing the same level of control also on 

governance issues. 

 

5.2.2 Full sample multinomial regression results 

To control for the robustness of the linear models, we apply multinomial 

regression to our data. The results are illustrated in Table 4. In our multinomial analysis, 

we focus on category 1 (no influence) and 2 (little influence) responses for each 

dependent variable6. In almost all cases, multinomial and OLS results converge.  

 

INSERT TABLES 4A AND B ABOUT HERE 

 

Considering the “no influence” or “little influence” response categories (1,2) 

relative to “high influence” response category, we reject the hypotheses the regression 

coefficients for % VC funding are not statistically different from zero after controlling for 

all the variables included in the model. Thus, for one unit change in VC funding, the log 

of the ratio of the probabilities p(no influence on CEO hiring)/p (high influence on CEO 

hiring), decreases by -0.019, and the log of the ratio of the two probabilities p(little 

influence on CEO hiring)/p(high influence on CEO hiring) decreases by -0.032. These 

results suggests  that, the size of the investment by VCs is accompanied by a stronger 

need for effective oversight of portfolio companies which is exerted by influencing the 

CEO choice.  

Similarly, we observe that the regression coefficient of VC funding for the ratio 

(no or little VC influence) relative to (high VC influence) on HR practices and strategy 

direction, is not statistically different from zero also in models including all variables. 

Therefore, we can confirm our linear full sample results that, in general, as the proportion 

of VC funding increases, the portfolio company does not exhibit higher VC influence in 

neither HR practices nor strategy direction.  

                                                
6 Response categories and dependent variables are those previously defined in section 4.1. Response 
category 4 is the reference category. Each category represents likert-type rating for VC influences; 1 
representing no influence where as 4 representing high influence.  
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Multinomial result also confirm the insignificance of the syndication variable, confirming 

that there is no differential impact on the governance of companies conditional on the 

number of investors injecting capital in the company. 

Pseudo-R-square values indicate a good fit of the model in explaining the 

variations in the data. Compared to full sample linear regressions, in our multinomial 

regressions, we obtain consistent pseudo- R-squares, ranging from .115 to .297. The 

Wald statistics for the logistic regression coefficients are shown in Table 4A and 4B and 

support the results’ robustness.  

 
5.2.3. Sub-Sample Results 

The Country control dummy variable (US) in our aggregate models is strongly 

significant and negative suggesting sharp differences in practices between the two 

regions. To capture this relevant information we partition our survey data into European 

and American sub-samples. The empirical results are reported in Table 5A, 5B and Table 

6A, 6B.  

 

INSERT TABLES 5A AND 5B ABOUT HERE 

 

The sub-sample analysis validates the results obtained on the governances of the 

VC-backed companies in our full sample: the proportion of VC funding seems to have 

influence in board decisions and appointments as well as in executive compensation and 

employee incentives. Interestingly, we find that the proportion of VC funding is not 

significant in shaping the variance in VC influence on HR practices, executive 

compensation, employee incentives, board appointments, board decisions, and strategy in 

portfolio companies that are located in Europe. The proportion of VC funding appears to 

be positively significant only in explaining the variance in VC influence on CEO hiring 

and investment planning of these companies. The positive relationship is as what we have 

expected but the European results differ considerably from those of full sample. For 

instance, for European VC-backed companies, VC influence on investment planning is 

highly important. Nevertheless, European VC-backed companies do not consider board 

decisions, appointments, executive compensation and employee incentives as being 



 21

influenced significantly by VCs. We explain the mixed results following Bottazzi, da Rin 

and Hellmann (2003) arguments: European VCs play a role in monitoring their portfolio 

companies but this does not stretch to executive compensation design and employee 

incentives. VCs in Europe are more focused on the hiring of CEOs rather than other 

functions such as HR practices or strategy direction. 

 

INSERT TABLES 6A AND 6B ABOUT HERE 

 

In the American sub-sample, the proportion of VC funding is significant and positively 

related to a much larger VC influence, spanning from CEO hiring, executive 

compensation, employee incentives, board decisions, and board appointments. Yet it is 

not significant to explain the variance in VC influence in human resource policies, 

strategy direction and investment planning. Contrary to their European counterparts, 

American VC-backed companies’ board of directors and employee compensation 

decisions are significantly affected by the proportion of venture capitalists’ investments.   

Differently from previous aggregate results, we have a noteworthy industry effect 

in Europe. Inspecting the results we notice that investors in European firms exert a 

significant influence on the structure and decision of the Board of Directors if the 

investment is targeted at a high risk industry such as Medical or Computer-related. On 

the orher hand, US evidence indicate no specific industry effect. We explain this result as 

evidence of the relative inexperience of the European Venture Capital industry and the 

lower level of R&D and High-tech activity: European investor in high risk ventures try to 

exert a higher level of control on corporate decisions while they feel more confident if the 

investment is in a more traditional sector. This interpretation is supported also by the 

investment allocation figures in table 1, which indicate that European investments are 

much less concentrated in the two industries with the highest level of risk. 

The sharp difference observed in the two geographical areas are noteworthy since 

they signal a profound difference in the approach to venture investments which can be 

valuable to investors. In this paper we do not provide an explicit test on the causes of 

these differences. Yet we argue that differential cross-country results may be related with 

three different factors: first the existence of different regulation and standards in the two 
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areas as recently highlighted by Cumming (2008); second by different level of 

institutionalization of VCs in the two areas: VC market in the US has developed much 

earlier than in Europe due to several factors, among which the existence of an effective 

regulation on closed-end funds is of paramount importance; on the other hand, most 

European countries have developed similar rules only in the late ‘90s (EVCA 2006). 

