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Chapter 1: Introduction TC "Chapter 1: Introduction" \f C \l "1" 
The past two decades private equity has grown enormously (Kaplan and Schoar, 2005). In 2007 a record $686bn of private equity was invested globally and private equity fund raising also surpassed prior years with $494bn being raised (IFSL Research, 2008). 

Around 80 percent of all private equity investments are managed by specialized intermediaries. Most institutional investors invest in private equity via specialized intermediaries because of the fact that selecting, structuring and managing private equity investments requires specific skill that they do not possess themselves (Fenn et al., 1997). Through their funds, specialized intermediaries manage approximately $1 trillion of capital (Metrick and Yasuda, 2008). Around two-third of this capital in managed by intermediaries that pursue a buyout investment strategy (Metrick and Yasuda, 2008). Buyout firms usually take a controlling stake in their portfolio companies and invest in mature companies with steady cash flows using substantial leverage (Kaplan and Strömberg, 2008; Metrick, 2006 and Renneboog and Simons, 2005). Using significant leverage buyout firms where able to acquire companies such Hilton Hotels and Chrysler. The other main investment strategy pursued among private equity intermediaries is a venture capital strategy. Venture capital firms primarily investment in young, unquoted companies that have capacity for rapid growth. Frequently, they invest in high-technology companies (Metrick, 2006 and Wright and Robbie, 1998). Illustrations of early investments made by venture capital are recent successes Google and YouTube. 


Metrick and Yasuda (2008) show that the organizational economics of venture capital and buyout firms are different. Specifically, buyout general partners are able to appropriate their superior return to skill by scaling up the size of each firm they invest in, whereas venture capital firms are not able to do so. Consequently, buyout funds earn on average significantly higher revenue per general partner than venture capital funds. This raises the question: why do venture capital general partners not change to a buyout investment strategy, considering the higher revenue per partner earned in this category of private equity?

According to the resource-based perspective the company’s current resources affect perceptions and in turn strategic decisions (Wright et al., 1995). Human capital is a critical resource in private equity because general partners play an important role in the private equity investment cycle (Zarutskie, 2008). Consequently, I expect, in particular, human capital resources to affect GPs’ perceptions and in turn strategic decisions concerning which investment strategy to pursue (venture capital or buyout). Therefore, this research attempts to answer the above posited research question by scrutinizing whether and how general partners that make up venture capital partnership management firms differ from general partners that make up buyout partnership management firms in terms of type of human capital (measured by type of education and work experience).

Using a novel hand-collected data set with information on the educational and work histories of general partners of the 15 largest venture capital and buyout firms in the US, I find large differences between general partners that make up venture capital firms and general partners that make up buyout firms in terms of type of education. In particular, venture capital firms have a significantly greater fraction of general partners with a degree in engineering or science than buyout firms. Contrarily, buyout firms are made up of a larger fraction of general partners that possess general education in the form of a Bachelor Degree. Furthermore, this research finds large differences between general partners that make up venture capital firms and general partners that make up buyout firms in terms of type of work experience. Specifically, venture capital firms have a greater fraction of general partners with work experience in the IT sector, with start-up experience as entrepreneur or managing executive at a start-up firm, with work experience as industrial engineer or professional scientist, with experience as line manager at a public company and with experience as investment professional at another venture capital firm. Buyout firms have a substantially greater fraction of general partners with finance experience and with experience as investment professional at another buyout firm. 

The differences that I find between the types of human capital resources possessed by venture capital and buyout firms can possibly explain why venture capital firms do not change to a buyout investment strategy despite the higher revenue earned per partner. In particular, venture capital firms invest in new, relatively small firms which frequently operate in high-tech industries because of the idea that they can strictly add value to these companies, as they possess human capital types such as work experience in the IT sector, start-up experience, work experience as industrial engineer or professional scientist, venture capital experience and education in science or engineering. In contrast, buyout firms believe that they can add value to larger mature firms, as they possess human capital types such as finance experience, buyout experience and general education. 

 
This research makes a number of contributions. First, it contributes to the organizational economics literature on private equity. In particular, it provides a possible explanation for the differences that Metrick and Yasuda (2008) find between the organizational economics of venture capital and buyout funds. 
Second, this study contributes to the private equity literature by pointing out the important role that human capital possibly plays in private equity. Specifically, it sheds light on the role that human capital plays when private equity firms decide on which investment strategy to pursue (venture capital or buyout). This finding should motivate future research on the role of human capital in private equity. 

Third, despite the important role that general partners play in the private equity investment cycle very little is known about them (Zarutskie, 2008). This can be explained by the fact that databases with general partner background information are nonexistent. Consequently, little research has focused on this aspect of private equity. This research uses a novel hand-collected data set, and to my knowledge is the first research to report statistics on the education and employment histories of buyout general partners. Moreover, it is one of the very few studies to report statistics on the education and employment histories of venture capital general partners. Dimov and Shepherd (2005), Walske and Zacharakis (2009) and Zarutskie (2008) do report statistics on the education and employment histories of venture capital general partners, however the statistics reported in my research are more fine-grained. Understanding of the types of human capital possessed by venture capital and buyout general partners not only provides avenues for future research, it is also important for investors, policymakers and those with the desire to work in either venture capital or buyout. 

The rest of this research is structured as follows. Chapter 2 presents the hypotheses and discusses the literature motivating them. Chapter 3 describes the data, discusses sample selection and describes the measures used. Chapter 4 presents and discusses the results. Chapter 5 concludes, discusses the limitations of this research and suggests future directions for research. 
Chapter 2: Theory and Hypotheses TC "Chapter 2: Theory and Hypotheses" \f C \l "1"  
2.1. Private Equity TC "2.1. Private Equity" \f C \l "2"  
Private equity is considered to be a form of alternative investing, meaning that it contrasts traditional investing in bonds and stocks (Metrick, 2006). More specifically, private equity is a term that refers to any type of equity investment in an asset in which the equity is not freely tradable on a public stock market. Private equities are generally less liquid than publicly traded stocks and are thought of as a long-term investment (IFSL Research, 2008). The past two decades this asset class has grown enormously (Kaplan and Schoar, 2005; IFSL Research, 2008). Estimates show that a record $686bn of private equity was invested globally in 2007. Moreover, private equity fund raising also surpassed prior years in 2007 with $494bn being raised globally (Graph 1; IFSL Research, 2008).
Graph 1: Global private equity market in US$
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2.2. Types of Private Equity TC "2.2. Types of Private Equity" \f C \l "2" 
Private equity investing can be divided into four types: Venture capital, Mezzanine, Buyout and Distress investing (also named Special situations) (Metrick, 2006). Figure 1 exhibits the overlapping structure of the four categories and the intersection with another category of alternative investments, hedge funds. The largest rectangle in figure 1 contains all alternative investments, of which private equity and hedge funds are only two of the categories. Note that the circles and rectangles by no means match the size of the investing types, they rather serve to show overlap between the different categories.
Figure 1: Private equity investment strategies and Hedge funds
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2.2.1. Venture capital TC "2.2.1. Venture capital" \f C \l "3" 
Venture capital on the far left, represents primarily investments in young, unquoted companies that have capacity for rapid growth. Frequently, these investments are in high-technology companies (Metrick, 2006; Wright and Robbie, 1998). Illustrations of early investments made by venture capital are recent successes Google and YouTube. 

In 2007, global venture capital investments amounted $51.6bn (IFSL Research, 2008), representing 11 percent of the total amount invested in private equity globally. The United States is the world leader in venture capital accounting for approximately 60 percent of the global investments (IFSL Research, 2008).  

Venture capital investments have traditionally been concentrated in two sectors: information technology and healthcare (Metrick, 2006; Zarutskie, 2008). The former sector includes the communication, semiconductor, software and hardware industries, the latter sector includes life sciences, medical equipment and other healthcare services. Table 1 exhibits the percentages of dollar value invested in these two sectors in the US for the year 2007. In line with Metrick’s (2006) findings, one can conclude that information technology and healthcare remain to be the primary sectors in which venture capital is invested.
Table 1:US Venture Capital Investments in 2007
[image: image3.emf]Sector  % share 

Information Technology 53.2

Medical/ Health/ Life Science 31.4

Non-High Technology  15.4


Source: The 2008 NVCA Yearbook 
This concentration does not come as a surprise because venture capital is generally invested in small companies with the potential to grow large quickly. Hence, venture capital investors search for businesses with large addressable markets. To realize headway in such markets, a company needs a technological advantage of some kind-therefore the venture capital focus on the high-tech industries within the sectors information technology and healthcare (Metrick, 2006). 
2.2.2. Mezzanine TC "2.2.2. Mezzanine" \f C \l "3" 
Two distinct meanings of mezzanine have emerged (Metrick, 2006). In figure 1 venture capital intersects with mezzanine. This is because of the first meaning that mezzanine is a form of very late-stage venture capital, also referred to as growth capital. Some venture capital funds make mezzanine investments, but so do other financial intermediaries (e.g. hedge funds, non-venture capital firms). The investment is typically structured as subordinated debt combined with equity participation in the form of options to buy common stocks (Metrick, 2006). The alternative meaning of mezzanine is also an investment in the form of subordinated debt combined with equity participation. However,  not to serve as late-stage venture capital but to provide an extra layer of debt for leveraged buyouts (discussed next). For the reason that mezzanine investing is oftentimes combined with equity ownership mezzanine might overlap the pure equity investing done in buyouts. Nowadays, most private equity firms are doing this type of investing when pursuing a mezzanine investment strategy (Metrick, 2006). 
2.2.3. Buyout TC "2.2.3. Buyout" \f C \l "3" 
Buyout represents investments that, in contrast to venture capital, generally take majority control in the acquired company (Kaplan and Strömberg, 2008; Metrick, 2006; IFSL Research, 2008). In  a typical buyout a business is acquired using a relatively small portion of equity, usually between 20 and 40 percent of the purchase price, and a relatively large portion of outside debt financing borrowed from banks, public markets and mezzanine investors
(Axelson et al., 2008; Kaplan and Strömberg, 2008; Metrick, 2006). Hence, these investments are commonly referred to as leveraged buyouts (LBOs). Different from venture capital, buyout investments are usually in mature companies that operate in older cash rich industries (Kaplan and Strömberg, 2008; Metrick, 2006; Renneboog and Simons, 2005).
 Mega buyouts of public companies garner the largest headlines (e.g. Hilton Hotels, Chrysler). Buyouts of public companies, however, account for only a minority of all buyouts (Wright et al., 2007). More often buyouts emanate from vendor sources such as divisions of larger corporations, family owned firms and private equity owned firms (secondary buyouts) (Meuleman et al., 2008). 

