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ABSTRACT

Financing is central to the process of entrepreneurship. However, much research on the financing of start-up businesses has suffered from a survivorship bias with only firms who have obtained funding being included. This paper seeks to address this issue by including in the sample not only survivors but also of entrepreneurs who have failed to raise finance and whose ideas and ambitions have not become a reality.

This research focuses on a sample of Scotland-based entrepreneurs who had been active in pursuing external finance in order to launch new businesses. All had approached business angels for finance to develop their business plans and had been turned down. Within this sample, two groups were identified as mutually exclusive. The first consisted of those who could be termed ‘active entrepreneurs’ had continued to seek external finance to develop their business idea. The second group were those entrepreneurs who by their own admission had stopped developing their business idea and had decided not to pursue ambitions of running their own businesses. For the purposes of this research this group were considered to be failed entrepreneurs. SPSS software was used to identify statistically significant differences between the two groups of entrepreneurs.

The comparison of these two groups of entrepreneurs is made by a series of hypotheses that examine their search, negotiating and presentational activity. Results suggest that active entrepreneurs find it easier to locate business angels, are more flexible in their negotiating approach and place greater emphasis on their presentational strategy. 

In addition to providing insight into an area of research in which information is scarce, this study is of practical value to three key participants in the entrepreneurial process. For entrepreneurs seeking angel finance, it will assist in developing appropriate personal search and negotiating strategies: it will assist support agencies develop effective programmes that enable entrepreneurs raise funds from external investors; and, it will assist policymakers direct scarce resources towards the informal investment market more effectively.

INTRODUCTION

George Orwell (1944) famously suggested that views of the past may be fundamentally distorted: ‘history’, he wrote, ‘is written by the winners’.  Similarly, much research on start-up financing has suffered from a survivorship bias (Cassar, 2004) with most studies concentrating on successful entrepreneurs and the firms that have prospered. This paper seeks, in part, to address this issue by focusing on those entrepreneurs whose ideas and ambitions have not become reality.

The research is based on a sample of Scotland-based entrepreneurs who had been active in pursuing external finance in order to launch new businesses. In pursuit of this, all had approached business angels for funding to develop their business plans and had been turned down. Within this sample, two groups were identified as mutually exclusive. The first consisted of those who could be termed ‘active entrepreneurs’; faced with rejection by business angels, this group had continued to seek external finance to develop their business idea. The second group consisted of entrepreneurs who, when faced with rejection by business angels, had stopped developing their business idea and decided not to pursue ambitions of running their own businesses. We describe this group as ‘failed entrepreneurs’. The comparison of these two groups of entrepreneurs is made by reference to their contracting strategies, the three key aspects of which are examined, namely, their search, negotiating and presentational approaches. This study, therefore, also contributes to our knowledge and understanding of the demand-side study of the informal investment market, which has received considerably less attention than the supply-side where a number of studies of what Freear et al. (1997) describe as the 'abc' of angels are available. We still know little about the strategies individual entrepreneurs adopt to achieve their goals (Schwienbacher, 2007). Given the importance of new business creation to innovation and economic growth, an understanding of the factors influencing whether or not finance is successfully obtained is a fundamental area of entrepreneurial research (Shane and Cable, 2002).
In addition to offering insight into areas in which empirical evidence is scarce, a further rationale for this study is provided by the value its findings may have for key stakeholders in the entrepreneurial process. For entrepreneurs seeking angel finance, it will assist in developing appropriate personal search, negotiating and presentational strategies: it will help support agencies develop effective programmes that enable entrepreneurs raise funds from external investors; and, it will assist policymakers direct scarce resources towards the informal investment market more effectively. 

The remainder of this paper is structured in the following way. Issues affecting the search, presentational and negotiating strategies of entrepreneurs are discussed from which a series of hypothesis are developed. The methodology employed to conduct the empirical research is then described followed by an examination of each hypothesis in turn by reference to the empirical findings. Finally, areas for consideration by entrepreneurs, support agencies and policy makers are identified.