Third, development capital in Europe has traditionally been offered to companies by 

banks and, in some cases, large corporations. These institutions have traditionally been 

comparatively less involved in the governance of investees than independent US venture 

capital firms, given the different characteristics and lower risk of bank and corporate 

financing. These reasons allow conjecturing that the differential results observed may 

reduce over time with the growth of the industry expertise and the shift from traditional 

bank lending to risky capital for the support of new ventures. Yet, legal and accounting 

differences are less likely to disappear quickly suggesting a resilience of the observed 

cross-country differences in the future.  

 

6. Conclusions 

Recent growth in the Venture Capital (VC) industry has stimulated new research 

exploring the structure of Venture Capital deals. Available evidence shows that VCs not 

only support firms with essential financing, but also provide value-added services to their 

portfolio companies aimed at monitoring the progress and the strategy of firms. While we 

now know much more on the mechanics of this industry still we have limited knowledge 

on the effect of VC activity in shaping and managing the governance structure of 

portfolio companies conditional and unconditional on the size of the investment injected 

and on the geographical area of the portfolio company. In this paper, we try to fill this 

gap by testing the impact of differential levels of capital injection and different regions of 

incorporation of portfolio companies on a unique hand-collected questionnaire-based 

dataset from 164 companies in 5 countries (US, UK, France, Germany, Spain and 

Sweden). By using survey data we have been able to explore governance decisions at a 

deeper level of analysis than allowed by data available through traditional providers. In 

designing the survey structure we have focused on a set of relevant and previously 

unexplored governance decisions in portfolio companies. In particular: CEO hiring, HR 
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practices, executive compensation, employee incentives, board decisions, board 

appointments, strategy direction and investment plan design. Collected data have been 

tested through a two-fold econometric approach running both linear estimations and  

multinomial logit techniques. Results indicate that as the proportion of  VC funding into 

the companies increases, VCs’ influence on CEO hiring, Executive compensation, Board 

decisions, and Board appointments increases significantly. VC influence on executive 

compensation is consistent with the growing attention devoted to corporate governance 

issues in US more than other countries in the world. In addition, VC influence on 

employee incentives in portfolio companies is also significant and positively linked to the 

proportion of VC funding received. On the other side we document that VC firms are not 

significantly influential in HR practices, strategy direction and investment planning of 

their portfolio companies. Additionally, results indicate that the degree of syndication has 

no impact in the governance decisions. This result is unexpected because syndication is 

known to reduce the level of contractual ex-ante information asymmetry resulting in 

higher levels of ex-post investment performance. This would suggest that when investors 

cannot benefit from this incremental screening, they may have an incentive in controlling 

more closely portfolio companies addressing also sensitive corporate governance issues. 

The absence of support to this intuition can be interpreted as a positive signal of 

homogeneity in the effort exerted by VCs due to the structure of the syndication process. 

By assigning a single VC the leading role and accordingly delegating the control and 

monitoring tasks, the syndication process make lead investors to act as lone investors thus 

generating the invariance of results we have observed. 

Yet, significant differences emerge when comparing European and American venture-

backed companies., In Europe only CEO hiring, and investment planning decisions are 

positively influenced by VCs proportion of funding with no evidence of significant 

effects of  VC funding on other aspects of portfolio companies’ governance. Differently, 

for the American sub-sample we provide consistent evidence that the proportion of VC 

funding is significant and positively related to VC influence in a much larger set of issues 

such as CEO hiring, executive compensation, employee incentives, board decisions, and 

board appointments but it is not significant to explain the variance in VC influence in HR 

practices, strategy direction and investment planning. An interesting result is the absence 
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of any industry effect in the US as opposed to a strong effect in Europe, which indicate 

that investments in high-risk ventures such as in the medical or computer industry, are 

accompanied by a stronger intervention by investors on a larger number of governance 

issues. These results provide a novel view of the functioning of the Venture Capital 

industry and its degree of pervasiveness in the management of portfolio companies and 

provide further support to the idea that the incremental contribution of a professional 

investor to a new venture is largely exceeding the capital infusion only.  
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Variables Description

VC%
is the proportion of VC financing (of total financing) that is received by the firm. This variable takes a value

between 0 and 100 and described as in percentage terms.

#ofVCs is the number of different VC firms that have financed each of our sample firms for the last five years. 

HR
is a 4-point Likert scale variable that is described by a rate going from 1 to 4 that the firm reported that venture

capitalists are influential in deciding overall human resource policies (1=no influence and 4= high influence). 

EXE
is a 4-point Likert scale variable that is described by a rate going from 1 to 4 that the firm reported that venture

capitalists are influential in deciding the level of executive compensation (1=no influence and 4= high influence). 

EE
is a 4-point Likert scale variable that is described by a rate going from 1 to 4 that the firm reported that venture

capitalist are important in determining employee (other than CEO) incentives. (1=no influence and 4= high

influence). 

BODD
is a 4-point Likert scale variable that is described by a rate going from 1 to 4 that the firm reported that the venture

capitalists are influential in takeover decisions of board of directors (1=no influence and 4= high influence). 

BODA
is a 4-point Likert scale variable that is described by a rate going from 1 to 4 that the firm reported that the venture

capitalists are influential in board of directors’ appointments of the firms (1=no influence and 4= high influence). 

CEO
is a 4-point Likert scale variable that is described by a rate going from 1 to 4 that the firm reported that the venture

capitalists are influential in CEO hiring decisions of the firms (1=no influence and 4= high influence). 

INV
is a 4-point Likert scale variable that is described by a rate going from 1 to 4 that the firm reported that the venture

capitalists are influential in investment planning of the firms (1=no influence and 4= high influence). 

STR
is a 4-point Likert scale variable that is described by a rate going from 1 to 4 that the firm reported that the venture

capitalists are influential in strategy direction of the firms (1=no influence and 4= high influence). 

LnAGE is the natural logarithm of the birth date of the firm.

Ln#EE is the natural logarithm of the number of employees working in the firm. 

Computer is a dummy variable that takes the value 1 if the company is in computer related industry and 0 otherwise. 