In the beginning of the 21st century buyout funds were responsible for roughly twenty five percent of all M&A activity globally (Metrick, 2006). Buyout investing is the largest category of private equity, with global buyout investments amounting to $634.2bn in 2007, buyout was responsible for 89 percent of the total amount invested in private equity globally.
 This is largely due to the significantly larger average deal size compared to the other categories of private equity (IFSL Research, 2008). However, indicators show that buyout activity was down in the first half of 2008 compared to the first half of 2007 (IFSL Research, 2008). Contraction in the credit markets, due to the sub-prime crisis, caused a slowdown as it became difficult for buyout firms to obtain debt financing.
2.2.4. Distress investing TC "2.2.4. Distress investing" \f C \l "3" 
The last type of private equity is distress investing, also referred to as special situations. This category of private equity invests in troubled companies. Because distress investments are often buyouts, this type intersects with the category buyout (Metrick, 2006).
2.2.5. Private equity versus Hedge funds TC "2.2.5. Private equity versus Hedge funds" \f C \l "3"  
In figure 1 the four types of private equity intersect with another category of alternative investing, hedge funds. Hedge funds share the same organizational structure (see discussion below) as private equity.  Differently, they invest in any possible asset class (e.g. real estate, commodities, bonds, public equity and private equity). In case hedge funds invest in private equity they do so with a different intention. Specifically, private equity funds are generally long-term investors, while hedge funds are short-term traders. For instance private equity funds that engage in distress investing will, after gaining control, operate and restructure the distressed firm before reselling it. In contrast hedge funds invest in distressed companies with the intention to make a trading profit by quickly reselling the securities (Metrick, 2006).

Above I discussed the four types of private equity. Despite the fact that data on mezzanine and distress investing is not available, I argue that it seems reasonable to state that venture capital and buyout are the largest categories within private equity.
 Consequently, I identify venture capital and buyout as the two main types of private equity in line with Fenn et al., (1997), Kaplan and Schoar (2005) and  Metrick and Yasuda (2007).  For the remainder of this research I will focus on these two private equity investment strategies.
2.3. Structure of private equity market TC "2.3. Structure of private equity market" \f C \l "2" 
The organized private equity market consists of three main players: investors, intermediaries and issuers (Fenn et al., 1997). Figure 2 shows the interaction of these three players with each other.  

Figure 2: Organized private equity market 
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Source: Fenn et al (1997) and IFSL (2008)
2.3.1. Investors TC "2.3.1. Investors" \f C \l "3"  
The variety of groups that invest in private equity has increased significantly. Two decades ago it were mainly wealthy individuals that invested in early-stage private equity (IFSL Research, 2008).  Currently, institutional investors provide the lion’s share of capital followed by endowments, foundations, bank holding companies and high-net-worth individuals. Insurance companies, investment banks, nonfinancial corporations provide the rest. Recently a new category of investors, sovereign wealth funds, has emerged (Fenn et al., 1997; IFSL Research, 2008). Lastly, an additional player can be identified. Specifically, fund-of-funds serve as an intermediary between institutional investors and the specialized intermediaries.
2.3.2. Intermediaries TC "2.3.2. Intermediaries" \f C \l "3" 
Four-fifth of all private equity investments are managed by specialized intermediaries. Most institutional investors invest in private equity via these intermediaries because of the fact that selecting, structuring and managing private equity investments requires specific skills (Fenn et al., 1997). Almost all these intermediaries are organized as limited partnerships (Fenn et al., 1997; IFSL Research, 2008). Under the partnership arrangement, investors (previously discussed) who provide the fund’s capital are the limited partners whereas the professionals running the fund are the general partners. These general partners are usually associated with partnership management firms, e.g. for buyout KKR and for venture capital KPCB (Kaplan and Schoar, 2005). Some, less than 20 percent,  of the management companies are affiliations of financial institutions, for instance Goldman Sachs Principal Investment Area (Research, 2008). Funds managed by affiliated general partners are referred to as captive funds when they only invest for the parent or semi-captive if they invest for the parent and other institutional investors. 


Limited partnerships typically have a ten to twelve-year life (Kaplan and Schoar, 2005). During this period, limited partners (investors) forgo all control over partnership. Potential conflicts between limited partners and general partners are addressed through general partners’ concern to establish a favourable track record. Namely, general partners need a good track record to raise new funds in the future. Secondly, potential conflict is addressed by making a significant portion of general partners’ compensation depend on the partnership’s profit (Fenn et al., 1997).

Through monitoring and the provision of advice, general partners frequently take an active role in the companies in which they invest. Often they gain voting control, including seats on board of directors. Besides monitoring, general partners assist in matters ranging from corporate strategy to locating customers (Fenn et al., 1997). 

Intermediaries not organized as limited partnerships are Small Business Investment Companies (SBICs) and publicly traded investment companies. They, however, play a marginal role in private equity (Fenn et al., 1997).  In figure 2 one can see that institutional investors might also make direct investments, or co-invest along intermediaries, in private equity securities. This research will focus strictly on non-captive specialized intermediaries for reasons that will be explained later.
2.3.3. Issuers TC "2.3.3. Issuers" \f C \l "3" 
Issuers of venture capital are young companies, often developing innovative technologies with significant growth capacity. These companies may still be in their R&D stage or early stage of commercialization. Alternatively, later-stage companies, those that have several years of sales but are still growing quickly, may issue venture capital. Issuers of buyout financing are generally stable and profitable private and public companies (Kaplan and Strömberg, 2008; Metrick, 2006; Fenn et al., 1997).
2.4. Organizational Economics of Private Equity TC "2.4. Organizational Economics of Private Equity" \f C \l "2" 
This section discusses the organizational economics of private equity and sheds light on the differences between the economics of venture capital and buyout-the two main sectors of the private equity industry.

As discussed before both venture capital and buyout funds are typically organized as limited partnerships, in which the private equity firm serves as the general partner (GP) and the limited partners (LPs) consist of institutional investors and wealthy individuals providing the bulk of the capital.
 The GP has an agreed time period in which to invest the amount of capital provided by the LPs, usually five years. Moreover, the GP usually has ten to twelve years to return the provided capital to the LPs (Kaplan and Schoar, 2005). At the fund’s inception partnership agreements define the expected payments to GPs. Payments to GPs consist of a fixed component, an annual management fee, and a variable (performance based) component, carried interest. Traditionally management fees are assessed as a constant percentage of total committed capital by LPs. Carried interest represents a fixed share of the total profits earned by the partnership (Metrick and Yasuda, 2008).
 Buyout fund managers also generate revenue by charging transaction and monitoring fees, aside from management fees and carried interest (Phalippou, 2009). 


Private equity firms stay in business by launching subsequent funds every three to five years (Metrick and Yasuda, 2008). Kaplan and Schoar (2005) find strong performance persistence across subsequent funds of private equity firms. Gompers et al. (2006) conclude that a large fraction of success by top-tier venture capital firms can be attributed to skill. If the current fund performs well, and assuming that LPs expect performance to persist, and hence infer performance as skill rather than luck, one would expect the LPs’ demand curve for the subsequent fund to shift out.
 GPs may respond to this outward shift of the demand curve by either altering the terms of the new fund, so as to receive higher expected revenue for each dollar under management. Alternatively, they may enlarge the size of their new fund to mainly boost management fees, as these fees are calculated as a percentage of committed capital. Both responses allow GPs to capture the rents following from superior skill, as has been suggested for mutual funds by Berk and Green (2002). 

Gompers and Lerner (1999), focusing exclusively on venture capital funds, provide evidence for relatively homogeneous compensation terms. In their sample most funds used compensation schemes with 1.5-2.5 percent management fees annually and 20 percent carried interest. Similarly, the venture capital and buyout funds assessed by Metrick and Yasuda (2008) exhibit homogeneous lifetime fee and carry levels among each type of private equity. Overall, there seems to be little evidence that all returns to superior skill are appropriated by the GPs through higher fees and greater profit sharing in subsequent funds.

Alternatively, in response to the outward demand shift, GPs may increase the size of their subsequent fund. Kaplan and Schoar (2005) conclude that better performing private equity partnerships are more likely to raise larger funds. Metrick and Yasuda (2008) shed light on striking differences between venture capital and buyout funds. They show that buyout funds earn lower revenue per managed dollar than venture capital funds. Thus, on average, venture capital funds have fund terms in place that result in higher revenue per managed dollar. However, they find that buyout funds earn significantly higher revenue per partner and professional than venture capital funds. Hence, buyout funds manage to more than make up for the lower revenue earned per managed dollar, by raising larger funds.  
Furthermore, Metrick and Yasuda (2008) find the number of investments per general partner to be stable across the assessed buyout funds. The same is found across the scrutinized venture capital funds. Consequently, buyout GPs appropriate their superior return to skill by significantly increasing fund size and investing this capital in larger companies. In contrast, venture capital GPs are not able to appropriate their superior return to skill to the extent buyout GPs do. Namely, venture capital funds appear to have difficulties scaling up the size of each firm they invest in, a strategy that appears to be successfully executed by buyout firm.
 The best they can do to increase fund size is make more investments. This however requires more staff and does not increase the size of capital managed per partner, consequently failing to significantly increase revenue per partner. Overall, the buyout business is more scalable than venture capital. 


This raises questions such as why do partnership management firms decide to pursue a certain investment strategy (e.g. why is KKR active in the buyout business and why KPCB in venture capital)? Why can buyout firms scale up the size of each firm they invest in and venture capital not? Why venture capital GPs do not change to a buyout investment strategy considering the higher revenue per partner earned in this category of private equity? A combination of the resource-based view (RBV) and human capital theory can possibly provide an answer to these questions.
2.5. The resource-based view TC "2.5. The resource-based view" \f C \l "2"  
Various paradigms in strategic management approach the source of competitive advantage from different perspectives (Teece et al., 1997). In strategic management research one can distinguish between paradigms with an external and internal orientation (Smit and Trigeorgis, 2004). The more traditional external approaches usually take an industrial organization perspective and assume that firms competing in the same industries are homogeneous (Smit and Trigeorgis, 2004; Rumelt, 1991; Wright et al. 1994). Moreover, they state that the source of competitive advantage resides at industry level (e.g. Porter, 1980, 1985; Shapiro, 1989).

A different perspective is offered by the internal approach. It argues, different from the external view, that competitive advantage arises from within the firm (Smit and Trigeorgis, 2004). Its emphasis is on the connections between internal resources of the firm, strategy and performance (Wright et al., 1994). Penrose (1959) first described these ideas. Later this became known as the resource-based view (RBV) in articles by Wernerfelt (1984) and others (Barney, 1991, 2001; Conner, 1991; Mahoney and Pandian, 1992; Rumelt, 1984). 