HYPOTHESIS DEVELOPMENT

Entrepreneurs face considerable challenges in attempting to raise funds in the informal investment market. Start-up and early stage businesses are informationally opaque (Hall et al., 2000; Schmid 2001) and entrepreneurs often have little historic performance data to offer investors. Overcoming the scepticism and tentativeness of potential investors due to concerns about the “liability of newness” (Stinchcombe, 1965) can be difficult; moreover, there may be a lack of confidence  about an entrepreneur’s capabilities to resolve the financial, marketing, technical and other problems inherent in the venture. With the parties relying on forecasts rather than a track record, and discussions likely to be about an idea rather than a product or service that has received in-depth market exposure, raising finance for start-up businesses is likely to be characterised by high transaction costs.  The challenge facing entrepreneurs is, therefore, to devise contracting strategies to overcome the greater perceived risks and uncertainty inherent in exchanges with new ventures (Hudson and McArthur, 1994). This may prove particularly difficult for novice entrepreneurs whose ability to negotiate with providers of capital may be relatively unsophisticated (Ang, 1992) and only develop as the venture moves through its various stages of development (Van Auken, 2001). 

Faced with these issues, the development and implementation of an effective funding strategy is a priority for entrepreneurs seeking to raise funds in the informal investment market. In specific terms, a successful strategy should achieve three objectives. First, an entrepreneur needs to be effective in the search and identification of potential funding partners. Second, an entrepreneur must be able to attract funding partners by presenting the venture in an effective manner. Third, an entrepreneur needs to be able to successfully complete negotiations that result in securing the necessary funding. It is these areas - search, presentation and negotiating - to which we now turn.

Search strategy

Entrepreneurs searching for equity investment from outside their network of family and friends to fund start-up and early stage ventures are confronted with considerable barriers in their efforts to find financing partners. Unlike the “information-rich” venture capital market (Shepherd et al., 2003) where locating lenders is straightforward, readily available lists of individual business angels are not generally available. Moreover, most informal investors eschew publicity and wish to remain anonymous (Bank of England, 2001). In such circumstances, it can be postulated that entrepreneurs who fail to raise external equity finance and abandon their attempts to start a new venture are more likely to have had difficulty locating angel investors. Thus, the following hypothesis can be formulated:  

H1a: Active entrepreneurs find it easier to locate business angels than failed entrepreneurs.

Research into informal investment markets has been carried out in a number of developed countries, for example, in the United States (Freear et al., 1994; Berger and Udell 1998), the United Kingdom (Mason and Harrison 1993, 1994, 1996, 2000, 2002;  Coveney and Moore, 1998); Sweden (Landström, 1993); Finland (Lumme et al., 1996); Australia (Hindle and Wenban, 1999); Norway (Reitan and Sørheim, 2000); Singapore (Hindle and Lee, 2002) and Scotland (Paul et al., 2003). These studies permit broad conclusions to be reached, which suggest angels typically have considerable entrepreneurial and business experience with many choosing to focus on investing in industries and market segments in which they have particular expertise. Angels also generally demonstrate a preference for investing close to home, which enables them to address some of the risk inherent in informal investing by facilitating the active management of their investments. Given the foregoing, it can be suggested that entrepreneurs who more accurately perceive the expectations of business angels are more likely to search more effectively and, therefore, to be more likely to find a suitable angel. This reasoning enables the following hypothesis to be put forward:  

H1b:  Active entrepreneurs have a greater understanding of the investment preferences of business angels than failed entrepreneurs. 

