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Introduction  
 Venture capital is money provided by professionals who invest alongside 
management in rapidly growing companies.  Sun, Intel, Microsoft, Mastek, Satyam Infoway, 
Rediff, Pizza corner are some examples of successful ventures.  Venture Capital derivers its 
value from the brand equity, professional image, constructive criticism, domain knowledge, 
industry contacts …, that Venture Capital funds bring to table at a significantly lower 
management agency cost.  A Venture Capital Fund (VCF) strives to provide entrepreneurs 
with the support they need to create up-scalable business with sustainable growth, while 
providing their contributors with outstanding returns on investment, for the higher risks they 
assume.  Venture Capital Funds generally fiancé new and rapidly growing  companies 
typically knowledge-based,  sustainable, upscalable  companies,  purchase equity/ quasi-
equity securities: assist in the development  of new products or services;  add value to the 
company through active participation; take higher risks with the expectation of higher 
rewards; have a long-term orientation.  
Role of venture capital  
 Venture capital helps entrepreneurs through the capital-raising process and provides 
targeted, quality deals to its network of investors.  Venture Capital also equips the venture 
capital community with the tools needed to make the investment process and business 
development easy and efficient.  These tools include a clearinghouse that provides valuable, 
direct industry connections; a supportive community based on common experiences; the 
latest market news across the globe; and access to a high-quality network of professional 
service providers.  
Statement of the problem  
 A number of defects have also been pointed out by critics in relation to several 
venture capital companies such as inadequate capital base, insufficient management capacity, 
fragmentation of efforts over far too many projects without any well thought out strategies 
and lack of finance for the development of prototypes or setting up of pilot plants at the 
laboratory stage.  Unlike in the case of developed countries, the contributions from insurance 
companies and pension funds have been very negligible.  Such a situation warrants the SEBI 
and the Government to review the operational performance of venture capital companies and 
the adequacy of the guidelines in meeting the venture activities.  
Objectives of the study 
 The main objectives of the study is to examine and analysis the investees’ opinion on 
Indian venture capitalists.  
Methodology  
 The study is both empirical and analytical in nature. The study depends on both the 
primary sources of data.  The primary data were collected through a well structured 
questionnaire and was supplemented with information obtained through personal interviews 
with a few experts and executives of Indian Venture Capital companies. 
Study Area  
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 The study was conducted in five industrial cities of India. The cities selected are New 
Delhi, Mumbai, Hyderabad, Bangalore and Chennai.  The selection of five cities is justified 
on the following grounds: 

i. They are major  industrial cities that  are growing rapidly 
ii. They  have a large number of venture capital corporate offices 
iii. They have a large number of venture capital assisted companies. 
iv. New business enterprises like software development, IT sector 

are in these cities.  Therefore these five cities are chosen for the 
study.  

Sample for the study  
 The sample of 120 unites assisted by the 7 venture capital companies are chosen for 
the study. These 120 unites details relating to their address, location is provided by the 
venture capital companies. So all the 120 units whose addresses are made available by the 
VCC are contacted through questionnaires and only 42 units responded.A scrutiny of the 42 
questionnaires led to rejection of 6 questionnaires on account of incomplete responses.  Thus, 
the responses of 36 assisted units were used for the present study.  
Techniques of analysis  
 The following statistical techniques were applied in the present study.First, chi-square 
test was applied for examining association between the venture capital investor and venture 
capital investees. And stepwise multiple linear regression was performed relating to some 
selected variables. i.e.  capacity utilization ( dependent variable) is  associated with form of  
business, type of business, age wise business classification, technology based business 
classification, total cost wise business classification , stage of assistance wise business 
classification, method of assistance wise business classification and method of approach  
based  business classification.  
 It provides an analysis of the relationship between the venture capital inventors and 
investees, capacity utilization of the assisted companies, nature of assistance received and 
monitoring of the assisted companies.  The data and information obtained from the 
companies through questionnaires were the sources for the analysis.   

