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About NVCA

Formed 35 years ago to foster better 
communications among venture capital 
professionals
Today focuses on advancing public policies 
conducive to entrepreneurship, innovation and 
capital formation
Also has research, education, networking 
charter
Based in Washington DC
450 member firms



Many Options to Choose From
Entrepreneur Personal Funds
“Friends and Family”
Personal credit card and other borrowings
Angel investors
Venture capital
Corporate direct investment
Venture leasing
Mezzanine Financing
Merger and Acquisition
Initial Public Offering
Secondary/Follow-on Public Offering
Private Placements – Debt & Equity
Buyout/Acquisition Financing
Corporate Debt



What is Venture Capital?

Venture capital funds are capitalized by institutional investors and the 
VCs themselves. 

Pension funds
Endowments
Foundations

Venture capital is invested alongside management in private start-up 
companies operating in innovative industries.

Information Technology
Life Sciences
Clean Technology

The goal of a venture investment is to build a company to the point that 
it can stand on its own as a public entity or be acquired as part of a 
larger organization.



Venture Capital Characteristics
Venture capital is long term investment.

Venture investments typically last 5-10 years, often longer, rarely less.

Venture capital is focused on innovation.
VCs invest in companies that look to transform the status quo in high 
technology spaces.

Venture capital is high risk and high reward.
Forty percent of venture backed companies fail; forty percent break 
even/make minimal gains; only 20 percent make significant gains.

Venture capital builds value in companies and the economy.
Venture capital investment stays in the company and is used for growth.
Venture capitalists bring operational and scientific knowledge to bear to 
catalyze growth, involving themselves in day-to-day operations.



Venture capital investment takes place 
across the United States. 

Venture Capital Investment
1970 - 2008
$466 Billion

CA - $201.3 BN

MA - $50.7 BN

TX- $26.9 BN

WA - $14.8 BN

NY - $23.1 BN

FL - $10.4 BN

IL - $9.4 BN
CO - $14.5 BN

MN - $6.2 BN

GA - $9.4 BN

Source:  PricewaterhouseCoopers/National Venture 
Capital Association MoneyTree™ Report, Data:  
Thomson Reuters



US Venture Capital Investment in 
Perspective
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Venture Capital does not…

Invest in public markets, securities or derivatives
Take short positions 
Make itself available through brokers
Meet short term liquidity needs
Use leverage, pull dividends, or charge fees from a 
company
Use offshore accounts, blocker corporations or 
deferred compensation structure to avoid taxes



The Economic Impact of Venture 
Capital on the US Economy ...

It’s Not Just Deals and Exits!

So how do we measure the 
results?



Global Insight Study
In 2008, venture backed companies:

Provided 12.05 million US jobs
Had sales of $2.3 trillion

Represents 20.5% of GDP

Still dominated venture-created sectors
74% of telecommunications jobs
81% of software jobs
55% of semiconductor revenue
67% of electronics/instrumentation revenue

Source: Venture Impact 2009 by Global Insight



Venture Capital Investment 
is Productive ...

For VC every dollar invested in 1970-2001, there was 
$9.88 in US revenue during 2008
For every $24,564 of venture capital invested in 1970-
2001, there was one job in the year 2008

Note these ratios are based on investment through 2001 ($296B) 
because investment after that time has likely had little effect on jobs and 
revenues. If investment 1970-2008 ($456.2B) is used, the ratios would 
be $6.28 and $38,606 respectively

Source: Venture Impact 2008 by Global Insight



Moving Beyond Interesting Research –
Attracting Venture

Can you bridge the gap from lab to 
commercialization?
Is there a pool of management candidates?
Is there a track record of entrepreneurial 
activity/success?
Why does location matter?
Is the technology suited for building company or 
better for licensing?