Negotiation

Where decisions are required to be made under conditions of uncertainty and ambiguity people tend to fall back upon simplifying strategies (Bazerman, 2002). Heuristics are decision-making rules of thumb that can act as useful shortcuts for parties in an exchange (Tversky & Kahneman, 1974; Busenitz and Barney, 1997; Bazerman et al., 2000), especially in entrepreneurial settings (Westhead et al., 2005). However, rules of thumb are difficult to develop in the informal market.  Transactions between entrepreneurs and angels are private making it difficult for entrepreneurs to learn about the heuristics of investing from other deals, for example about how much equity an owner could reasonably expect to relinquish for varying levels of investment (Paul et al., 2003).  A key area of decision-making in the informal investment process is the valuation of the equity stake that the angel will take in the business in exchange for an equity investment. Compared to venture capitalists, informal investors work with less information, have little precedent to draw on and do not have the resources to carry out in-depth market analysis (Fiet, 1995). Faced with these hurdles, evidence suggests that angels are intuitive in assessing how much equity they should receive in return for their investment (Paul et al., 2007,a). Defined as a 'felt awareness for a situation as a whole' (Bastick, 1982), intuition has been identified as an explanation for many actions in the entrepreneurial domain (Mitchell et al., 2005). It involves the integration of disparate information (Hisrich & Jankowicz, 1990) as an angel performs a balancing act in which the value of the opportunity is weighed in equity terms. It can, therefore, be suggested that those entrepreneurs who, in negotiations about the equity/investment exchange, have a better appreciation of angel decision criteria are more likely to secure an investment. Therefore, the following hypothesis can be advanced: 

H2a: Compared to successful entrepreneurs, failed entrepreneurs have more difficulty in assessing the negotiating strategy of business angels. 

Given that the desire to be one’s own boss can be an important motivation behind starting a business (Hisrich, 1986; Caird, 1991), it follows that many entrepreneurs would exhibit strong preferences for those financing options that minimise the intrusion of others into their businesses (Holmes & Kent 1991; Ang 1992; Tucker & Lean, 2003).  The introduction of external equity into a start-up business can be seen by an owner as a dilution of control (Poutziouris et al., 1999; Paul et al., 2003) and other forms of financing such as debt may be viewed as more attractive forms of finance as these do not, at least whilst the business flourishes, lead to any loss of control (Ou & Haynes, 2003). Given this discussion it can be suggested that the more flexible and accommodating an entrepreneur is towards the level of equity that an angel attaches to an offer of funding, the more likely it is that an agreement will be reached. This reasoning enables the following hypotheses to be put forward: 

H2b: Compared to successful entrepreneurs, failed entrepreneurs believe that angels expect too high a return for their investment.

H2c: Compared to successful entrepreneurs, failed entrepreneurs believe that angels expect too high an equity stake in return for their investment.

Presentational strategy

Entrepreneurship is a relational task and the building of a new business requires cooperative behaviour (Johannisson, 1995) with existing social relationships being activated and new ones created (Brűderl and Preisendörfer, 1998). In attempting to answer the question ‘Why are some entrepreneurs more successful than others in exploiting opportunities they discover?’ Baron and Markman (2003) have proposed that an entrepreneur’s ‘social competence’, that is their effectiveness in interacting with others in face-to-face situations, may play an important role. In situations where entrepreneurs are reluctant to provide full information about an opportunity because of concerns that disclosure may make it easier for others to exploit (Shane & Cable, 2002), inter-personal skills may become more important lest prospective financing partners confuse reticence with deliberate obfuscation.
The quantum difference in the environments faced by entrepreneurial firms in comparison to more established enterprises (Miller & Friesen, 1984) means that individuals cannot fall back on established relationships and makes social competency a key entrepreneurial skill (Baron and Markman, 2003). Of the various aspects of social competence, the importance of making a good impression on others in entrepreneurial settings is well established (Baron and Markman, 2000; Anderson, 2005) and its critical importance in the informal investment market has been highlighted (Mason & Harrison, 2003).