The resource-based view assumes that resources are heterogeneously distributed among firms, hence that individual firms are distinctive and composed of unique bundles of resources (Barney, 1991). Resources are defined as all assets, capabilities, organizational processes, firm attributes, information and knowledge controlled by a firm that enable the company to envision and implement strategies that improve its efficiency and effectiveness (Barney, 1991). Moreover, according to Barney (1991) there are three types of resources: human, physical and organizational capital resources. Human capital resources consist of experience, judgement and intelligence of the people working in a firm. Physical capital resources include things such as the firm’s technology, plant, equipment and geographical location. Organizational capital resources encompass things such as the firm’s planning, structure, co-ordinating systems and informal relations within and outside the firm. The resource-based perspective states that based on these resources, firms attempt to develop and exploit distinct competencies. In the end, these competencies may yield sustainable competitive advantage and superior performance (Wright et al., 1994). 

According to the resource-based view, competitive advantage only occurs under condition of firm resource heterogeneity and immobility. Firm resource heterogeneity refers to, as stated above, the fact that resources should be different across firms. With firm resource immobility the resource-based view refers to the inability of competitors to obtain resources from resource markets. Furthermore, the resource-based view distinguishes between competitive advantage and sustained competitive advantage. Specifically, a sustained competitive advantage is only in place when other companies are unable to duplicate the benefits of a competitive advantage (Wright et al., 1994). Consequently, four criteria must hold for a resource in order for it to provide sustained competitive advantage: 1. the resource must add value, 2. the resource must be rare among competitors, 3. the resource must be imperfectly imitable and 4. the resource must be non-substitutable (Barney, 1991). 
2.6. Human capital as a firm resource TC "2.6. Human capital as a firm resource" \f C \l "2" 
As discussed previously, human capital is one of the three primary categories of resources (Barney, 1991). Hitt et al. (2001) argue that human capital is a critical resource. Given that financial intermediation is ultimately performed by people and the active role that GPs usually take in private equity, this research will focus on the potential of human capital resources for comprising a sustained competitive advantage (Bottazzi, 2004; Fenn et al., 1997; Manigart et al., 2007; Zarutskie, 2008). Further support for this decision is provided by empirical research which illustrates that human capital is associated with private equity performance, specifically venture capital performance (Dimov and Shepherd, 2005; Walske and Zacharakis, 2009; Zarutskie, 2008).  

Before focusing on the potential of human capital resources for comprising a sustained competitive advantage, I clarify my conception of human resources. For this research I define human capital resources, similar to Flamholtz and Lacey (1981), McKelvey (1983) and Wright et al. (1994), as the knowledge, skills and abilities (KSAs) embedded in the people that make up an organization. 

Using theoretical concepts of Wernerfelt (1984), Barney (1991), Wright et al. (1994) show that human capital resources can be a source of sustained competitive advantage, because they meet the criteria of being valuable, rare, inimitable and non-substitutable. Specifically, human capital can add value to organizations because people differ in their knowledge, skills and abilities (KSAs), and hence in their contribution to organizations. Human capital resources are rare because it is challenging to find people who can warrant high performance levels in an organization, due to heterogeneity in the labour market. Inimitability follows from the difficulty to duplicate people’s knowledge, skills and abilities, at least in the short term. High transaction costs that recruitment of people would involve, limits their mobility and the possibilities for acquisition. Lastly, human capital as a resource is non-substitutable because not every individual has the same capacity to adapt to different environments and people who are able to create value in one context might be unable to do so in another context (Wright et al., 1994; Wright et al., 1999). 
2.7. A resource-based view of the human capital and strategy link TC "2.7. A resource-based view of the human capital and strategy link" \f C \l "2" 
As discussed above, human capital resources can be a source of sustained competitive advantage (Wright et al., 1994). However, such a competitive advantage may not be due to a firm’s possession of better human capital resources, but rather to making better use of their human capital resources than other firms do (Penrose, 1959; Mahoney and Pandian, 1992). Tomer (1987) argues that firms may maximize the use of human capital resources by correctly assigning employees to positions in which they have high productivity. Likewise, the chance that a competitive advantage is attained is higher when a firm’s human capital resources are effectively matched with its strategy (Mahoney and Pandian, 1992; Wright et al., 2001). Gerstein and Reisman (1983), Gupta (1984), Hambrick and Mason (1984), Kerr (1982) and Olian and Rynes (1984) point out that different strategies require different management and executives to achieve effective performance. Examples of empirical studies that explore whether matching human capital resources and strategy yields higher performance are Gupta and Govindarajan (1984), Hitt et al. (2001), Wright et al. (1995). Gupta and Govindarajan (1984) find that certain manager characteristics are positively correlated with the effectiveness of firms with a build strategy. Hitt et al. (2001) and Wright et al. (1995) find that human capital resources interact with strategy in determining performance. Overall, it seems reasonable to assume that the effectiveness of a chosen strategy is a function of the specific knowledge, skills and abilities (KSAs) found in a firm’s human capital resources (Wright et al., 1995). 

The need to match human capital resources and strategy is recognized by the resource-based view, it namely states that the firm’s current resources affect perceptions and in turn strategic decisions (Wright et al., 1995). Wernerfelt (1989) states that the firm’s resources limit the markets it can enter and the profits to expect. Thus, the resource-based approach demonstrates that strategies cannot be implemented universally, but are contingent on having the human capital base required to implement them (Barney, 1991; Grant, 1991; Wright et al., 1994). In case the human capital base, needed to implement a strategy, is missing, either the strategic alternative can be eliminated or the necessary human capital resources may be acquired (Wright et al.. 1994).
2.8. A resource-based view of the human capital and strategy link in private equity TC "2.8. A resource-based view of the human capital and strategy link in private equity" \f C \l "2" 
According to the resource-based perspective firm’s current resources affect perceptions and in turn strategic decisions (Wright et al., 1995). Dimov et al. (2007) and Dimov and Shepherd (2005) provide explanation as to how human capital resources affect GPs’ perceptions and subsequently investment decisions. They state that investment decisions are likely to hinge on the perceived riskiness and the expected return of an investment. Perceptions about risk and return are, according to these authors, a function of the expertise held within a private equity firm (the knowledge, skills and abilities (KSAs) held by GPs). Specifically, an expertise-investment strategy combination that gives rise to high perceived risk (i.e. when the relevant expertise is missing to understand uncertainty (Van de Ven, 1986)) is likely to be perceived as a less attractive strategy and vice versa. Thus GPs perform activities they judge themselves capable of managing (Knockaert et al., 2006). This reasoning is in line with empirical studies showing that private equity firms who follow the strategy to invest internationally possess more international expertise in the form of international human capital resources (Manigart et al., 2007; De Prijcker et al., 2009).

Similarly, I expect human capital resources to affect GPs’ perceptions and in turn strategic decisions concerning which investment strategy to pursue (venture capital or buyout). This potentially explains, despite the higher revenue per partner, why venture capital firms do not pursue a buyout strategy. Specifically, venture capital firms might not implement a buyout strategy because of negative perceptions regarding risk and return, due to the missing required human capital base. As stated above, if the human capital base needed to implement a strategy is missing, either the strategic alternative can be eliminated or the necessary human capital resources may be acquired. In private equity, the latter might be inherently difficult due to the fact that high-quality GPs are scarce (Kaplan and Schoar, 2005; Zarutskie, 2008). Consequently, at least in the short term, private equity firms are expected to eliminate strategic alternatives that do not match their human resources and pursue the investment strategy that they perceive most in line with their human capital base.
2.9. Human capital theory and  background characteristics TC "2.9. Human capital theory and  background characteristics" \f C \l "2"  
Earlier, I clarified my conception of human resources. I defined human capital resources, similar to Flamholtz and Lacey (1981), McKelvey (1983) and Wright et al. (1994), as the knowledge, skills and abilities (KSAs) embedded in the people that make up an organization. However, knowledge, skills and abilities (KSAs) are not easy to measure. 

Human capital theory posits that education increases people’s skills, and in turn productivity, higher productivity is subsequently rewarded by means of higher earnings (Becker, 1964; Mincer, 1974). Similarly, human capital theory states that work experience is expected to contribute to people’s knowledge, skills and abilities (KSAs) and lead to higher productivity and  higher earnings (Becker, 1964). This research uses these two key demographic characteristics, that underlie the concept of human capital, to proxy for the knowledge, skills and abilities (KSAs), embedded in the people that make up private equity firms (Becker, 1964). This is similar to Pennings et al. (1998) who capture human capital by firm-level proxies of industry experience and graduate education in their study that examines the effect of human capital and social capital upon firm dissolution. Bottazzi et al. (2004) and Knockaert et al. (2005), who investigate whether venture capital investor’s human capital drives involvement, also measure human capital by means of work experience and education. Moreover, Manigart et al. (2007), who scrutinize the effect of human capital on the internationalization of venture capital, use work experience and education as proxies for human capital. Lastly, Dimov and Shepherd (2005), Walske and Zacharakis (2009) and Zarutskie (2008), who investigate whether human capital and venture capital performance are associated, also measure human capital by means of work experience and education.

The basic belief of human capital theory is that the larger the human capital, the better the performance at a specific task (Becker, 1964). Therefore, the lion’s share of research to date has focused on the quantitative nature of human capital. Accordingly, research has used measures such as years of experience (e.g. Bruderl et al., 1992; Evans and Leighton, 1989) or years of education (e.g. Bruderl et al., 1992; Cooper et al., 1994; Gimeno et al. 1997). However,  in case of understanding knowledge, skills and abilities (KSAs) as a key resource of the firm, it is essential to also take qualitative aspects of human capital into consideration. In private equity, a context where firms generally possess large quantities of human capital, differences in quality may matter more than differences in quantity (Dimov and Shepherd, 2005; Dimov et al. 2007; Vogus and Sutcliffe, 2003). By distinguishing between types of work experience and education, one has the opportunity  to better understand which aspects of human capital are associated with strategy. Recent studies have also taken the qualitative aspects of human capital into consideration (e.g. Bottazzi et al., 2004; Knockaert et al., 2005; Manigart et al.,2007; Dimov and Shepherd, 2005; Walske and Zacharakis, 2009; Zarutskie, 2008). 
2.10. General hypotheses TC "2.10. General hypotheses" \f C \l "2"  

Why do venture capital GPs not change to a buyout investment strategy, considering the higher revenue per partner earned in this category of private equity? An answer possibly follows from the resource-based view. According to the resource-based perspective the company’s current resources affect perceptions and in turn strategic decisions (Wright et al., 1995). I argue that human capital is a critical resource in private equity because GPs play an important role in the private equity investment cycle. They typically select and monitor investments and moreover provide value added-services (Bottazzi, 2004; Fenn et al., 1997; Manigart et al., 2007; Zarutskie, 2008). Consequently, I expect, in particular, human capital resources to affect GPs’ perceptions and in turn strategic decisions concerning which investment strategy to pursue (venture capital or buyout). This potentially explains why despite the higher revenue earned per partner in buyout, venture capital firms do not pursue a buyout strategy. Specifically, venture capital firms might not implement a buyout strategy because of negative perceptions regarding risk and return, due to the missing requisite human capital resources (Dimov and Shepherd, 2005; Dimov et al. 2007). In other words, venture capital firms invest in new and relatively small firms (with valuations not exceeding $50 million) because of the idea that they can only add value to these companies, given the specific knowledge, skills and abilities (KSAs) that they perceive to possess (Metrick and Yasuda, 2008; Wright and  Robbie, 1998). Contrarily, buyout firms believe that they can add value to mature and significantly larger firms because of the specific human capital resources they perceive to possess (Metrick and Yasuda, 2008). Consequently, I expect venture capital and buyout firms to differ significantly in terms of their human capital resources. 
As stated before, this research uses the two key demographic characteristics that underlie the concept of human capital, education and work experience, to proxy for the human capital resources possessed by private equity management partnerships.