Medical is a dummy variable that takes the value 1 if the company is  in medical industry and 0 otherwise. 

Other is a dummy variable that takes the value 1 if the company is in other industry not computer or medical 

US is a dummy variable that takes the value 1 if the company is located in America and 0 otherwise. 

EU is a dummy variable that takes the value 1 if the company is located in Europe and 0 otherwise. 

Startup is a dummy variable that takes the value 1 if the company is currently in startup and early stage of operations.

Expansion
is a dummy variable that takes the value 1 if the company is currently in expansion and development stage of

operations.

Later is a dummy variable that takes the value 1 if the company is currently in later stage Q,VX,X/E,X/N

Q

Q

Q

Q

Q,VX,X/E,X/N

Q,VX,X/E,X/N

Table 1

Q

Q

Q

Variables Description

Source

Q,VX,X/E,X/N

Q,VX,X/E,X/N

Q,VX,X/E,X/N

Q

Q & VX

Q

Q,VX,X/E,X/N

Q,VX,X/E,X/N

Q,VX,X/E,X/N

Q,VX,X/E,X/N

This table provides details on the variables collected. The first column reports the specific variable, the second column summarizes the

information conveyed by the variable, the 'Source' Column indicates whether the item has been obtained from VentureXpert (VX), EVCA
(X/E), NVCA (X/N) or through the questionnaire (Q).
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Variables

Mean Value StDev

Mean 

Value StDev

Mean 

Value StDev Diff. t-test

VC% 70.354 27.189 72.110 28.891 68.598 25.430 0.826

Age 6.000 4.444 5.439 3.645 6.805 5.051 -1.986

Number of Employees 101.671 320.135 72.829 134.047 130.512 431.955 -1.155

#ofVCs 3.738 3.274 4.415 3.741 3.061 2.579 2.698

StartUp 0.244 0.195 0.293 -50.3%

Expansion 0.646 0.720 0.573 20.4%

Later 0.110 0.085 0.134 -57.6%

Computer 0.286 0.244 0.329 -34.8%

Medical 0.238 0.207 0.268 -29.5%

Other 0.476 0.549 0.403 26.6%

CEO 2.689 1.294 2.732 1.352 2.646 1.241 0.424

HR 1.976 0.836 1.890 0.754 2.061 0.907 -1.313

EXE 3.232 0.841 3.293 0.745 3.171 0.927 0.929

EE 2.436 0.874 2.415 0.888 2.463 0.863 -0.351

BODD 3.549 0.778 3.610 0.766 3.488 0.789 1.005

STR 3.018 0.818 2.866 0.813 3.171 0.798 -2.424

BODA 3.427 0.776 3.451 0.740 3.402 0.814 0.403

INV 3.049 0.878 2.988 0.896 3.112 0.861 -0.904

Total Obs 164 82 82

Table 2

Full Sample EU US

 Descriptive Statistics

Diff EU/US

Mean values and standard deviations are presented for the dependent and independent variables from Full, EU and US samples. VC

influence on CEO hiring, HR Practices, Executive compensation, Employee incentives, BoDD (Board decisions), BoDA (Board
appointments), Strategy (Strategy Direction), and Invest (Investment planning), which are likert-type variables ranging from 1 to 4, 1
representing no influence and 4 indica ting high influence.The independent variables a re VC Funding, showing the proportion of VC

funding received by Full, EU and US samples companies; Company Age; Number of Employees; Computer, Medica l and Other, which are
dummy variables taking value 1 if the company is in the computer, medical or other industry respectively; 0 otherwise; # VCs which is the
number of different VC investors funding sample companies; Startup, Expansion and Later are dummy variables taking value 1 if the

company is in the startup, expansion or later stage respectively; 0 otherwise. T-tests a re presented in the last column.
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CEO Hiring CEO Hiring CEO Hiring HR practices HR practices HR practices Compensation Compensation Compensation Incentives Incentives Incentives

OLS OLS OLS OLS OLS OLS OLS OLS OLS OLS OLS OLS

Constant 1.918 1.723 1.755 1.717 1.802 2.127 2.728 2.721 2.542 2.084 2.365 2.089

(6.989) (3.383) (3.594) (9.497) (5.535) (6.746) (15.311) (8.287) (8.128) (11.089) (6.814) (6.327)

%VC Funding 0.230 *** 0.238 *** 0.242 *** 0.119 0.117 0.112 0.232 *** 0.215 *** 0.224 *** 0.157 ** 0.162 ** 0.173 **

(3.009) (2.936) (2.980) (1.531) (1.463) (1.381) (3.029) (2.670) (2.794) (2.022) (1.980) (2.123)

Ln Age 0.061 0.040 0.090 0.060 -0.009 -0.018 -0.017 -0.020

(0.669) (0.447) (1.001) (0.670) (-0.103) (-0.207) (-0.190) (-0.222)

Ln # Employees -0.005 -0.020 -0.154 * -0.194 ** -0.044 -0.038 -0.092 -0.076

(-0.056) (-0.224) (-1.721) (-2.213) (-0.493) (-0.442) (-1.009) (-0.869)

Startup 0.057 0.169 -0.030 -0.072

(0.652) (1.946) (-0.348) (-0.806)

Computer -0.007 -0.002 -0.074 -0.061 0.067 0.066 -0.036 -0.040

(-0.087) (-0.019) (-0.874) (-0.714) (0.786) (0.789) (-0.421) (-0.469)

Medical -0.037 -0.032 -0.049 -0.036 0.069 0.068 0.069 0.064

(-0.436) (-0.381) (-0.582) (-0.428) (0.826) (0.816) (0.806) (0.761)

US 0.078 0.092 -0.085 -0.083 0.105 0.122 -0.031 -0.012

(0.922) (1.077) (-1.012) (-0.973) (1.240) (1.447) (-0.356) (-0.144)