In the informal investment market angels often make a preliminary assessment based in terms of industry and sector, level of funding required and location (Mason and Rodgers 1997; Paul et al., 2003). Entrepreneurs whose proposals meet these assessment criteria are likely to be asked to present the plans to the angel face-to-face. At this stage a considerable body of evidence points to the entrepreneur behind the venture as the factor to which potential investors give most weight (Mason and Rogers, 1997; Feeney et al., 1999; Harrison and Mason, 2002; Paul et al., 2007,a).  This enables the following hypothesis to be suggested:

H3: Active entrepreneurs will differ in their attitude about whether the person or the idea behind a business is more important to the angel, than failed entrepreneurs.

STUDY DESIGN, DATA COLLECTION AND ANALYSIS

Study design

A structured questionnaire was designed to explore key issues about the search, presentational and negotiating strategies of the entrepreneurs who had failed in an attempt to obtain finance from business angels. Such entrepreneurs would be able to give insights of the special kind of problems facing entrepreneurs when trying to raise funds to finance their businesses. The questionnaire was piloted with two entrepreneurs selected at random to assess content and ease of understanding by the respondents. No major problems were found with the survey instrument though some amendments were made to the phrasing of questions. The pilot interviews were also useful in helping determine the method by which the survey instrument was administered. Consideration was given to face-to-face interviews as these can elicit rich contextual evidence and meanings (Howorth et al., 2004). However, the entrepreneurs with whom the questionnaire was piloted had expressed an unwillingness to participate in face-to-face interviews, citing time pressures. Both, however, agreed to participate in a scheduled telephone interview.  This feedback informed discussions among the researchers in which the likelihood of a higher response rate from telephone interviews was balanced against the richer context of face-to-face interviews. Given that the overall sample size was limited, a consensus was reached that the former was the more apposite method of administering the questionnaire. 

Data collection

A number of researchers (for example, Berger and Udell, 1998; Prowse, 1998) have noted the opacity of the supply-side of informal investment markets.  This characteristic extends to the demand-side and, in Scotland, there is no comprehensive list of entrepreneurs who are, or have been, actively seeking finance from business angels. Given this constraint and the exploratory nature of the study, a convenience sample was constructed from the database of entrepreneurs who, in the preceding two years, had contacted the established Business Angel Network (BAN) in Scotland (the Local Investment Network Company, usually known by the acronym, LINC). In each case these entrepreneurs and their business plans had been screened by officers of the BAN, offered advice and subsequently been put in contact with at least one business angel. From within the data base, a total of 79 entrepreneurs who had been unable to secure business angel funding from BAN members were identified. Each of these entrepreneurs were contacted by mail to inform them of the research, ask them for their cooperation and informing them that one of the research team would be in contact by phone within a week. Excluding 21 entrepreneurs who could no longer be located, a final sample of 58 entrepreneurs was contacted. Of this number, thirty agreed to be interviewed, a response rate of 51.7%. 

Data analysis

From within the sample of 30 interviewees two groups were identified as mutually exclusive. Group 1 consisted of those entrepreneurs who, faced with rejection by business angels, were continuing to seek external finance for their business idea. This group were considered to be active entrepreneurs. Group 2, on the other hand, were those entrepreneurs who by their own admission had stopped developing their business idea and had decided not to pursue ambitions of running their own businesses. For the purposes of this research this group were considered to be failed entrepreneurs. 

Though the number of interviewees is relatively small, it is large enough to permit sufficient statistical analyses. SPSS software was used to identify statistically significant differences in the search, presentational and negotiating strategies between active and inactive entrepreneurs. Both chi-square and Mann Whitney U tests were calculated and little difference was identified between them. The Mann Whitney U results are shown as this type of testing is ‘assumption free’. With a relatively modest sample size this addresses concerns about whether the sample represents a normal distribution. Given the exploratory nature of the study and to avoid ignoring potentially important differences between respondents, a 0.1 level of significance was applied rather than the customary 0.05 level.