Based on the motivation outlined above, I offer the following two hypotheses:

Hypothesis 1: GPs that make up venture capital partnership management firms, will differ from GPs that make up buyout partnership management firms, in terms of the type of education.
Hypothesis 2: GPs that make up venture capital partnership management firms, will differ from GPs that make up buyout partnership management firms, in terms of the type of work experience.
The above hypotheses are rather broad. This is a result of the fact that there is little theoretical and empirical work upon which to hypothesize more finer grained propositions. However, the section below will attempt to do so. Specifically, it will offer the reader explorative hypotheses on the expected differences between venture capital and buyout partnerships’ human capital resources. 
2.11. Exploratory hypotheses TC "2.11. Exploratory hypotheses" \f C \l "2"  

Earlier in this research it was stated that, different from buyout investments, venture capital investments have traditionally been concentrated in two sectors: information technology and healthcare (IFSL Research, 2008; Metrick, 2006; Zarutskie, 2008). Where the former includes the communication, semiconductor, software and hardware industries, and the latter includes life sciences, medical equipment and other healthcare services. Having an understanding of the underlying products and technologies is important in these high-tech industries (Zarutskie, 2008). 
More GPs with education in science and engineering may help venture capital firms to better understand the underlying product and technology, and consequently give venture capital firms the idea that they possess the requisite expertise to add value to their portfolio companies (Bottazzi, 2004; Dimov and Shepherd, 2005; Zarutskie, 2008). 

Similarly, having more GPs with work experience as scientist or industrial engineers might give venture capital firms the idea that they can better gauge the potential of a portfolio company’s invention (Walske and Zacharakis, 2009; Zarutskie, 2008). This in turn might have a positive effect on the perceived ability to select and monitor portfolio companies. 

Education and experience in science and engineering is not expected to be as relevant in the buyout context. The reason being that buyout firms typically invest in larger mature companies with proven products and technologies in place (Kaplan and Strömberg, 2008; Metrick, 2006; Renneboog and Simons, 2005). Consequently, I offer the following hypotheses: 

Hypothesis 3: Venture capital partnership management firms will have a greater fraction of GPs with an educational degree in science or engineering than buyout partnership management firms.
Hypothesis 4: Venture capital partnership management firms will have a greater fraction of GPs with work experience as scientist or industrial engineer than buyout partnership management firms.
Having more GPs with experience in finance might boost the ability of private equity firms to assess the future payoffs of potential investments and the risks associated with those payoffs. Moreover, it improves the GPs comprehension of the requirements for turning investments into a success. Partnership management firms with more GPs possessing finance experience are also expected to recognize those contexts in which assessment of risk and payoff are difficult or impossible (Dimov et al. 2007). We saw that buyout firms typically invest in larger mature companies with proven products and technologies in place where  (Kaplan and Strömberg, 2008; Metrick, 2006; Renneboog and Simons, 2005). Thus, the companies in which buyout firms typically invest have better defined product-market characteristics, which allows for a better estimation of the potential portfolio company’s future payoff and the risk to be managed better (Dimov et al. 2007). Contrarily, such an estimation might be inherently difficult in venture capital, where product and market characteristics are not well-defined. Accordingly, private equity firms made up of a significant number of GPs with finance experience are expected to prefer a buyout investment strategy. I therefore offer the following hypothesis:

Hypothesis 5: Buyout partnership management firms will have a greater fraction of GPs with finance experience than venture capital partnership management firms.

Venture capital firms invest in young companies (Metrick, 2006; Wright and Robbie,1998). More GPs with experience as entrepreneur or as managing executive at a start-up, may aid venture capital firms when selecting and assisting portfolio companies (Dimov and Shepherd, 2005; Walske and Zacharakis, 2009; Zarutskie, 2008). It may help to better understand the challenges faced by portfolio companies and the required needs when assisting portfolio companies. Subsequently, more GPs with experience as an entrepreneur or managing executive at a start-up give venture capital firms the idea that they possess the requisite expertise to add value to their portfolio companies. 

Such an experience is not expected to be as relevant in the buyout context. The reason being that buyout firms typically invest in larger mature companies facing different challenges (Kaplan and Strömberg, 2008; Metrick, 2006; Renneboog and Simons, 2005). Consequently, I offer the following hypothesis: 

Hypothesis 6: Venture capital partnership management firms will have a greater fraction of GPs with work experience as entrepreneur or as managing executive at a start-up than buyout partnership management firms. 
Buyout firms invest in mature companies (Kaplan and Strömberg, 2008; Metrick, 2006; Renneboog and Simons, 2005). More GPs with experience as managing executive at a mature company may aid buyout firms when selecting, monitoring and assisting portfolio companies. 
Specifically, former senior management experience might enable GPs to better monitor portfolio companies by leveraging their operational expertise and provides GPs with an extensive network that can be used to recruit talent. Consequently, more GPs with experience as managing executive at a mature company, give buyout firms the idea that they possess the requisite expertise to add value to their portfolio companies. 

Senior management experience at mature companies is not expected to be as relevant in the venture capital context, because venture capital firms typically invest in relatively small and young companies (Metrick, 2006; Wright and Robbie,1998). Therefore, I offer the following hypothesis:

Hypothesis 7: Buyout partnership management firms will have a greater fraction of GPs with experience as managing executive at a public company than venture capital partnership management firms. 
Chapter 3: Research method TC "Chapter 3: Research method" \f C \l "1"  
3.1. Data TC "3.1. Data" \f C \l "2" 
This research uses a novel hand-collected data set containing the educational and work histories of the GPs that make up venture capital and buyout firms. I use this data set to measure the human capital present in venture capital and buyout firms, allowing me to test the hypotheses posited in chapter 2. 
3.2. Sample Selection TC "3.2. Sample Selection" \f C \l "2" 
My sample of venture capital and buyout firms from which I gather biographical GP information is restricted along the following dimensions: First, I include only firms that are based in the United States. I do so because, as stated before, venture capital and buyout markets in the US have traditionally been less closely linked than venture capital and buyout markets in for instance the UK (Renneboog and Simons, 2005). Therefore, a comparison between the two primary forms of private equity is more clear-cut in the US. Furthermore, venture capital and buyout are most developed in the US (Metrick, 2006). Consequently, the human capital resources of private equity firms in the US are expected to be better aligned with the pursued investment strategy. Second, I limit my sample to independent venture capital and buyout firms since subsidiaries of banks, corporations or governments are likely to have investment strategies imposed on its team by the parent, instead of deciding on the investment strategy themselves (Dimov et al., 2007). This possibly leads to suboptimal expertise-strategy alignment. Furthermore, it might be inherently difficult to measure the human capital resources of affiliated private equity firms, due to the human capital resources of the parent that they might leverage (Zarutskie, 2008). Third, this sample excludes firms that invest in other private equity funds (fund-of-funds) and only focuses on specialized intermediaries making direct investments, as fund-of-funds might require different human capital resources. Fourth, I include only those buyout firms or groups of private equity firms that pursue a pure buyout investment strategy in line with the definition provided in chapter 2. Similarly, this sample includes only those venture capital firms that pursue a pure venture capital investment as defined in chapter 2. I do so to allow a proper comparison between the human capital base of venture capital and buyout firms. Last, this sample excludes the private equity firms for which biographical information on the GPs is missing. 
The five restrictions described above are applied to the 500 largest private equity firms in the world, in terms of capital under management, as reported by Galante’s Venture Capital & Private Equity Directory 2008 (Asset Alternatives, 2008). From the remaining private equity firms I select the fifteen largest venture capital firms and the fifteen largest buyout firms. The reason for selecting the largest firms is that these firms tend to provide more comprehensive biographical information. Moreover, larger venture capital and buyout firms are generally made up of more GPs, resulting in a richer sample. Lastly, better performing private equity partnerships are more likely to raise larger funds (Kaplan and Schoar, 2005).
 Consequently,  capital under management can be seen as function of past performance. Better past performance possibly follows from better expertise-strategy alignment. Hence, venture capital and buyout firms with more capital under management are expected to have their human capital resources better aligned with the investment strategy that they pursue. Table 2 and 3 exhibit the fifteen venture capital firms and fifteen buyout firms that make up the final sample.
Table 2: Venture capital sample

[image: image5.emf]Firm Location Capital 

($ millions)

1 New Enterprise Associates Baltimore, USA 8,500.00

2 Menlo Ventures Menlo Park, USA  4,000.00

3 VantagePoint Venture Partners San Bruno, USA 4,000.00

4 U.S. Venture Partners  Menlo Park, USA  3,200.00

5 Accel Partners Palo Alto, USA 3,000.00

6 Austin Ventures Austin, USA 3,000.00

7 Highland Capital Partners Lexington, USA 2,964.00

8 Greylock Partners Waltham, USA 2,770.00

9 Union Square Partners New York, USA 2,750.00

10 Mayfield Fund Menlo Park, USA  2,700.00

11 Crosspoint Venture Partners Woodside, USA 2,580.00

12 Matrix Partners Waltham, USA 2,500.00

13 Morgenthaler Cleveland, USA 2,500.00

14 Benchmark Capital Menlo Park, USA  2,400.00

15 Redpoint Ventures Menlo Park, USA  2,200.00


Source: Galante's Venture Capital and Private Equity Directory 2008
Table 3: Buyout sample

[image: image6.emf]Firm Location Capital 

($ millions)