I. CLASSIFICATION BASED ON RATING OF RELATIONSHIP 
 The opinion on Venture capitalists can be used to divide the sample into those who 
had proactive relationships and those who had reactive or inactive relationships. Based on the 
average score of the sample units on the 20 statements a division was made as to those who 
rated the venture capitalists ashigh and those who rated the venture capitalists as low. The 
table 1 givesthe classification distribution of the sample. 
 The sample units are classified under two group i.e. low raters and high raters on the 
basis of their mean scores for their opinion on relationship with VCCs taking the entire 
sample average as the basis for classification. If the units score is below the sample average, 
they are called as low raters and if their scores are equal or more than the sample average 
then, they are called high raters. 
TABLE 1: CLASSIFICATION OF COMPANIES ON THE BASIS OF RATING  
Groups No. of companies Percent (%) 
Low raters 16 44.44 
High raters 20 55.56 
Total 36 100 
Source: Computed from Primary Data 
 The above table showsthat there are 16 companies/units which have given low rating 
to venture capitalists. They form about 44% of the sample. Twenty companies have given a 
high rating. They are about 56% of the sample. This categorization can be linked to certain 
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classifications of the sample to identify if the characteristics of firms are associated with the 
rating that they have assigned to the venture capitalists. 

(i) Form Of Business And VentureCapitalist Rating 
 The sample units are classified into three forms of business and 1s associated with 
their Venture capitalist rating (score). This association is tested through chi-square analysis. 
TABLE 2: FORM OF BUSINESS AND RATING OF VENTURE CAPITALIST 

Business 
Opinion on Relation 
Low Raters High Raters Total 

Partnership 1 3 4 
Private Limited Companies 5 5 10 
Public Limited Companies 10 12 22 
Total 16 20 36 
Source: Computed from Primary Data, Table Valueofχ2: 5.99, Computed Valueofχ2: 0.747 
 There is no significant association between one form of business and Venture 
capitalist rating. The computed chi-square value is 0.747. The computed value is not 
significant at 5% level of significance. Therefore the null hypothesis is accepted. Hence, the 
Venture capitalist rating is independent of the form of business. 

(ii) Age of Business and Venture CapitalistRating 
The units are classified into three categories of business on the basis of their age and are 
associated with their Venture capitalist rating. Generally, the old age business is more 
understanding in its relationship with the investor but the young age business group lacks this 
essential relationship. So, this association is tested through chi-square analysis. 
TABLE 3: AGE OF BUSINESS AND VENTURE CAPITALIST RATING 

Age wise Business 
Opinion on Relationship 
Low Raters High Raters Low Raters 

New 3 5 8 
Start up 6 5 11 
Expanding 7 10 17 
Total 16 20 36 
Source: Computed from Primary Data, Table Valueofχ2:5.99, Computed Valueofχ2: 0.684 
 Table 3 reveals that there is no significance in the association, between Venture 
capitalist rating and age wise business classification. The computed chi-square value is 0.684. 
The computed value is not significant at 5% level of significance. Therefore, the null 
hypothesis is accepted. Hence, the age wise business classification is independent of the 
Venture capitalist rating. 

(iii)  TotalCostofProjectwithVentureCapitalistRating 
 The sample units are classified into four types of business on the basis of their project 
cost and are associated with their relationship to investor. This is tested through chi-square 
analysis. 
TABLE 4: COST OF PROJECT AND VENTURE CAPITALIST   RATING 

Costof Project 
Opinion on Relationship 
Low Raters High Raters Total 

Less than Rs.50 lakhs 1 2 3 
Rs.50 lakhs to Rs.100 lakhs 4 4 8 
Rs.l00 lakhs to Rs.300 lakhs 8 7 15 
More than Rs.300 lakhs 3 7 10 
Total 16 20 36 
Source: Computed from Primary Data, Table Valueof χ2: 7.81, Computed Valueofχ2:1.575 
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 But again there was no significance of association between the above two variables 
tested through chi-square analysis. The computed value is 1.575. This is not significant at5% 
level of significance. Therefore the nullhypothesis is accepted. Their Venture capitalist rating 
is independent of project cost. 

(iv) ProductTypewithVentureCapitalistRating 
 The selected 36 samples were classified into three categories on the basis of their 
product/service (i.e. totally a new product/service an existing product with modern tech .and 
product existing in the market)and were associated with their relationship with investors. This 
association was tested through chi-square analysis.  
TABLE 5: PRODUCT TYPE AND VENTURE CAPITALIST RATING 

PRODUCT TYPE 
Opinion on Relationship 
Low Raters High Raters Total 

Totally new products 8 14 22 
Existing product with modern tech. 5 3 8 
Existing    product 3 3 6 
Total 16 20 36 
Source: Computed from Primary Data,Table Valueofχ2:5.99, Computed Valueofχ2:  1.713 
 No significance of association between the product type and opinion on relationship 
was noted.  The computed chi-square value is 1.713. The computed value did not appear 
significant at 5% level of significance. Therefore null hypothesis is accepted. The two 
variables are not associated with each other. 