# VCs -0.054 -0.062 0.143 0.127 0.040 0.039 0.006 0.008

(-0.609) (-0.712) (1.641) (1.455) (0.461) (0.447) (0.069) (0.091)

Expansion 0.057 -0.074 0.123 0.148 *

(0.707) (-0.919) (1.556) (1.838)

F-statistic 9.056 1.301 1.311 2.344 1.759 1.368 9.175 1.618 1.930 4.090 0.895 1.251

R-squared 0.053 0.063 0.064 0.014 0.084 0.066 0.054 0.078 0.091 0.025 0.044 0.061

N 164 164 164 164 164 164 164 164 164 164 164 164

Dependent Variables

Linear Regressions, single and complete models

Table 3A

The results from OLS regressions a re presented. The dependent variables a re VC influence on CEO hiring, HR practices, Executive compensation, Employee incentives, Board decisions, Board appointments, 

Strategy, and Investment, which are likert-type va riables ranging from 1 to 4, 1 representing no influence and 4 indica ting high influence. The independent variables a re VC% showing the proportion of VC 
funding received by our sample companies; LnAge which is a natural logarithm of the company age; Ln # Employees which is a natural loga rithm of the number of company employees; Computer and Medical 
which a re dummy va riables taking value 1 if the company is in the computer or medica l industry respectively; 0 otherwise; # VCs which is the number of different VC investors funding sample companies; 

Startup and Expansion are dummy variables taking va lue 1 if the company is in the startup pr expansion stage respectively; 0 otherwise. T-ratios are presented in parentheses. *, **, *** mean the coefficient is 
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VC influence VC influence VC influence VC influence VC influence VC influence VC influence VC influence VC influence VC influence VC influence VC influence

BoDD BoDD BoDD BoDA BoDA BoDA Strategy Strategy Strategy Investment Investment Investment

OLS OLS OLS OLS OLS OLS OLS OLS OLS OLS OLS OLS

Constant 3.083 *** 3.254 *** 3.014 *** 2.828 *** 2.973 *** 2.743 *** 3.010 *** 2.828 *** 2.657 *** 2.845 *** 2.960 *** 3.053 ***

(18.702) (10.881) (10.531) (17.527) (10.151) (9.779) (16.897) (8.896) (8.791) (14.938) (8.477) (9.111)

%VC Funding 0.231 *** 0.189 ** 0.197 ** 0.298 *** 0.264 *** 0.271 *** 0.004 -0.004 0.005 0.089 0.084 0.082

(3.026) (2.380) (2.482) (3.980) (3.393) (3.484) (0.052) (-0.05) (0.068) (1.144) (1.021) (0.990)

Ln Age -0.142 -0.134 -0.108 -0.099 -0.102 -0.115 -0.045 -0.050

(-1.60) (-1.54) (-1.23) (-1.16) (-1.13) (-1.31) (-0.49) (-0.55)

Ln # Employees -0.003 0.018 -0.016 0.005 0.176 ** 0.179 ** -0.036 -0.044

(-0.04) (0.214) (-0.19) (0.061) (1.972) (2.086) (-0.39) (-0.50)

Startup -0.094 -0.094 -0.020 0.037

(-1.09) (-1.11) (-0.23) (0.417)

Computer 0.128 0.122 0.179 ** 0.172 -0.083 -0.082 0.090 0.092

(1.531) (1.467) (2.173) (2.107) (-0.98) (-0.99) (1.033) (1.067)

Medical 0.096 0.089 0.132 0.126 0.108 0.107 0.082 0.085

(1.161) (1.088) (1.629) (1.554) (1.294) (1.301) (0.957) (0.991)

US -0.009 0.001 -0.026 -0.017 -0.188 ** -0.168 ** -0.123 -0.125

(-0.11) (0.017) (-0.32) (-0.21) (-2.24) (-2.00) (-1.42) (-1.44)

# VCs 0.125 0.131 0.070 0.077 0.130 0.127 0.044 0.041

(1.454) (1.534) (0.832) (0.912) (1.498) (1.481) (0.496) (0.467)

Expansion 0.112 0.102 0.134 * -0.032

(1.431) (1.326) (1.704) (-0.39)

F-statistic 9.154 2.252 2.370 15.842 3.066 3.140 0.003 1.821 2.211 1.308 0.735 0.733

R-squared 0.053 0.105 0.110 0.089 0.137 0.140 0.000 0.086 0.103 0.008 0.037 0.037

N 164 164 164 164 164 164 164 164 164 164 164 164

Dependent Variables 

Table 3 B
Linear Regression, Single and Complete Models (cont'd)

The results from OLS regressions are presented. The dependent variables are VC influence on CEO hiring, HR practices, Executive compensa tion, Employee incentives, Board decisions, Board appointments, 

Stra tegy, and Investment, which a re likert-type variables ranging from 1 to 4, 1 representing no influence and 4 indicating high influence. The independent variables are VC% showing the proportion of VC 
funding received by our sample companies; LnAge which is a  natural logarithm of the company age; Ln # Employees which is a  na tura l logarithm of the number of company employees; Computer and Medica l 
which a re dummy variables taking value 1 if the company is in the computer or medica l industry respectively; 0 otherwise; # VCs which is the number of different VC investors funding sample companies; 

Startup and Expansion a re dummy variables taking va lue 1 if the company is in the startup pr expansion stage respectively; 0 otherwise. T-ra tios are presented in parentheses. *, **, *** mean the coefficient is 



 33

VC influence VC influence VC influence VC influence VC influence VC influence VC influence VC influence VC influence VC influence VC influence VC influence

CEO Hiring CEO Hiring CEO Hiring HR practices HR practices HR practices Compensation Compensation Compensation Incentives Incentives Incentives

1 2 3 1 2 3 1 2 3 1 2 3

Constant 1.275 1.209 -1.042 2.424 3.515 0.944 -2.432 1.536 1.007 0.641 1.124 0.997