1 Carlyle Group  District of Columbia, USA 46,000.00

2 Blackstone Group New York, USA 41,700.00

3 Kohlberg Kravis Roberts & Co.  New York, USA 38,100.00

4 Bain Capital  Boston, USA 37,000.00

5 Hellman & Friedman  San Francisco, USA 16,900,00

6 Madison Dearborn Partners Chicago, USA 10,500.00

7 CCMP Capital Advisors  New York, USA 10,000.00

8 Leonard Green & Partners Los Angeles, USA 9,000.00

9 Thomas H. Lee Partners Boston, USA 9,000.00

10 Berkshire Partners Boston, USA 7,600.00

11 Court Square Capital Partners New York, USA 5,700.00

12 J.H. Whitney & Co.  New Canaan, USA 5,000.00

13 Kelso & Co.  New York, USA 4,900.00

14 Clayton Dubilier & Rice New York, USA 4,550.00

15 MidOcean Partners New York, USA 3,750.00


Source: Galante's Venture Capital and Private Equity Directory 2008
3.3. GP Biographical Information TC "3.3. GP Biographical Information" \f C \l "2" 
From the websites of the above reported firms I gather data on their human capital. Specifically, the websites of these firms typically contain sections named “who we are” or “investment team”, which detail the biographies of team members. First, for each firm I identify the people holding the title general partner or in absence, often the case with buyout firms, the highest ranking title in the firm hierarchy. The alternative titles used are managing director, director, managing partner, partner, member and principal. I do not include titles to be confused with the general partner title such as “venture partner” or “special partner”. These titles namely refers to people connected to the fund but that do not act as fund managers. Such people may be asked to serve as a CEO for a portfolio company, provide advice to GPs or add advertising value to the firm (Zarutskie, 2008). The reason that this research only targets general partners or the highest ranking title in the firm hierarchy is that these individuals hold significant decision-making ability in the firm. Specifically, they are the ones deciding which investment strategy to pursue. Moreover, I exclude those holding the title general partner or the highest ranking title in the firm hierarchy if they are not active investors (e.g. Partner of Human Resources, Chief Financial Officer and General Counsel). I do so because the human capital resources of non-investing GPs are unlikely to play a role when a private equity firm decides which investment strategy to pursue as their human capital is not directly used to identify, foster and exit investments. 
Second, I collect information from biographies listed on the websites of the venture capital and buyout firms described above. I also use internet searches and a biographical search engine called ZoomInfo to complement and crosscheck the website information. I am able to collect biographical information for 125 venture capital GPs and 179 buyout GPs. Typically, the biographical sketch provided contains information on the formal education of the GP and information on the industries and positions in which the GP worked prior to joining the respective venture capital or buyout firm. Consequently, I start out collecting information on the degrees they attained, the field of study, the universities they attended, the companies they worked for, the industries in which they worked and the positions they held. First I do so without formal coding. I namely want to avoid losing valuable biographical information because of the explorative nature of this study. Second, I code the types of experience and education found in my data. The types of education and experience for which I code are outlined and defined below. 
3.4. Educational measures TC "3.4. Educational measures" \f C \l "2" 
I coded each venture capital and buyout GP for whether he or she had obtained any of the following education degrees: 1. Bachelor Degree, 2. Bachelor Degree in Engineering, 3. Bachelor Degree in Science, 4. Bachelor Degree in Finance, 5. Bachelor Degree in Economics or Business, 6. Bachelor Degree in Accounting, 7. Bachelor Degree in Other,  8. Bachelor Degree in General, 9. Bachelor Degree from an Ivy league, 10. Bachelor Degree from Harvard, 11. Bachelor Degree from Stanford, 12. Bachelor Degree from MIT, 13. Master Degree, 14. Master Degree in Engineering, 15. Master Degree in Science, 16. Master Degree in Economics, 17. Master Degree in Other, 18. Master Degree from an Ivy league, 19. Master Degree from Harvard, 20. Master Degree from Stanford, 21. Master Degree from MIT, 22. MBA, 23. MBA from an Ivy league, 24. MBA from Harvard, 25. MBA from Stanford, 26. Juris Doctor (JD), 27. Juris Doctor (JD) from an Ivy league, 28. MD (Doctor of Medicine), 29. PhD, 30. PhD in Engineering, 31. PhD in Science, 32. Degree in Engineering or Science, 33. Certified Public Accountant (CPA) and 34. Certified Financial Analyst (CFA). 

All degrees in Science: Bachelor Degree in Science, Master Degree in Science and PhD in Science, reflect degrees in mathematics, natural sciences and computer sciences. A Bachelor Degree in General reflects undergraduate degrees without a defined specialization. Degrees from an Ivy league: Bachelor Degree from an Ivy league, Master Degree from an Ivy league, MBA from an Ivy league and Juris Doctor (JD) from an Ivy league, represent degrees from Brown University, Columbia University, Cornell University, Dartmouth College, Harvard University, Princeton University, University of Pennsylvania and Yale University. Note that I code degrees from Harvard also separately as degrees from this university are well represented in my data set. For similar reasons I code degrees from two non-Ivy league universities separately- Stanford University and MIT. The variable Master Degree refers to all academic master degrees, it excludes MBA degrees, a more practical variant, which is coded separately. The variable Degree in Engineering or Science reflects all Bachelor, Master and PhD degrees in Science and Engineering
. Frequently, the biographical sketch of GPs state honorary degrees, as such degrees provide little information on the knowledge, skills and abilities (KSAs) that GPs possess I do not code these degrees. 
3.5. Work experience measures TC "3.5. Work experience measures" \f C \l "2"  
In this research I code each GP for whether he or she had work experience in the following positions and industries: 35. Experience as Engineer, 36. Experience as Scientist, 37. Experience as Engineer or Scientist, 38. Experience as Entrepreneur, 39. Experience as Executive at Start-up, 40. Experience as Entrepreneur or Executive at Start-up, 41. Experience as Executive at Portfolio Company, 42. Experience as Executive at Corporate, 43. Operational Experience at Corporate, 44. Experience as Executive at Government, 45. Experience as Consultant, 46. Experience as Lawyer, 47. Experience as Accountant, 48. Experience as Investment banker, 49. Experience as Technology banker, 50. Experience as Healthcare banker, 51. Experience as Merchant banker, 52. Experience as Fund manager, 53. Experience in Finance, 54. Operational Experience in IT, 55. Operational Experience in Healthcare, 56. Operational Experience in IT or Healthcare, 57. Experience in Buyout, 58. Experience in Venture capital. 

GPs that held technical positions as industrial engineer, including those holding experience as Chief Technical Officer (CTO), are coded as having Experience as Engineer. Experience as Scientist reflects GPs holding experience as professional scientist conducting basic and applied research. The variable Experience as Engineer or Scientist represents GPs holding experience as Engineer or Scientist. Experience as Entrepreneur is only coded if an individual had previously founded a for-profit firm.
 Experience as Executive at Start-up reflects whether a GP holds experience as managing executive at a start-up. GPs are not coded as having Experience as Executive at Start-up if they are the founder of a company. The variable Experience as Entrepreneur or Executive at Start-up represents GPs with experience as either entrepreneur or managing executive at a start-up firm. Experience as Executive at Portfolio Company reflects those GP that worked previously as managing executive at a portfolio company of the respective venture capital or buyout firm. A GP is coded as having Experience as Executive at Corporate if it held the position of CEO, CFO, COO or Senior VP at a publicly listed firm. Operational Experience at Corporate reflects those GPs holding experience as line manager at a publicly listed firm. I code GPs holding experience as managing executive at the government as having Experience as Executive at Government. The variable Experience as Consultant reflects GPs that hold experience working as management or strategy consultant. I code GPs that previously practised law as having Experience as Lawyer. Similarly, I code GPs with experience working as accountant for a accounting firm as having Experience as Accountant. Experience as Investment banker reflects those GPs holding experience working in investment banking departments of investment banks and GPs holding experience working in the M&A department of a publicly listed firm. GPs that worked previously in the technology team of an investment bank are also coded as having Experience as Technology banker. In similar fashion GPs that worked previously in the healthcare team of an investment bank are also coded as having Experience as Healthcare banker. Experience as Merchant banker reflects GPs that were previously involved in the private equity activities of a bank. Experience as Fund manager reflects GPs that were previously active as fund managers of funds investing in public markets. The variable Experience in Finance represents GPs with experience as investment banker, merchant banker or fund manager. Operational Experience in IT reflects those GPs with experience working in the information technology sector, including the following industries: communication, semiconductor, software and hardware. Similarly, Operational Experience in Healthcare represents those GPs with experience working in the healthcare sector, including the following industries: life sciences, medical equipment and other healthcare services. I code GPs holding experience working in IT or Healthcare as having Operational Experience in IT or Healthcare. Furthermore, Experience in Buyout reflects GPs that worked previously as investment professional at another independent buyout firm. Lastly, Experience in Venture capital represents GPs that worked for another independent venture capital firm as investment professional before joining its current firm. 
Chapter 4: Results TC "Chapter 4: Results" \f C \l "1" 
First, this chapter reports the educational backgrounds and work experience that venture capital GPs possess. Second, it provides information on the educational backgrounds and work experience of buyout GPs. Third, it compares venture capital GPs and buyout GPs in terms of these two human capital proxies, herewith empirically testing the hypotheses posited in chapter 2.
4.1. Statistics venture capital TC "4.1. Statistics venture capital" \f C \l "2" 
Table 4 summarizes the human capital measures based on hand-collected data for 125 individual venture capital GPs from 15 different venture capital firms. The first column of Table 4 reports the average statistics across all 125 venture capital GPs. Each of the human capital measures in the first column of Table 4 are dummy variables which equal one if a GP possesses a specific characteristic. The second column of Table 4 exhibits average statistics by venture capital firm. Each of the measures beginning with “Fraction” measures the fraction of venture capital GPs in a given firm who hold a particular human capital characteristic.  