We were aware that respondents to a questionnaire could be influenced by their perception of what is seen as desirable responses (MacMillan et al.,1985). To encourage interviewees to be as frank as possible, they were given assurances of anonymity and made aware that returned questionnaires would not be attributed to individuals. We were unable to test for response bias (Freear et al., 1995) but, as Westhead et al. (2005) point out, non-respondents who have exhibited a reluctance to cooperate with research are unlikely to respond to further data requests. Nonetheless, we have confidence that the research has captured a data set that is sufficiently robust for the purposes of an exploratory demand-side study and enables tentative conclusions to be drawn about the strategies of entrepreneurs who have engaged in and been rejected by the informal investment market.

FINDINGS

Search
Active and inactive entrepreneurs were presented with statements relating to their attitudes on search. A five point scoring system was used, where a score of 1 was positive and a score of 5 was negative. There was a significant difference at the 0.02 level for the statement ‘locating angels is difficult’ (see Table 1, row 1). The active entrepreneurs (group 1, below) agreed less with the statement than failed entrepreneurs (group 2, below). Thus H1a is supported.

Table 1: Entrepreneurs’ experience of locating angels 

	
	
	Agree (%)
	Neither agree nor disagree (%)
	Disagree (%)
	Mean rank score
	Mann –U 
	Sig. Level

	Locating angels is difficult
	Group 1
	40
	15
	45
	16.73
	35.5
	0.020*

	
	Group 2
	87.5
	12.5
	0
	8.94
	
	


*denotes significant difference

The understanding of the investment preferences of business angels was tested by asking the entrepreneurs about two key areas, namely, that angels only invest in industries and projects about which they already know a great deal and which are close to home. No significant differences were found (table 2, below) and, therefore, hypothesis 1b could not be supported.

Table 2 Entrepreneurs’ perception of angel investment preference variables

	
	
	True (%)
	Neither (%)
	Not true (%)
	Mean rank score
	Mann- U
	Sig. Level

	Angels only invest in industries / projects about which they know a great deal
	Group 1
	65
	15
	20
	15.48
	60.5
	0.295

	
	Group 2
	87.5
	0
	12.5
	12.06
	
	

	Angels are only interested in making investments close to home
	Group 1
	45
	25
	30
	14.03
	70.5
	0.620

	
	Group 2
	25
	37.5
	37.5
	15.69
	
	


Negotiation 

The entrepreneurs were asked to consider 6 variables relating to general issues surrounding negotiating with business angels. These variables were used to consider their attitudes towards the entire process of negotiation, from their ability to establish angel decision making criteria to their perception of the length of time taken.

The results are displayed in Table 3 below. Failed entrepreneurs find it significantly more difficult to establish angel decision making criteria than active entrepreneurs (row 1). There were no significant differences detected in the other 4 statements. However, the general attitudes towards negotiating for this total set of entrepreneurs is that angels are perceived to be risk averse (row 2), look for a hands on involvement (row 3) and demand a great deal of information (row 4). Additionally the process of dealing with angels is felt by the majority to be too lengthy (row 5). Therefore, the evidence presented in Table 3 supports H2a to a limited extent. 
Table 3 Entrepreneurs’ attitudes and perceptions of angel negotiation strategies

	
	
	True (%)
	Neither 

(%)
	Not true (%)
	Mean rank score
	Mann-U
	Sig. Level

	Angel criteria for decision making difficult to establish
	Group 1
	50
	30
	20
	16.05
	49.0
	0.101*

	
	Group 2
	87.5
	12.5
	0
	10.63
	
	

	Angels are not prepared to take a chance
	Group 1
	50
	30
	20
	14.5
	80.0
	1.000

	
	Group 2
	50
	25
	25
	14.5
	
	

	
	
	Agree (%)
	Neither agree nor disagree (%)
	Disagree (%)
	
	
	

	Angels want a hands on role in the business
	Group 1
	30
	30
	40
	14.88
	72.0
	0.69

	
	Group 2
	25
	62.5
	12.5
	13.56
	
	

	Angels want too much information about the business
	Group 1
	30
	25
	45
	13.90
	68.0
	0.531