(1.686) (0.744) (0.678) (1.509) (3.298) (0.191) (1.432) (1.120) (1.233) (0.152) (0.582) (0.463)

%VC Funding -0.019 ** -0.032 *** 0.000 0.006 0.009 0.032 * -0.008 -0.037 *** -0.011 -0.026 * -0.014 -0.012

(6.155) (9.252) (0.000) (0.181) (0.387) (3.541) (0.270) (10.700) (2.490) (3.806) (1.333) (0.984)

Ln Age -0.292 0.232 -0.458 -0.527 -0.641 -0.210 0.657 -0.141 -0.587 * 0.047 -0.111 -0.093

(0.820) (0.238) (1.320) (0.611) (0.958) (0.086) (0.907) (0.081) (3.785) (0.007) (0.053) (0.037)

Ln # Employees 0.084 -0.317 0.382 * 0.008 -0.275 -0.603 0.101 -0.078 0.272 * 0.438 0.251 0.355

(0.222) (1.320) (3.440) (0.001) (0.648) (2.393) (0.124) (0.076) (2.793) (2.082) (0.809) (1.672)

Startup -0.205 -1.384 0.184 -2.030 ** -1.327 -1.120 -0.241 0.432 0.095 -0.573 0.928 -0.274

(0.173) (2.307) (0.092) (3.869) (1.862) (1.163) (0.041) (0.344) (0.044) (0.376) (1.709) (0.135)

Computer -0.057 0.624 -0.606 18.223 *** 17.740 *** 18.232 -0.035 -0.688 -0.531 0.799 0.438 0.720

(0.016) (0.787) (1.035) (1,008.713) (1,118.611) . (0.002) (0.784) (1.537) (1.010) (0.388) (1.034)

Medical 0.129 0.952 -0.051 -0.026 -0.729 -0.679 -20.000 0.057 0.083 0.628 0.044 1.310 *

(0.069) (2.049) (0.006) (0.001) (0.726) (0.513) . (0.007) (0.035) (0.475) (0.003) (2.896)

US -0.344 -1.028 -0.443 1.929 1.371 1.763 -1.499 -0.520 -0.128 -0.227 -0.496 -0.904

(0.656) (2.365) (0.667) (2.574) (1.334) (2.038) (1.519) (0.597) (0.107) (0.097) (0.618) (2.034)

# VCs 0.021 0.114 -0.098 -0.135 0.053 0.058 0.008 -0.001 -0.044 -0.054 0.082 0.019

(0.108) (1.472) (1.111) (0.790) (0.137) (0.141) (0.004) (0.000) (0.543) (0.194) (0.612) (0.031)

Loglikelihood 380.737 380.737 380.737 346.987 346.987 346.987 329.217 329.217 329.217 379.476 379.476 379.476

Chi-Square 31.484 31.484 31.484 39.944 39.944 39.944 34.195 34.195 34.195 30.767 30.767 30.767

Pseudo R-square 0.191 0.191 0.191 0.240 0.240 0.240 0.212 0.212 0.212 0.187 0.187 0.187

N 164 164 164 164 164 164 164 164 164 164 164 164

Table 4A

VC influence on Venture-Backed Companies in full sample - Multinomial Regression Complete Model 

Dependent Variables

The results from multinomial regressions are presented. The dependent variables are VC influence on CEO hiring, HR practices, Executive compensation, Employee incentives, Board decisions, Board

appointments, Strategy, and Investment, which are likert -type variables ranging from 1 to 4, 1 representing no influence and 4 indicating high influence. The independent variables are VC% showing the proportion
of VC funding received by our sample companies; LnAge which is a natural logarithm of the company age; Ln # Employees which is a natural logarithm of the number of company employees; Computer and
Medical which are dummy variables taking value 1 if the company is in the computer or medical industry respectively; 0 otherwise; # VCs which is the number of different VC investors funding sample companies;

Startup is a dummy variable taking va lue 1 if the compa ny is in the startup stage ; 0 otherwise. Wald statistics are presented in pa rentheses. 1,2,3 represent the VC influence rating from survey responses, 4 is
accepted as the reference category. *, **, *** mean the coefficient is significant at 10%, 5% or 1% level respectively.
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VC influence VC influence VC influence VC influence VC influence VC influence VC influence VC influence VC influence VC influence VC influence VC influence

BoDD BoDD BoDD BoDA BoDA BoDA Strategy Strategy Strategy Investment Investment Investment

1 2 3 1 2 3 1 2 3 1 2 3

Constant -4.329 0.577 -1.015 -2.417 0.666 -0.674 -6.485 1.377 0.518 -1.535 -0.572 0.313

(2.451) (0.146) (0.968) (0.689) (0.220) (0.518) (3.805) (1.435) (5.942) (0.725) (0.238) (0.112)

%VC Funding -0.010 -0.030 ** -0.008 0.000 -0.046 *** -0.007 0.047 -0.008 -0.713 * 0.004 -0.016 * -0.003

(0.326) (5.743) (1.125) (0.000) (12.669) (1.040) (2.460) (0.914) (3.665) (0.069) (3.413) (0.168)

Ln Age 1.545 * -0.133 0.282 0.828 0.511 -0.040 0.518 0.391 1.144 *** 0.069 0.345 0.080

(2.718) (0.060) (0.660) (0.740) (0.877) (0.017) (0.366) (0.990) (8.067) (0.013) (0.740) (0.068)

Ln # Employees -0.452 0.213 0.044 -0.818 0.145 0.119 -0.713 -0.407 * 0.981 -0.195 0.197 0.008

(0.927) (0.778) (0.059) (1.816) (0.323) (0.512) (1.290) (3.732) (0.264) (0.302) (0.942) (0.002)

Startup 0.997 0.630 0.251 1.326 -0.215 0.542 1.144 -0.147 -0.754 -0.462 -0.084 -0.046

(0.740) (0.563) (0.218) (1.307) (0.049) (1.358) (1.060) (0.056) (1.355) (0.245) (0.016) (0.010)