Turning to the individual venture capital GPs’ formal education in the first column of Table 4, one can see that all venture capital GPs in my sample hold a Bachelor degree. A large portion, 44 percent, of individual GPs hold a Bachelor degree in engineering. Other Bachelor degrees well represented among individual venture capital GPs in my sample are undergraduate degrees without a major, 20 percent, in science, 19 percent, and in economics or business, 16 percent. 27 percent of the Bachelor degrees were obtained from an Ivy league university and approximately half of those GPs that obtained a undergraduate degree from an Ivy league university hold a Bachelor degree from Harvard. Two other universities moderately well represented in my sample are MIT and Stanford, with respectively 10 percent of individual venture capital GPs holding a Bachelor degree from MIT and 8 percent  holding a Bachelor degree from Stanford. A significantly smaller group of individual GPs holds an academic Master degree. Specifically, 27 percent of individual GPs obtained an academic Master degree. 18 percent of individual venture capital GPs hold a Master degree in engineering, representing the largest group. Moreover, 7 percent of the venture capitalists hold a Master degree in science. Well represented in my sample are Stanford and MIT as institutions from which venture capital GPs obtained their academic Master degrees. A substantial number of individual venture capital GPs, 62 percent, hold an MBA. 30 percent of the GPs obtained their MBA from Harvard and 21 percent of the GPs obtained their MBA from Stanford. The group of individual GPs holding a Juris Doctor (JD), 5 percent, or MD (Doctor of Medicine), 2 percent, is rather small. 10 percent of individual venture capital GPs hold a PhD. This group consists mainly of individual GPs that hold PhDs in science, 6 percent, or engineering, 3 percent. 60 percent of all individual venture GPs hold a Bachelor, Master or PhD degree in Science or Engineering. Very few venture capital GPs in my sample hold the professional qualifications Certified Public Accountant (CPA) and Certified Financial Analyst (CFA), respectively 2 percent and 1 percent. Focusing on the individual venture capital GPs’ work experience in the first column of Table 4, one can see that 31 percent of all venture capital GPs in my sample have experience working as engineer. 5 percent of all individual venture capital GPs previously worked as professional scientist. Of all GPs in my sample 35 percent has experience working as scientist or engineer. In the sample used in this research 37 percent of all venture capital GPs have experience as entrepreneur and 32 percent as managing executive at a start-up firm. 56 percent of individual GPs have start-up experience either as entrepreneur or as managing executive at a start-up company. 2 percent of the venture capital GPs worked previously as managing executive at a portfolio company of the venture capital firm at which they currently are general partner. Of all individual venture capitalists 14 percent has experience working as managing executive for a publicly listed firm and 38 percent has experience working for a public firm as line manager. 2 percent worked previously as managing executive at the government. 23 percent of all venture capital GPs worked as strategy consultant before. Furthermore, in my sample 3 percent of individual venture capital GPs worked as a lawyer before and 2 percent worked as an accountant before. 13 percent of all venture capitalists possess investment banking experience. This 13 percent is made up of 6 percent holding experience as general investment banker, 5 percent holding experience as tech banker and 2 percent holding experience as healthcare banker. Of all venture capital GPs 2 percent previously worked as merchant banker and 1 percent as fund manager of a fund investing in public equity. 14 percent of all venture capital GPs have finance experience as investment banker, merchant or fund manager. A significant group of all individual venture capital GPs, 74 percent, have experience working in the IT sector and 7 percent has experience working in the healthcare sector. 78 percent of all venture capitalists in my sample worked previously in the IT or healthcare sector. None of the venture capital GPs worked previously as investment professional at an independent buyout firm. 32 percent worked for another independent venture capital firm as investment professional before joining its current firm. 

Overall, one can see that most of the educational human capital of individual venture capital GPs comes in the form of having obtained an MBA and studied science and/or engineering. Frequently these degrees were attained from high reputation Ivy league universities, Stanford or MIT. These findings are in line with Zarutskie (2008). Furthermore, we can see that most of the work experience of individual venture capital GPs comes in the form of having worked in the IT sector, having start-up experience as either entrepreneur or managing executive at a start-up firm, holding experience as line manager at a listed firm, having worked as industrial engineer, having worked for another independent venture capital firm as investment professional and holding experience working as strategy consultant. 

If we look at the second column of Table 4 and focus on the firm-level averages across venture capital firms, we see that the fractions of GP teams that possess a particular characteristic roughly line up with the fractions of individual venture GPs with a particular characteristic. This means that venture capital GPs with a certain characteristic do not disproportionally team up together in larger or smaller firms. The average venture capital GP team size is 8.33 in my sample, pointing out that these firms are generally lean organizations.   
Table 4: Venture Capitalist Human Capital Measures – Summary Statistics
Variables in the first column are dummy variables equal to one if a venture capital GP possesses a particular characteristic. Variables beginning with “Fraction” in the second column  measure the fraction of venture capital GPs making up a venture capital firm who possess a particular characteristic. The means are reported. 
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Individual educational history variables Firm GP team educational history variables 

BachelorDegree 1.00 FractionBachelorDegree 1.00

BachelorDegreeEngineering 0.44 FractionBachelorDegreeEngineering 0.43

BachelorDegreeScience 0.19 FractionBachelorDegreeScience 0.17

BachelorDegreeFinance 0.02 FractionBachelorDegreeFinance 0.01

BachelorDegreeEconomicsBusiness 0.16 FractionBachelorDegreeEconomicsBusiness 0.17

BachelorDegreeAccounting 0.02 FractionBachelorDegreeAccounting 0.01

BachelorDegreeOther 0.06 FractionBachelorDegreeOther 0.07

BachelorDegreeGeneral 0.20 FractionBachelorDegreeGeneral 0.20

BachelorDegreeIvyleague 0.27 FractionBachelorDegreeIvyleague 0.25

BachelorDegreeHarvard 0.13 FractionBachelorDegreeHarvard 0.13

BachelorDegreeStanford 0.08 FractionBachelorDegreeStanford 0.07

BachelorDegreeMIT 0.10 FractionBachelorDegreeMIT 0.10

MasterDegree 0.27 FractionMasterDegree 0.25

MasterDegreeEngineering 0.18 FractionMasterDegreeEngineering 0.17

MasterDegreeScience 0.07 FractionMasterDegreeScience 0.07

MasterDegreeEconomics 0.00 FractionMasterDegreeEconomics 0.00

MasterDegreeOther 0.03 FractionMasterDegreeOther 0.03

MasterDegreeIvyleague 0.06 FractionMasterDegreeIvyleague 0.05

MasterDegreeHarvard 0.02 FractionMasterDegreeHarvard 0.02

MasterDegreeStanford 0.06 FractionMasterDegreeStanford 0.06

MasterDegreeMIT 0.05 FractionMasterDegreeMIT 0.04

MBA 0.62 FractionMBA 0.58

MBAIvyleague 0.34 FractionMBAIvyleague 0.34

MBAHarvard 0.30 FractionMBAHarvard 0.28

MBAStanford 0.21 FractionMBAStanford 0.19

JD 0.05 FractionJD 0.05

JDIvyleague 0.00 FractionJDIvyleague 0.00

MD 0.02 FractionMD 0.02

Phd 0.10 FractionPhd 0.11

PhdEngineering 0.03 FractionPhdEngineering 0.03

PhdScience 0.06 FractionPhdScience 0.07

DegreeEngineeringScience 0.60 FractionDegreeEngineeringScience 0.58

CPA 0.02 FractionCPA 0.02

CFA 0.01 FractionCFA 0.01

Individual work history variables  Firm GP team work history variables 

ExperienceEngineer 0.31 FractionExperienceEngineer 0.31

ExperienceScientist 0.05 FractionExperienceScientist 0.05

ExperienceEngineerScientist 0.35 FractionExperienceEngineerScientist 0.35

ExperienceEntrepreneur 0.37 FractionExperienceEntrepreneur 0.41

ExperienceExecutiveStartup 0.32 FractionExperienceExecutiveStartup 0.32

ExperienceEntrepreneurExecutiveStartup 0.56 FractionExperienceEntrepreneurExecutiveStartup 0.58

ExperienceExecutivePortfolioCompany 0.02 FractionExperienceExecutivePortfolioCompany 0.02

ExperienceExecutiveCorporate 0.14 FractionExperienceExecutiveCorporate 0.14

OperationalExperienceCorporate 0.38 FractionOperationalExperienceCorporate 0.37

ExperienceExecutiveGovernment 0.02 FractionExperienceExecutiveGovernment 0.01

ExperienceConsultant 0.23 FractionExperienceConsultant 0.22

ExperienceLawyer 0.03 FractionExperienceLawyer 0.04

ExperienceAccountant 0.02 FractionExperienceAccountant 0.02

ExperienceInvestmentBanker 0.13 FractionExperienceInvestmentBanker 0.10

ExperienceTechBanker 0.05 FractionExperienceTechBanker 0.04

ExperienceHealthcareBanker 0.02 FractionExperienceHealthcareBanker 0.01

ExperienceMerchantBanker 0.02 FractionExperienceMerchantBanker 0.02

ExperienceFundManager 0.01 FractionExperienceFundManager 0.01

ExperienceFinance 0.14 FractionExperienceFinance 0.11

OperationalExperienceIT 0.74 FractionOperationalExperienceIT 0.74

OperationalExperienceHealthcare 0.07 FractionOperationalExperienceHealthcare 0.05

OperationalExperienceITHealthcare 0.78 FractionOperationalExperienceITHealthcare 0.79

ExperienceBuyout 0.00 FractionExperienceBuyout 0.00

ExperienceVentureCapital 0.32 FractionExperienceVentureCapital 0.30

Number of venture capital GPs 125 Number of venture capital firms 15


4.2. Statistics buyout TC "4.2. Statistics buyout" \f C \l "2" 
Table 5 summarize the human capital measures based on hand-collected data for 179 individual buyout GPs from 15 different buyout firms. The first column of Table 5 reports the average statistics across all 179 buyout GPs. Each of the human capital measures in the first column of Table 5 are dummy variables which equal one if a GP possesses a specific characteristic. The second column of Table 5 exhibits average statistics by buyout firm. Each of the measures beginning with “Fraction” measures the fraction of buyout GPs in a given firm who hold a particular human capital characteristic.  

Turning to the individual buyout GPs’ formal education in the first column of Table 5, one can see that almost all buyout GPs in my sample hold a Bachelor degree. A large portion, 59 percent, of individual buyout GPs hold a Bachelor degree without specialization. Another Bachelor degree well represented among individual buyout GPs in my sample is a Bachelor degree in economics or business, 22 percent of buyout GPs obtained this degree. 33 percent of the Bachelor degrees were obtained from an Ivy league university and approximately one fourth of those GPs that obtained a undergraduate degree from an Ivy league university hold a Bachelor degree from Harvard. Only 7 percent of individual buyout GPs holds an academic Master degree. A large number of individual buyout GPs, 73 percent, hold an MBA. 56 percent of GPs obtained their MBA from an Ivy league university. This fraction is largely made up of individual buyout GPs that obtained their MBA from Harvard. Specifically, 44 percent of the buyout GPs hold an MBA from Harvard. 7 percent holds an MBA from Stanford. Furthermore, 9 percent of the individual buyout GPs hold a JD. Two third of the buyout GPs that obtained a JD did so from an Ivy league university. None of the buyout GPs holds a MD or PhD and only 8 percent holds a Bachelor, Master or PhD degree in Science or Engineering. In my sample 5 percent of the buyout GPs are Certified Public Accountants and 1 percent are Certified Financial Analysts.

 Focusing on the individual buyout GPs’ work experience in the first column of Table 5, one can see that only 1 percent of all buyout GPs in my sample have experience working as an engineer and that none of the buyout GPs has experience working as professional scientist. 2 percent of all individual buyout GPs previously worked as entrepreneur and none of the buyout GPs possess experience as managing executive at a start-up firm. Of all buyout GPs in my sample only 1 percent joined the current buyout after working for a portfolio company. Of all individual buyout GPs 18 percent has experience working as managing executive for a publicly listed firm and 3 percent has experience working for a publicly listed firm as line manager. 3 percent worked previously as managing executive at the government. 25 percent of all buyout GPs worked as strategy consultant before. In my sample 4 percent of the individual buyout GPs worked as a lawyer before and 5 percent worked as an accountant before. Of all buyout GPs 62 percent possess investment banking experience. In the sample used for this research 1 percent of the buyout GPs worked as technology banker before and none as healthcare banker. Of all buyout GPs 19 percent previously worked as merchant banker and 6 percent as fund manager of a fund investing in public equity. 72 percent of all buyout GPs have finance experience as investment banker, merchant or fund manager. Of all individual buyout GPs 2 percent has experience working in the IT sector and 2 percent has experience working in the healthcare sector. 3 percent of all buyout GPs in my sample worked previously in the IT or healthcare sector. 19 percent of the buyout GPs previously worked as investment professional at another independent buyout firm and 3 percent worked for an independent venture capital firm as investment professional before. 