(v) Stage of Assistance and Venture CapitalistRating 
 Thesampleunitswereclassifiedintofourtypesofbusinessbasedonthe stage of assistance 
received i.e, before starting business, in the first year of operation,    for    expansion    of    
business    and    for    overcomingbusiness distress/sickness  and  these  are  associated  with  
their  opinion  on  relationship variable. This association was also tested through chi-square 
analysis. 
TABLE 6: STAGE OF ASSISTANCE AND VENTURE CAPITALISTRATING 

Stage 
Opinion on Relationship 
Low Rates Low Rates Low Rates 

Before Starting  8 10 18 
I year of operation 4 1 5 
Expansion of business 2 3 5 
Overcoming business sickness 2 6 8 
Total 16 20 36 
Source: Computed from Primary Data, Table Value of χ2: 7.81, Computed Valueofχ2 : 
3.825 
 The above table reveals no significance in the association between the assistance basis 
business state and opinion on relationship. The computed chi-square value is 3.825.  The 
computed value is not significant at 5% level   of significance.   Therefore null hypothesis is 
accepted.  The stage of assistance is independent of Venture capitalist rating.  
(vi)TimeofAssistancewithVenture Capitalist Rating 
The sample units were classified into two types of business on time of assistance namely the 
one time assistance and more than once assistance. Usually the units that received assistance 
more than once are likely to be high raters, than those which received assistance   once.   
Therefore these variables were tested through chi-square analysis. 
TABLE 7: TIME OF ASSISTANCE AND VENTURE CAPITALIST RATING 

Time 
Opinion on Relationship 
Low Raters High Raters  
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One time 13 17 30 
More than one time 3 3 6 
Total 16 20 36 
Source: Computed from Primary Data, Table Value of χ2:3.84, Computed Valueofχ2:0.90 
 No significance of association was found between the time of assistanceand rating of 
relationship. The computed chi-square value is 0.90. The computedvalueisnotsignificantat 5 
%   levelofsignificance.Therefore null hypothesis is accepted. The time of assistance is not 
associated with Venture capitalist rating. 

(vii) Presence of Monitoring and Venture Capitalist Rating 
 Thesampleunitsareclassifiedintotwotypesonthebasisofwhether theywere monitored 
ornot.Monitoredcompanies'ratingmaybe highand non-
monitoredcompanies'ratingmaybelow.Thisistestedthroughchi-square analysis. 
TABLE 8: PRESENCE OF MONITORING AND VENTURE CAPITALIST RATING 

Whether Monitored 
Opinion on Relationship 
Low Raters High Raters Low Raters 

Yes 12 15 27 
No 4 5 9 
Total 16 20 36 

Source: Computed from Primary Data, Table Valueofχ2 :3.84, Computed Valueofχ2:0.00 
 There is no significant association between the presence of monitoring and opinion on 
relationship. 
 The computed chi-square value is less than the table value at 5% level of significance. 
It is not significant. Therefore null hypothesis is accepted. Rating does not differ in terms of 
whether they were monitored or not by Venture capitalists. 

(viii) Approach   with   Venture CapitalistRating 
The sample units were classified into two types based on their approach 1.e., hands on 
approach and hands off approach and are associated with relationship rating. This association 
is tested through chi-square analysis. 
TABLE 9: APPROACH AND VENTURE CAPITALIST RATING 

Approach 
Opinion on Relationship 
Low Raters High Raters Low Raters 

Hand on 13 15 28 
Hands off 3 5 8 
Total 16 20 36 
Source: Computed from Primary Data, Table Value of χ2, 23.84, Computed Value of χ20.201 
 This is no significant association between the approach and Venture capitalist rating. 
 The computed chi-square value is 0.201. The computed value is not significant at 5% 
level of significance.Therefore null hypothisis is accepted. The investor's approach and 
Venture capital rating are not associated with each other. 
FINDINGS AND CONCLUSION 
 In this paper an overview of Assisted Companies, their characteristics, capacity 
utilization, form of assistance, terms of financing and their opinion on their relationship with 
investor Venture Capital Companies are discussed. Among the factors associated with 
capacity utilization, age of the units and stage of assistance have shown significant 
association. Limited    companies attracted more equity assistance and private companies and 
partnership firm are provided debt finance.  Assistance also varied according to type of 
industry, technology level of assisted units, project size, product type and approach adopted 
by VCFs to their assisted unites.  Thus, the analysis shows that the assisted companies differ 
widely in their experience, opinions and operations characteristics. 
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