Computer -0.212 -1.410 * -0.262 -1.017 -2.167 * -0.312 0.981 0.515 2.799 ** -0.564 -0.563 -0.259

(0.026) (2.757) (0.267) (0.621) (3.734) (0.507) (0.746) (0.806) (4.212) (0.472) (0.896) (0.350)

Medical 0.166 -20.567 0.139 -20.029 -0.943 0.020 -0.754 -0.871 0.004 -1.431 -0.118 -0.088

(0.022) . (0.076) . (1.217) (0.002) (0.255) (1.886) (0.181) (1.485) (0.040) (0.036)

US 1.125 -1.144 -0.023 1.340 -0.372 -0.065 2.799 ** -6.485 1.377 ** 1.395 * 0.165 0.681

(1.093) (1.628) (0.002) (1.097) (0.230) (0.026) (4.540) (1.201) (4.397) (3.000) (0.088) (2.695)

# VCs -0.044 -0.161 -0.088 0.016 -0.155 0.032 0.004 0.047 -0.008 -0.009 -0.037 -0.053

(0.065) (1.184) (1.312) (0.006) (1.185) (0.290) (0.001) (2.473) (0.607) (0.006) (0.218) (0.680)

Loglikelihood 254.693 254.693 254.693 278.831 278.831 278.831 334.101 334.101 334.101 376.492 376.492 376.492

Chi-Square 34.585 34.585 34.585 47.162 47.162 47.162 49.043 49.043 49.043 18.024 18.024 18.024

Pseudo R-square 0.230 0.230 0.230 0.291 0.291 0.291 0.287 0.287 0.287 0.115 0.115 0.115

N 164 164 164 164 164 164 164 164 164 164 164 164

Cont’d VC influence on Venture-Backed Companies in full sample -Multinomial Regression Complete Model 

Table 4B

Dependent Variables

The results from multinomia l regressions are presented. The dependent variables a re VC influence on CEO hiring, HR practices, Executive compensation, Employee incentives, Board decisions, Board 

appointments, Strategy, and Investment, which are likert-type va riables ranging from 1 to 4, 1 representing no influence and 4 indicating high influence. The independent variables are VC% showing the 
proportion of VC funding received by our sample companies; LnAge which is a natural loga rithm of the company age; Ln # Employees which is a natural loga rithm of the number of company employees; 
Computer and Medica l which a re dummy variables taking value 1 if the company is in the computer or medica l industry respectively; 0 otherwise; # VCs which is the number of different VC investors funding 

sample companies; Startup is a dummy variable taking va lue 1 if the company is in the sta rtup stage ; 0 otherwise. Wald sta tistics are presented in pa rentheses. 1,2,3 represent the VC influence rating from survey 
responses, 4 is accepted as the reference category. *, **, *** mean the coefficient is significant at 10%, 5% or 1% level respectively. 
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VC influence VC influence VC influence VC influence VC influence VC influence VC influence VC influence VC influence VC influence VC influence VC influence

CEO Hiring CEO Hiring CEO Hiring HR practices HR practices HR practices Compensation Compensation Compensation Incentives Incentives Incentives

OLS OLS OLS OLS OLS OLS OLS OLS OLS OLS OLS OLS

Constant 2.025 *** 1.878 *** 2.027 *** 1.906 *** 1.972 *** 2.525 *** 2.877 *** 3.285 *** 2.838 *** 2.179 *** 2.200 *** 2.196 ***
(5.167) (2.725) (3.190) (6.550) (4.019) (5.415) (9.722) (6.336) (6.311) (7.910) (4.441) (4.832)

%VC Funding 0.186 * 0.226 ** 0.211 * 0.063 0.068 0.057 0.118 0.120 0.098 0.122 0.108 0.096
(1.689) (1.994) (1.856) (0.566) (0.611) (0.503) (1.060) (1.046) (0.906) (1.101) (0.924) (0.824)

Ln Age 0.185 0.138 0.152 0.093 -0.078 -0.111 0.074 0.043
(1.459) (1.112) (1.235) (0.749) (-0.615) (-0.946) (0.568) (0.335)

Ln # Employees -0.104 -0.135 -0.192 -0.255 ** -0.086 -0.077 -0.132 -0.148
(-0.836) (-1.114) (-1.583) (-2.102) (-0.690) (-0.672) (-1.031) (-1.195)

Startup 0.116 0.279 ** -0.085 0.053
(0.920) (2.273) (-0.666) (0.409)

Computer -0.014 0.000 -0.165 -0.157 0.218 * 0.239 ** 0.076 0.087
(-0.118) (-0.149) (-1.457) (-1.347) (1.863) (2.174) (0.637) (0.733)

Medical -0.064 -0.018 -0.183 -0.157 0.058 0.129 -0.013 0.023
(-0.532) (-1.664) (-1.554) (-1.278) (0.476) (1.109) (-0.107) (0.186)

# VCs -0.157 -0.191 0.070 0.049 -0.130 -0.179 0.088 0.062
(-1.377) (0.943) (0.628) (0.425) (-1.130) (-1.649) (0.750) (0.524)

Expansion 0.111 -0.087 0.354 *** 0.116
(0.943) (-0.743) (3.182) (0.964)

F-statistic 2.853 1.228 1.235 0.320 1.871 1.146 1.123 1.064 2.578 1.212 0.483 0.597
R-squared 0.034 0.104 0.105 0.004 0.150 0.098 0.014 0.091 0.196 0.015 0.044 0.053
N 82 82 82 82 82 82 82 82 82 82 82 82

VC influence on European Venture-Backed Companies: linear regressions, single and complete models