Overall, one can see that most of the educational human capital of individual buyout GPs comes in the form of  having obtained an MBA, frequently from Harvard. Moreover, they often attained a Bachelor degree without specialization or in economics or business, frequently from an Ivy league university. Moreover, we can see that most of the work experience of individual buyout GPs comes in the form of having worked in finance, mainly as investment banker and or merchant banker, holding experience as strategy consultant, having worked as managing executive at a listed company and having experience as investment professional at another independent buyout firm. 

If we look at the second column of Table 5 and focus on the firm-level averages across buyout firms, we see that the fractions of GP teams that possess a particular characteristic roughly line up with the fractions of individual buyout GPs with a particular characteristic. This means that buyout GPs with a certain characteristic do not disproportionally team up together in larger or smaller firms. The average buyout GP team size is 11.93 in my sample, pointing out that also buyout firms are lean organizations.   
Table 5: Buyout GP Human Capital Measures – Summary Statistics

Variables in the first column are dummy variables equal to one if a buyout GP possesses a particular characteristic. Variables beginning with “Fraction” in the second column measure the fraction of buyout GPs making up a buyout firm who possess a particular characteristic. The means are reported. 
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Individual educational history variables Firm GP team educational history variables 

BachelorDegree 0.99 FractionBachelorDegree 1.00

BachelorDegreeEngineering 0.07 FractionBachelorDegreeEngineering 0.06

BachelorDegreeScience 0.01 FractionBachelorDegreeScience 0.01

BachelorDegreeFinance 0.03 FractionBachelorDegreeFinance 0.03

BachelorDegreeEconomicsBusiness 0.22 FractionBachelorDegreeEconomicsBusiness 0.22

BachelorDegreeAccounting 0.01 FractionBachelorDegreeAccounting 0.01

BachelorDegreeOther 0.08 FractionBachelorDegreeOther 0.08

BachelorDegreeGeneral 0.59 FractionBachelorDegreeGeneral 0.61

BachelorDegreeIvyleague 0.33 FractionBachelorDegreeIvyleague 0.30

BachelorDegreeHarvard 0.08 FractionBachelorDegreeHarvard 0.07

BachelorDegreeStanford 0.03 FractionBachelorDegreeStanford 0.03

BachelorDegreeMIT 0.00 FractionBachelorDegreeMIT 0.00

MasterDegree 0.07 FractionMasterDegree 0.07

MasterDegreeEngineering 0.00 FractionMasterDegreeEngineering 0.00

MasterDegreeScience 0.01 FractionMasterDegreeScience 0.00

MasterDegreeEconomics 0.03 FractionMasterDegreeEconomics 0.02

MasterDegreeOther 0.04 FractionMasterDegreeOther 0.04

MasterDegreeIvyleague 0.02 FractionMasterDegreeIvyleague 0.02

MasterDegreeHarvard 0.00 FractionMasterDegreeHarvard 0.00

MasterDegreeStanford 0.01 FractionMasterDegreeStanford 0.01

MasterDegreeMIT 0.01 FractionMasterDegreeMIT 0.00

MBA 0.73 FractionMBA 0.72

MBAIvyleague 0.56 FractionMBAIvyleague 0.55

MBAHarvard 0.44 FractionMBAHarvard 0.39

MBAStanford 0.07 FractionMBAStanford 0.06

JD 0.09 FractionJD 0.08

JDIvyleague 0.06 FractionJDIvyleague 0.06

MD 0.00 FractionMD 0.00

Phd 0.00 FractionPhd 0.00

PhdEngineering 0.00 FractionPhdEngineering 0.00

PhdScience 0.00 FractionPhdScience 0.00

DegreeEngineeringScience 0.08 FractionDegreeEngineeringScience 0.07

CPA 0.05 FractionCPA 0.04

CFA 0.01 FractionCFA 0.00

Individual work history variables  Firm GP team work history variables 

ExperienceEngineer 0.01 FractionExperienceEngineer 0.00

ExperienceScientist 0.00 FractionExperienceScientist 0.00

ExperienceEngineerScientist 0.01 FractionExperienceEngineerScientist 0.00

ExperienceEntrepreneur 0.02 FractionExperienceEntrepreneur 0.01

ExperienceExecutiveStartup 0.00 FractionExperienceExecutiveStartup 0.00

ExperienceEntrepreneurExecutiveStartup 0.02 FractionExperienceEntrepreneurExecutiveStartup 0.01

ExperienceExecutivePortfolioCompany 0.01 FractionExperienceExecutivePortfolioCompany 0.00

ExperienceExecutiveCorporate 0.18 FractionExperienceExecutiveCorporate 0.18

OperationalExperienceCorporate 0.03 FractionOperationalExperienceCorporate 0.03

ExperienceExecutiveGovernment 0.03 FractionExperienceExecutiveGovernment 0.02

ExperienceConsultant 0.25 FractionExperienceConsultant 0.23

ExperienceLawyer 0.04 FractionExperienceLawyer 0.04

ExperienceAccountant 0.05 FractionExperienceAccountant 0.04

ExperienceInvestmentBanker 0.62 FractionExperienceInvestmentBanker 0.68

ExperienceTechBanker 0.01 FractionExperienceTechBanker 0.01

ExperienceHealthcareBanker 0.00 FractionExperienceHealthcareBanker 0.00

ExperienceMerchantBanker 0.19 FractionExperienceMerchantBanker 0.22

ExperienceFundManager 0.06 FractionExperienceFundManager 0.05

ExperienceFinance 0.72 FractionExperienceFinance 0.78

OperationalExperienceIT 0.02 FractionOperationalExperienceIT 0.02

OperationalExperienceHealthcare 0.02 FractionOperationalExperienceHealthcare 0.01

OperationalExperienceITHealthcare 0.03 FractionOperationalExperienceITHealthcare 0.03

ExperienceBuyout 0.19 FractionExperienceBuyout 0.19

ExperienceVentureCapital 0.03 FractionExperienceVentureCapital 0.02

Number of buyout GPs 179 Number of buyout firms 15
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I now turn to the empirical tests of the hypotheses posited in chapter 2. Let me start comparing venture capital and buyout GPs’ formal education as reported in Table 6.
 One can see that there is overwhelming statistical evidence to infer that the average fractions of venture capital GPs holding a Bachelor degree in engineering or science are larger than the fractions of buyout GPs holding a Bachelor degree in engineering or science. Furthermore, buyout firms consist of more GPs with a general Bachelor degree than venture capital firms. I find this difference to be highly significant. Lastly, eye-catching is the fact that there is strong evidence to infer that venture capital and buyout firms differ in terms of the fraction of GPs that obtained their Bachelor degree from MIT. Specifically, I find that a greater fraction of venture capital GPs obtained their Bachelor degree from MIT. 
This research also finds a highly significant difference between venture capital and buyout firms in terms of the fraction of GPs holding a Master degree. In particular, venture capital firms are made up of a greater fraction of GPs that hold a Master degree. Furthermore, I find overwhelming proof to infer that venture capital firms are made up of greater fractions of GPs holding a Master degree in engineering or science. Moreover, this study finds the two primary forms of private equity to differ significantly in terms of the number of Master degrees in Economics held by their GPs. Specifically, buyout firms consist of a greater fraction of GPs holding a Master degree in Economics. Last, I find that venture capital and buyout firms differ significantly with regard to the portion of GPs holding a Master degree from Stanford. Venture capital firms are made up of more GPs that possess a Master degree from Stanford.
Both venture capital and buyout firms’ educational human capital frequently comes in the form having obtained an MBA. Moreover, of those GPs holding an MBA, both venture capital and buyout GPs, frequently hold an MBA from Harvard. Venture capital and buyout firms differ significantly in terms of the fraction of GPs that obtained their MBA from an Ivy-league university and the fraction of GPs that obtained their MBA from Stanford. Venture capital firms consist of more GPs with an MBA from Stanford, while buyout firms are made up of more GPs with an MBA from an Ivy-league university. Venture capital firms and buyout firms do not differ significantly in terms of the number of GPs holding a JD and MD. However, there is overwhelming evidence to infer that buyout firms have more GPs that hold a JD from an Ivy-league university.
In my sample the average venture capital firm is made up of a larger fraction of GPs that obtained a PhD, this group consists mainly of venture capital GPs that hold a PhD in science or engineering. None of the buyout GPs in my sample hold a PhD. Overall, this study reports overwhelming evidence to infer that the fraction of GPs that hold a Bachelor, Master or PhD degree in Science or Engineering is larger for venture capital firms. Hence, support is provided for hypothesis 3. 
Lastly, no significant differences are apparent in terms of professional qualifications (CPA and CFA) obtained by GPs between venture capital and buyout firms. 

Above I show that GPs who make up venture capital firms, differ from GPs that make up buyout firms in terms of type of formal education. Consequently, support is provided for hypothesis 1. 

Let us now turn to venture capital and buyout GPs’ work experience as reported in Table 6. There is overwhelming evidence to infer that venture capital firms have a greater fraction of GPs with work experience as industrial engineer or professional scientist than buyout firms, hence support is provided for hypothesis 4. Furthermore, from Table 6 we can see that there is overwhelming evidence to infer that venture capital firms have a greater portion of GPs with work experience as entrepreneur or as managing executive at a start-up than buyout firms. Therefore, support is provided for hypothesis 6. 

Venture capital firms and buyout firms do not differ significantly in terms of experience that GPs possess working as managing executive at a portfolio company. 

The two primary forms of private equity do not differ significantly in terms of experience that GPs possess working as managing executive at a public company. Consequently, no support is provided for hypothesis 7. 
I find overwhelming evidence to infer that venture capital firms have a larger fraction of GPs with experience as line manager at a public company than buyout firms. 

Venture capital firms and buyout firms do not differ significantly in terms of experience that GPs possess working as managing executive at the government, working as strategy consultant, working as a lawyer and working an accountant. 

Furthermore, I find overwhelming evidence to infer that buyout firms have a greater fraction of GPs with experience as investment banker and merchant banker than venture capital firms. Moreover, this research finds strong evidence to infer that buyout firms have a greater fraction of GPs with experience as fund manager than venture capital firms. Overall, I find overwhelming statistical evidence for the fact that buyout firms have a greater fraction of GPs with finance experience than venture capital firms. Hence, support is provided for hypothesis 5. 