	
	Group 2
	25
	12.5
	62.5
	16.00
	
	

	Dealing with angels takes too long
	Group 1
	70
	10
	20
	13.83
	66.5
	0.453

	
	Group 2
	50
	37.5
	12.5
	16.19
	
	


*denotes significant difference

In Table 4 below the results are displayed for the entrepreneurs’ responses on the perception of the conditions attached to obtaining finance from angels. There is a significant difference at the 0.017 level in the perceptions between the groups on the level of equity share that the Angel would expect (row 2). The active group (40%) agree less with the statement than the failed group (87.5%). A majority within both groups agree that the ‘angels expect too high a return on their investment’ (row 1) and that ‘angels only invest to make a high return’ (row 3). Hypothesis H2b is supported to a limited extent.

Table 4 Entrepreneurs’ perceptions of equity/finance trade-off

	
	
	Agree (%)
	Neither agree nor disagree (%)
	Disagree (%)
	Mean rank score
	Mann-U
	Sig. Level

	Angels expect too high a return for their investment
	Group 1
	55
	25
	20
	15.05
	69.0
	0.558

	
	Group 2
	62.5
	25
	12.5
	13.13
	
	

	Angels expect too high an equity share for their investment
	Group 1
	40
	45
	15
	16.70
	36.0
	0.017*

	
	Group 2
	87.5
	12.5
	0
	9.00
	
	


*denotes significant difference

Presentation

All entrepreneurs had held face-to-face meetings with business angels with a large majority making at least one formal presentation. In order to test hypothesis 3, two propositions were put to the interviewees, namely that the person behind the business was more important than the idea, and vice-versa. The attitude of active entrepreneurs was that the ‘person behind the business’ is significantly important compared to failed entrepreneurs. Failed entrepreneurs also view the ‘idea behind the business’ to be significantly more important than active entrepreneurs. In other words the active group view the ‘person’ to be more important than the idea secondary while the failed group take the opposite view. This evidence provides support for hypothesis H3.

Table 5 Entrepreneurs’ perception of presentation variables

	
	
	Important (%)
	Neither important nor unimportant (%)
	Unimportant (%)
	
	
	

	The person behind the business
	Group 1
	100
	0
	0
	12.65
	43.0
	0.005*

	
	Group 2
	75
	25
	0
	19.13
	
	

	The idea behind the business
	Group 1
	70
	15
	15
	16.70
	36.0
	0.011*

	
	Group 2
	100
	0
	0
	9.00
	
	