Table 5 A

Dependent Variables 

The results from OLS regressions for European sub-sample are presented. The dependent variables are VC influence on CEO hirin g, HR practices, Executive compensation, Employee incentives, Board

decisions, Board appointments, Strategy, and Investment, which are likert-type variables ranging from 1 to 4, 1 representing no influence and 4 indicating high influence. The independent variables are VC%
showing the proportion of VC funding received by our sample companies; LnAge which is a natura l logarithm of the company age; Ln # Employees which is a natural logarithm of the number of company
employees; Computer and Medical which are dummy variables taking value 1 if the company is in the computer or medical industry respectively; 0 otherwise; # VCs which is the number of different VC

investors funding sample companies; Startup and Expansion are dummy variables taking value 1 if the company is in the startup or expansion stages ; 0 otherwise. T-ra tios are presented in parentheses. *, **,
*** mean the coefficient is significant at 10%, 5% or 1% level respectively.
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VC influence VC influence VC influence VC influence VC influence VC influence VC influence VC influence VC influence VC influence VC influence VC influence
BoDD BoDD BoDD BoDA BoDA BoDA Strategy Strategy Strategy Investment Investment Investment
OLS OLS OLS OLS OLS OLS OLS OLS OLS OLS OLS OLS

Constant 3.244 *** 3.789 *** 3.338 *** 3.008 *** 3.611 *** 3.172 *** 2.924 *** 3.173 *** 2.879 *** 2.497 *** 2.827 2.543
(12.869) (8.818) (8.562) (11.681) (8.350) (8.196) (11.471) (7.015) (7.059) (9.358) (6.026) (5.849)

%VC Funding 0.114 0.064 0.056 0.180 * 0.142 0.130 0.115 0.096 0.083 0.264 ** 0.222 ** 0.224 **
(1.030) (0.578) (0.516) (1.633) (1.309) (1.237) (1.033) (0.825) (0.732) (2.446) (1.990) (1.997)

Ln Age -0.161 -0.151 -0.114 -0.116 -0.210 -0.224 * -0.098 -0.075
(-1.293) (-1.262) (-0.938) (-1.009) (-1.627) (-1.815) (-0.788) (-0.614)

Ln # Employees -0.129 -0.093 -0.157 -0.129 0.130 0.143 -0.053 -0.024
(-1.058) (-0.798) (-1.323) (-1.153) (1.028) (1.190) (-0.436) (-0.198)

Startup -0.183 -0.153 -0.084 -0.136
(-1.483) (-1.270) (-0.653) (-1.096)

Computer 0.257 ** 0.266 ** 0.249 ** 0.261 ** -0.073 -0.060 0.138 0.137
(2.262) (2.375) (2.245) (2.425) (-0.613) (-0.518) (1.210) (1.194)

Medical 0.199 * 0.227 * 0.254 ** 0.294 ** 0.076 0.117 0.227 * 0.223 *
(1.678) (1.924) (2.188) (2.580) (0.614) (0.957) (1.906) (1.845)

# VCs -0.007 -0.025 -0.144 -0.171 -0.036 -0.065 -0.026 -0.022
(-0.062) (-0.229) (-1.319) (-1.606) (-0.312) (-0.566) (-0.231) (-0.196)

Expansion 0.246 0.274 ** 0.231 * 0.080
(2.172) (2.515) (1.969) (0.693)

F-statistic 1.062 1.709 2.115 2.667 2.329 3.133 1.067 0.761 1.286 5.981 1.675 1.558
R-squared 0.013 0.139 0.167 0.032 0.181 0.229 0.013 0.067 0.108 0.070 0.137 0.128

N 82 82 82 82 82 82 82 82 82 82 82 82

Dependent Variables 

Table 5 B

VC influence on European Venture-Backed Companies: linear regressions, single and complete models

The results from OLS regressions for European sub-sample are presented. The dependent variables are VC influence on CEO hiring, HR practices, Executive compensation, Employee incentives, Board

decisions, Board appointments, Strategy, and Investment, which are likert-type variables ranging from 1 to 4, 1 representing no influence and 4 indica ting high influence. The independent variables are VC%
showing the proportion of VC funding received by our sample companies; LnAge which is a natural logarithm of the company age; Ln # Employees which is a natura l logarithm of the number of company
employees; Computer and Medical which are dummy variables taking value 1 if the company is in the computer or medica l industry respectively; 0 otherwise; # VCs which is the number of different VC

investors funding sample companies; Startup and Expansion are dummy variables taking value 1 if the company is in the startup or expansion stages ; 0 otherwise. T-ratios are presented in parentheses. *, **, ***
mean the coefficient is significant at 10%, 5% or 1% level respectively.
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VC influence VC influence VC influence VC influence VC influence VC influence VC influence VC influence VC influence VC influenceVC influenceVC influence

CEO Hiring CEO Hiring CEO Hiring HR practices HR practices HR practices Compensation Compensation Compensation Incentives Incentives Incentives

1 2 3 1 2 3 1 2 3 1 2 3

Constant 1.843 *** 1.592 ** 1.680 ** 1.518 *** 1.443 *** 1.679 *** 2.631 *** 2.366 *** 2.513 *** 1.991 *** 2.431 *** 2.045 ***

(2.442) (2.060) (2.301) (6.841) (3.378) (4.165) (12.578) (5.972) (6.727) (7.603) (4.835) (4.331)

%VC Funding 0.263 ** 0.231 * 0.233 * 0.198 * 0.193 0.178 0.356 *** 0.371 *** 0.360 *** 0.191 * 0.230 * 0.253 **

(2.442) (1.923) (1.913) (1.805) (1.613) (1.480) (3.405) (3.310) (3.183) (1.742) (1.933) (2.107)

Ln Age -0.113 -0.119 -0.013 -0.026 -0.011 -0.017 -0.137 -0.121

(-0.845) (-0.904) (-0.097) (-0.198) (-0.088) (-0.142) (-1.041) (-0.934)

Ln # Employees 0.132 0.120 -0.096 -0.119 0.015 0.004 -0.016 0.012

(0.952) (0.901) (-0.703) (-0.904) (0.116) (0.029) (-0.118) (0.092)