Venture Investment in Cleantech

What is cleantech?
Why cleantech?
Why now? What is driving CT investment?
- Finding the next “killer ap”
- Energy Independence
- Environmental concerns
- Global Markets
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U.S. venture-backed companies receiving 
top funding in 2008 were largely in the clean 

technology sector

Range Fuels Develops cellulosic ethanol production technology 
AVA Solar Manufactures thin-film photovoltaic (PV) modules 
SolarReserve, Inc Develops utility-scale renewable energy solar power plants
OptiSolar, Inc. Manufactures photovoltaic modules and produces power
eSolar, Inc. Develops modular, scalable solar thermal power plants 
BrightSource Energy, Inc. Develops utility-scale solar power plants
Rearden Commerce Provides on-demand assistants for business management
Pacific Biosciences of 
California

Develops and commercializes nanotechnology with 
applications in biology

Plastic Logic, Inc. Develops plastic circuits for mass applications
Fisker Automotive, Inc. Operates an environment-friendly sports car company
Sapphire Energy, Inc. Develops renewable petrochemical products
XOJET, Inc. Operates as a private aviation company

Source: PricewaterhouseCoopers/National Venture Capital Association MoneyTree™ Report,
Data: Thomson Reuters



A Few Promising Environmental Companies

Calera – takes excess carbon dioxide from coal plants and converts it into 
fodder for cement
Mioxx – safe drinking water technology disinfecting more than 6.5 billion 
gallons of water per day, serving millions of people worldwide. MIOX is used 
for potable water, wastewater and reuse, commercial swimming pools, 
cooling towers, food processing, the beverage industry and other 
commercial and industrial applications
Enerpulse - environmentally friendly ignition products through the 
application of pulse power technology. Replaces current spark plugs & will 
generate up to 1 million watts of power, resulting in significantly more torque 
and lower emissions than the current spark plugs on the market. Pulstar™ 
has also demonstrated a 2.76% increase in fuel economy in an EPA 
certified test. In comparison, a 1% increase is considered significant by 
current automaker standards.
Think City and Tesla – Plug-in battery electric vehicles – Zero Emissions
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The heaviest venture funded industries in the U.S. today 
are Software, Energy, Biotech and Medical Devices.
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Where is Cleantech Investment Going?

• Steady long-term growth expected
• “Largest sector for venture investment in the 

not too distant future”
• Cleantech is not “My Space”

• Will require intense research & infrastructure
• Will take longer to “ripen”
• Will take more capital to mature
• Going up against established industries



Venture Capital & Government Policy
Working for Growth

Economic Stimulus – helps VCs grow companies
DOE Loan Guarantee Program & Grant Program
Advanced Energy Investment Credit promotes domestic 
manufacturing
R&D investment keeps innovation pipeline open

Energy Policy
Renewable Portfolio Standard (RPS) will boost clean tech 
growth
Clean Energy Deployment Administration (CEDA) Energy Bank

Tax Policy
Investment & Production Tax Credits – level the playing field
Capital Gains important to venture investing model & job growth



The Exit Scene -
the importance of acquisitions 
has become clear over the past 
several years



How Many IPOs Should There Be?
Historically there have been 1000+ first time 
fundings each year
14% of companies first founded in the 1990s 
went public
Therefore, we would expect 140 IPOs/year or 
35/quarter

Source: PricewaterhouseCoopers/National Venture Capital Association MoneyTree™ Report, Data: Thomson Reuters



American competitiveness  ...
More people will graduate in the US [in 2006] 

with sports-exercise degrees than electrical 
engineering degrees.

So if we want to be the massage capital of 
the world, we’re well on our way …

Jeffrey Immelt
CEO of GE in a 
2006 Globalist interview



“Buy low… sell high” is easier if you 
really buy low!

Company
Total Venture 

Investment $M

Recent Market Cap/ 
Acq Price $M 

[1/2009]

Cisco 3 89,760
eBay 7 16,460
Amazon.com 8 20,550
Apple 9 71,450
YouTube 12 1,650
Google 40 90,610
JetBlue 173 1,710
WebVan 441 0

Source: PricewaterhouseCoopers/National Venture Capital Association MoneyTree™ Report, Data: Thomson Reuters



F

Numerous World-Leading Companies Were 
First Funded or Founded During Downturns

1970s 1980s 1990s 2000s
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For more information please contact

National Venture Capital Association
1655 Fort Myer Drive
Arlington, VA 22209

703-524-2549

Emily Baker, ebaker@nvca.org

mailto:ebaker@nvca.org
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