*denotes significant difference

DISCUSSION

Discussion of the findings of this study can usefully be structured by examining its implications by reference to each of the main stakeholders in the informal investment process. From an academic perspective, this study presents demand-side evidence to the ‘horse and jockey’ debate (Harrison and Mason, 2002) that has been a feature of the developing literature about the informal investment process. Stimulated by work in the formal investment market about the screening activities of venture capitalists (Hall & Hofer, 1993; Zacharakis & Meyer, 1998; Manigart & Sapienza, 2000), studies of the supply-side of the informal market have suggested that, in deciding whether to invest in an opportunity, an angel’s confidence in the entrepreneur behind the project is critical (Mason & Rogers, 1997; Feeney et al., 1999; Paul et al., 2003; Paul et al., 2007,a). The evidence presented in this study suggests that those entrepreneurs who recognise this preference are more likely to obtain finance. A useful parallel can be drawn with job selection interviews where research emphasises the significance of the impression that the candidate makes on the interviewer (Dion et al., 1972; Arvey & Campion, 1982). This corresponds with the finding by Mason & Harrison (2003) who, in a study on technology-based ventures, concluded that impression management skills of entrepreneurs are critical in raising finance from external investors. 
This study has important implications for entrepreneurs about the flexibility which entrepreneurs need to show towards the equity stake that may have to be relinquished in order to secure funding. How much equity an angel should expect to receive for varying levels of investment is an important issue, and it is no less so for entrepreneurs who are likely to view  the issue in terms of equity dilution. The study suggests that those entrepreneurs who are more flexible in the levels of equity that they are prepared to release are more likely to obtain finance. Valuing equity in start-up businesses is difficult as assets are often intangible and knowledge-based (Hsu, 2004). On the supply-side, informal investors work with less information compared to venture capitalists, have little precedent to draw on and do not have the resources to carry out in-depth market analysis (Fiet, 1995). Faced with these hurdles, angels tend to be intuitive (Paul et al., 2007,a) as they assess the value of the opportunity in equity terms. It is no less of a challenge on the demand-side as entrepreneurs are likely to view  the issue in terms of equity dilution. Given the evidence of this study it may be useful for entrepreneurs to balance the loss of independence and control with the benefits external equity can offer start-up ventures.  Four advantages can be identified. First, business angels add value. Small firms, particularly those in high-technology sectors often lack the necessary competencies and an active investor could be one way of acquiring it (Sjögren and  Zackrisson, 2005). The right investor can offer a new firm substantial competitive advantage -  ‘From whom you raise capital is often more important than the terms’ (Sahlman, 1997: 107). Second, bringing in external equity can help limit the extent to which entrepreneurs are required to mortgage their assets (Paul et al., 2007,b). Third, with shortage of working capital a prime cause of business failure (Hall, 1992), equity capital provides long-term funding without the negative impact on cash flow typically associated with debt financing.  Finally, with their high burn rates of capital, early stage businesses often require the infusion of several rounds of funding (Sapienza & Korsgaard, 1995), especially in high technology and growth firms (Hall et al., 2004).  Where the quality of a start-up cannot be directly observed or validated, the process of locating additional funding as the business develops can be made easier with help from an experienced investor whose involvement may attract others (Paul et al., 2007,b). 

This study also has implications for policymakers and support agencies who wish to encourage new ventures and for entrepreneurs seeking to raise equity finance. Considerable resources have been given to the provision of supply-side measures aimed at plugging the small-firm equity gap (see Cressy, 2002 for a discussion). Our findings suggest that emphasis could also usefully be given to demand-side measures to help entrepreneurs more effectively market themselves and their business propositions. Personal relationships underpin the informal investment process (Paul et al., 2007,a) with angels placing emphasis on choosing to conduct business with people they believe ‘will behave reliably’ (Shane & Stuart, 2002). In particular, presentation skills training for entrepreneurs in the overall context of investment readiness and impression management (Mason & Harrison, 2001; Mason & Harrison, 2003) may have a worthwhile impact on the likelihood of an entrepreneur raising finance from external investors. 

There is also the issue of the ease with which entrepreneurs can find business angels. Unlike the formal market where details of venture capital firms are readily available published lists of business angels can seldom be obtained. Moreover, the evidence of this study concludes that, even in the context of a well-established BAN, much remains to be done to make it easier for entrepreneurs to be put in contact with business angels.  Given that new businesses have become an increasingly important component of economic development (Storey, 1994; OECD, 1998; Denis, 2004), it is axiomatic that, if this is one of the factors which results in more deals between entrepreneurs and angels, this area should receive more research by academics and greater attention from policymakers.

Finally, the difficulties of researching the investment behaviour of business angels has been extensively noted, for example Freear et al. (1994), Mason & Harrison (2000) and Paul et al. (2003). The demand side of the informal investment market is no less challenging and we were only able to research a limited number of aspects of entrepreneurial behaviour. Our sample had shared the experience of rejection but had dealt with it in two distinct ways. Faced with rejection some entrepreneurs become quickly discouraged; others however, were spurred on by their setbacks. In this respect, Boyd & Vozikis (1994) found that entrepreneurs who persist with their efforts have strong beliefs regarding their own capabilities. A useful area for future research would therefore be a focus on self-efficacy perceptions as these may be influential in determining the likelihood of success in raising funds in the informal investment market.  
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