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Is the venture capitalist a dragon to be feared,
slain or respected?

Chris Kirkland

As another series of the BBC's Dragons Den is screened on the television, the programme raises the question should the
dragon, the venture capitalist (VC), be someone an entrepreneur should fear, slay or respect?

Whilst no doubt the programme is produced for ‘entertainment value’ and to increase viewing figures, for those
interested in seeking venture capital it does serve to highlight not only the pitfalls in seeking funding but also the
process and often angst one goes through, whether successful or not.

In particular, the programme serves to highlight, that for the majority, getting venture capital can all too often be a road
to nowhere. Sadly the business proposition doesn’t always stack up. Equally there are ventures which might be winners
that are overlooked through poor preparation and presentation. An identified market, an easy to grasp business concept,
sound financials and an entrepreneurial flair invariably tends to be lacking in their content and presence. Perhaps those
rebuffed or declined by the VC should heed their advice and wisdom, using it to review ideas and plans.

For those getting through the initial grilling and with the interest of the VC in their grasp a new set of challenges are
faced. These tend to centre more on the deal structure, the level of investment required and the stake to be relinquished
by the entrepreneur. In very few cases, if any, does the entrepreneur receive the level of investment they seek without
giving up a greater stake than what they were initially prepared to offer. Needless to say some of this is down to an
element of the negotiation process and the respective strong hold of the VC in such a position. There are however, a
number of other reasons, not least the fact that perhaps the entrepreneur places an unrealistic figure on the future value
of their business. They also often fail to comprehend the risk and reward decision making process adopted by the VC
when considering such an investment. With high potential failure rates attached to businesses seeking venture capital
and without the security of asset backed lending, their investment is truly risk capital. Understanderbly they are keen to
safeguard their investment and manage risk, so stakes of 30% to 50% equity are more the norm, if less palatable to the
entrepreneur.

The panel of ‘dragons’ may seem gruelling, turning some of its victims to quivering wrecks, but in reality they epitomise
the typical venture capitalist. On balance the venture capitalist is someone to respect, or at least listen to, fear is not a
good emotional state to negotiate in and slay unlikely to turn you into a legend like St George.

It is common place to hear that a new business idea or venture is unable to attract funding. Experience, however, would
show that whilst it may not be in abundance there are a number of sources and ways to fund ventures, even High Street
banks entertain viable propositions!

© Streets LLP 2007 | www.streetsweb.co.uk | v1.0



These notes are for general guidance only. No liability is accepted by Streets for
actions taken in reliance upon these notes and it is essential that detailed advice
relating to the particular circumstances of the case in question should always be
obtained before action is taken.

Streets is a trading style of Streets LLP, Streets Northern LLP, Streets Southern LLP, Streets Tax LLP, Streets Audit LLP and Streets Financial
Consulting plc Streets LLP (registered number OC309545), Streets Audit LLP (registered number OC309381), Streets Northern LLP
(registered number OC309382), Streets Southern LLP (registered number OC309380) and Streets Tax LLP (registered number OC309379)
are all Limited Liability Partnerships registered in England. Their registered office is Tower House, Lucy Tower Street, Lincoln LNT 1XW. A
list of the names of the members is available for inspection at this address. Streets Audit LLP is registered by the Institute of Chartered
Accountants in England and Wales to carry out company audit work Streets Financial Consulting plc (registered number
2029793).Registered office : Tower House, Lucy Tower Street, Lincoln LN11 1XW. A list of directors is available for inspection at this
address. Streets Financial Consulting plc is authorised and regulated by the Financial Services Authority

For regulation purposes, corporate finance work undertaken may be dealt with by Streets Financial Consulting plc, which is authorised and
regulated by the Financial Services Authority

STREETS

Tower House
Lucy Tower Street
Lincoln
Lincolnshire

LN1T 1IXW

Tel: 01522 551200
Fax: 01522 533234

St Peters Chambers
2 Bath Street
Grantham
Lincolnshire

NG31 6EG

Tel: 01476 590838
Fax: 01476 590795

Halifax House
30 George Street
Hull

East Yorkshire
HU1 3A)

Tel: 01482 225399
Fax: 01482 219964

Lloyd's Building

12 Leadenhall Street
London

EC3V 1LP

Tel: 020 7816 5827
Fax: 020 7816 5826

87 Park Road
Peterborough
Cambridgeshire
PE1 2TN

Tel: 01733 312191
Fax: 01733 896214

Churchgate House
33 Churchgate
Retford
Nottinghamshire
DN22 6PA

Tel: 01777 869955
Fax: 01777 869962

e enquiries@streetsweb.co.uk
www.streetsweb.co.uk

© Streets LLP 2007 | www.streetsweb.co.uk | v1.0

enquiries@streetsweb.co.uk