Startup 0.037 0.100 0.055 -0.131

(0.299) (0.810) (0.479) (-1.060)

Computer 0.013 0.017 0.037 0.052 -0.094 -0.084 -0.190 -0.212 *

(2.060) (0.131) (0.287) (0.414) (-0.787) (-0.710) (-1.496) (-1.685)

Medical 0.087 0.084 0.127 0.148 0.137 0.153 0.082 0.050

(0.679) (0.644) (1.002) (1.140) (1.149) (1.260) (0.647) (0.387)

# VCs 0.032 0.030 0.221 * 0.207 0.207 * 0.198 * -0.066 -0.046

(0.252) (0.236) (1.764) (1.657) (1.765) (1.691) (-0.525) (-0.372)

Expansion 0.003 -0.108 -0.080 0.164

(0.028) (-0.935) (-0.740) (1.425)

F-Statistic 5.963 1.048 1.034 3.260 1.236 1.270 11.592 2.842 2.900 3.033 1.267 1.410

R-squared 0.069 0.090 0.089 0.039 0.105 0.107 0.127 0.212 0.215 0.037 0.107 0.118

N 82 82 82 82 82 82 82 82 82 82 82 82

Dependent Variables

Table 6A 

VC influence on US VC-backed companies, linear regressions single and complete models

The results from OLS regressions for American sub-sample are presented. The dependent variables are VC influence on CEO hiring, HR practices, Executive compensation, Employee

incentives, Board decisions, Board appointments, Strategy, and Investment, which are likert-type variables ranging from 1 to 4, 1 representing no influence and 4 indicating high
influence. The independent variables are VC% showing the proportion of VC funding received by our sample companies; LnAge which is a natural logarithm of the company age; Ln #
Employees which is a natural logarithm of the number of company employees; Computer and Medical which are dummy variables taking value 1 if the company is in the computer or

medical industry respectively; 0 otherwise; # VCs which is the number of different VC investors funding sample companies; Startup and Expansion are dummy variables taking value 1 if
the company is in the startup or expansion stages ; 0 otherwise. T-ratios a re presented in pa rentheses. *, **, *** mean the coefficient is significant at 10%, 5% or 1% level respectively.
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VC influence VC influence VC influence VC influence VC influence VC influence VC influence VC influence VC influence VC influenceVC influenceVC influence

BoDD BoDD BoDD BoDA BoDA BoDA Strategy Strategy Strategy Investment Investment Investment

1 2 3 1 2 3 1 2 3 1 2 3

Constant 2.977 *** 2.833 *** 2.719 *** 2.685 *** 2.463 *** 2.356 *** 3.004 *** 2.305 *** 2.324 *** 3.096 *** 3.092 *** 3.451 ***

(13.714) (6.716) (6.842) (13.286) (6.346) (6.426) (12.333) (5.084) (5.432) (11.523) (5.873) (6.901)

%VC Funding 0.331 *** 0.296 ** 0.308 *** 0.415 *** 0.360 *** 0.366 *** -0.068 -0.092 -0.078 -0.049 -0.077 -0.088

(3.139) (2.553) (2.635) (4.078) (3.252) (3.271) (-0.612) (-0.784) (-0.659) (-0.435) (-0.620) (-0.697)

Ln Age -0.108 -0.106 -0.087 -0.080 -0.014 -0.027 0.028 0.005

(-0.838) (-0.835) (-0.708) (-0.663) (-0.110) (-0.214) (0.205) (0.040)

Ln # Employees 0.109 0.112 0.114 0.125 0.229 * 0.205 -0.056 -0.096

(0.817) (0.876) (0.898) (1.023) (1.698) (1.580) (-0.393) (-0.696)

Startup -0.029 -0.048 0.062 0.154

(-0.244) (-0.420) (0.507) (1.206)

Computer -0.014 -0.021 0.104 0.097 -0.081 -0.078 0.054 0.075

(-0.112) (-0.170) (0.885) (0.827) (-0.644) (-0.626) (0.410) (0.569)

Medical 0.080 0.062 0.080 0.072 0.083 0.062 -0.056 -0.041

(0.645) (0.491) (0.681) (0.594) (0.666) (0.482) (-0.423) (-0.300)

# VCs 0.143 0.150 0.170 0.176 0.202 0.204 0.065 0.049

(1.173) (1.239) (1.466) (1.519) (1.640) (1.659) (0.502) (0.377)

Expansion 0.081 0.047 0.078 -0.097

(0.724) (0.439) (0.687) (-0.804)

F-Statistic 9.853 1.930 2.009 16.627 3.202 3.205 0.374 1.622 1.657 0.189 0.411 0.293

R-squared 0.110 0.154 0.160 0.172 0.232 0.223 0.005 0.133 0.136 0.002 0.037 0.164

N 82 82 82 82 82 82 82 82 82 82 82 82

Dependent Variables

Cont’d- VC influence on US VC-backed companies, linear regressions single and complete models

Table 6B 

The results from OLS regressions for American sub-sample are presented. The dependent variables are VC influence on CEO hiring, HR practices, Executive compensation, Employee

incentives, Board decisions, Board appointments, Stra tegy, and Investment, which are likert-type variables ranging from 1 to 4, 1 representing no influence and 4 indicating high influence.
The independent variables are VC% showing the proportion of VC funding received by our sample companies; LnAge which is a natura l logarithm of the company age; Ln # Employees
which is a natural logarithm of the number of company employees; Computer and Medical which are dummy variables taking value 1 if the company is in the computer or medical

industry respectively; 0 otherwise; # VCs which is the number of different VC investors funding sample companies; Startup and Expansion are dummy variables taking value 1 if the
company is in the startup or expansion stages ; 0 otherwise. T-ra tios are presented in parentheses. *, **, *** mean the coefficient is significant a t 10%, 5% or 1% level respectively.