This research also finds a highly significant difference between venture capital and buyout firms in terms of GPs with experience working in IT. In particular, venture capital firms possess a greater fraction of GPs with experience working in IT than buyout firms.
Lastly, overwhelming evidence is provided to infer that GPs that make up venture capital partnership management firms differ from GPs that make up buyout partnership management firms in terms of work experience in buyout and venture capital. Specifcally, venture capital firms have a larger fraction of GPs with experience as venture capital investment professional than buyout firms. Vice versa buyout firms have a greater fraction of GPs with experience as buyout investment professional than venture capital firms. 

Above I show that GPs who make up venture capital firms, differ from GPs that make up buyout firms in terms of type of work experience. Therefore, support is provided for hypothesis 2. 
Table 6: VC and BO Firm-level Human Capital Measures Compared – Statistical Test Results 
The first column reports the fractions of venture capital GPs making up a venture capital firm who possess a particular characteristic. The second column reports the fractions of venture capital GPs making up a buyout firm who possess a particular characteristic. For both columns the sample means are provided. The third column reports statistical test results indicating whether the means reported in the first and second column are significantly different. I report the two-tailed p-value for variables with ambiguously predicted difference 

([µVC - µBO] ≠ 0]). For variables for which I unambiguously predicted one of the means to be larger I report the one-tailed p-value. ***,** and * indicate significance at the 1%, 5% and 10% levels. 
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Firm GP team educational history variables  Alternative Hypothesis P-value Significance

FractionBachelorDegree 1.00 1.00 (µVC - µBO) ≠ 0 0.33

FractionBachelorDegreeEngineering 0.43 0.06 (µVC - µBO) > 0 0.00 ***

FractionBachelorDegreeScience 0.17 0.01 (µVC - µBO) > 0 0.00 ***

FractionBachelorDegreeFinance 0.01 0.03 (µVC - µBO) ≠ 0 0.29

FractionBachelorDegreeEconomicsBusiness 0.17 0.22 (µVC - µBO) ≠ 0 0.45

FractionBachelorDegreeAccounting 0.01 0.01 (µVC - µBO) ≠ 0 0.94

FractionBachelorDegreeOther 0.07 0.08 (µVC - µBO) ≠ 0 0.81

FractionBachelorDegreeGeneral 0.20 0.61 (µVC - µBO) ≠ 0 0.00 ***

FractionBachelorDegreeIvyleague 0.25 0.30 (µVC - µBO) ≠ 0 0.44

FractionBachelorDegreeHarvard 0.13 0.07 (µVC - µBO) ≠ 0 0.15

FractionBachelorDegreeStanford 0.07 0.03 (µVC - µBO) ≠ 0 0.06 *

FractionBachelorDegreeMIT 0.10 0.00 (µVC - µBO) ≠ 0 0.02 **

FractionMasterDegree 0.25 0.07 (µVC - µBO) ≠ 0 0.00 ***

FractionMasterDegreeEngineering 0.17 0.00 (µVC - µBO) > 0 0.00 ***

FractionMasterDegreeScience 0.07 0.00 (µVC - µBO) > 0 0.00 ***

FractionMasterDegreeEconomics 0.00 0.02 (µVC - µBO) ≠ 0 0.04 **

FractionMasterDegreeOther 0.03 0.04 (µVC - µBO) ≠ 0 0.49

FractionMasterDegreeIvyleague 0.05 0.02 (µVC - µBO) ≠ 0 0.14

FractionMasterDegreeHarvard 0.02 0.00 (µVC - µBO) ≠ 0 0.17

FractionMasterDegreeStanford 0.06 0.01 (µVC - µBO) ≠ 0 0.03 **

FractionMasterDegreeMIT 0.04 0.00 (µVC - µBO) ≠ 0 0.12

FractionMBA 0.58 0.72 (µVC - µBO) ≠ 0 0.09 *

FractionMBAIvyleague 0.34 0.55 (µVC - µBO) ≠ 0 0.02 **

FractionMBAHarvard 0.28 0.39 (µVC - µBO) ≠ 0 0.22

FractionMBAStanford 0.19 0.06 (µVC - µBO) ≠ 0 0.02 **

FractionJD 0.05 0.08 (µVC - µBO) ≠ 0 0.42

FractionJDIvyleague 0.00 0.06 (µVC - µBO) ≠ 0 0.01 ***

FractionMD 0.02 0.00 (µVC - µBO) ≠ 0 0.09 *

FractionPhd 0.11 0.00 (µVC - µBO) ≠ 0 0.00 ***

FractionPhdEngineering 0.03 0.00 (µVC - µBO) > 0 0.03 **

FractionPhdScience 0.07 0.00 (µVC - µBO) > 0 0.01 ***

FractionDegreeEngineeringScience 0.58 0.07 (µVC - µBO) > 0 0.00 ***

FractionCPA 0.02 0.04 (µVC - µBO) ≠ 0 0.25

FractionCFA 0.01 0.00 (µVC - µBO) ≠ 0 0.57

Firm GP team work history variables 

FractionExperienceEngineer 0.31 0.00 (µVC - µBO) > 0 0.00 ***

FractionExperienceScientist 0.05 0.00 (µVC - µBO) > 0 0.02 **

FractionExperienceEngineerScientist 0.35 0.00 (µVC - µBO) > 0 0.00 ***

FractionExperienceEntrepreneur 0.41 0.01 (µVC - µBO) > 0 0.00 ***

FractionExperienceExecutiveStartup 0.32 0.00 (µVC - µBO) > 0 0.00 ***

FractionExperienceEntrepreneurExecutiveStartup 0.58 0.01 (µVC - µBO) > 0 0.00 ***

FractionExperienceExecutivePortfolioCompany 0.02 0.00 (µVC - µBO) ≠ 0 0.17

FractionExperienceExecutiveCorporate 0.14 0.18 (µVC - µBO) < 0 0.29

FractionOperationalExperienceCorporate 0.37 0.03 (µVC - µBO) ≠ 0 0.00 ***

FractionExperienceExecutiveGovernment 0.01 0.02 (µVC - µBO) ≠ 0 0.75

FractionExperienceConsultant 0.22 0.23 (µVC - µBO) ≠ 0 0.85

FractionExperienceLawyer 0.04 0.04 (µVC - µBO) ≠ 0 0.84

FractionExperienceAccountant 0.02 0.04 (µVC - µBO) ≠ 0 0.23

FractionExperienceInvestmentBanker 0.10 0.68 (µVC - µBO) < 0 0.00 ***

FractionExperienceTechBanker 0.04 0.01 (µVC - µBO) ≠ 0 0.16

FractionExperienceHealthcareBanker 0.01 0.00 (µVC - µBO) ≠ 0 0.33

FractionExperienceMerchantBanker 0.02 0.22 (µVC - µBO) < 0 0.00 ***

FractionExperienceFundManager 0.01 0.05 (µVC - µBO) < 0 0.04 **

FractionExperienceFinance 0.11 0.78 (µVC - µBO) < 0 0.00 ***

FractionOperationalExperienceIT 0.74 0.02 (µVC - µBO) ≠ 0 0.00 ***

FractionOperationalExperienceHealthcare 0.05 0.01 (µVC - µBO) ≠ 0 0.14

FractionOperationalExperienceITHealthcare 0.79 0.03 (µVC - µBO) ≠ 0 0.00 ***

FractionExperienceBuyout 0.00 0.19 (µVC - µBO) ≠ 0 0.00 ***

FractionExperienceVentureCapital 0.30 0.02 (µVC - µBO) ≠ 0 0.00 ***


Table 7: Individual VC and BO Human Capital Measures Compared – Statistical Test Results 
Variables in the first column are dummy variables equal to one if a venture capital GP possesses a particular characteristic. Variables in the second column are dummy variables equal to one if a buyout GP possesses a particular characteristic. For both columns the sample means are reported. The third column reports statistical test results indicating whether the means reported in the first and second column are significantly different. I report the two-tailed p-value for variables with ambiguously predicted difference ([µVC - µBO] ≠ 0]). For variables for which I unambiguously predicted one of the means to be larger I report the one-tailed p-value. ***,** and * indicate significance at the 1%, 5% and 10% levels. 
[image: image10.emf]Individual GP variables Venture capital Buyout Mean Difference

Individual educational history variables Alternative Hypothesis P-value Significance

BachelorDegree 1.00 0.99 (µVC - µBO) ≠ 0 0.32

BachelorDegreeEngineering 0.44 0.07 (µVC - µBO) > 0 0.00 ***

BachelorDegreeScience 0.19 0.01 (µVC - µBO) > 0 0.00 ***

BachelorDegreeFinance 0.02 0.03 (µVC - µBO) ≠ 0 0.32

BachelorDegreeEconomicsBusiness 0.16 0.22 (µVC - µBO) ≠ 0 0.20

BachelorDegreeAccounting 0.02 0.01 (µVC - µBO) ≠ 0 0.73

BachelorDegreeOther 0.06 0.08 (µVC - µBO) ≠ 0 0.34

BachelorDegreeGeneral 0.20 0.59 (µVC - µBO) ≠ 0 0.00 ***

BachelorDegreeIvyleague 0.27 0.33 (µVC - µBO) ≠ 0 0.28

BachelorDegreeHarvard 0.13 0.08 (µVC - µBO) ≠ 0 0.17

BachelorDegreeStanford 0.08 0.03 (µVC - µBO) ≠ 0 0.10 *

BachelorDegreeMIT 0.10 0.00 (µVC - µBO) ≠ 0 0.00 ***

MasterDegree 0.27 0.07 (µVC - µBO) ≠ 0 0.00 ***

MasterDegreeEngineering 0.18 0.00 (µVC - µBO) > 0 0.00 ***

MasterDegreeScience 0.07 0.01 (µVC - µBO) > 0 0.00 ***

MasterDegreeEconomics 0.00 0.03 (µVC - µBO) ≠ 0 0.02 **

MasterDegreeOther 0.03 0.04 (µVC - µBO) ≠ 0 0.74

MasterDegreeIvyleague 0.06 0.02 (µVC - µBO) ≠ 0 0.09 *

MasterDegreeHarvard 0.02 0.00 (µVC - µBO) ≠ 0 0.08 *

MasterDegreeStanford 0.06 0.01 (µVC - µBO) ≠ 0 0.01 **

MasterDegreeMIT 0.05 0.01 (µVC - µBO) ≠ 0 0.09 *

MBA 0.62 0.73 (µVC - µBO) ≠ 0 0.07 *

MBAIvyleague 0.34 0.56 (µVC - µBO) ≠ 0 0.00 ***

MBAHarvard 0.30 0.44 (µVC - µBO) ≠ 0 0.06 *

MBAStanford 0.21 0.07 (µVC - µBO) ≠ 0 0.00 ***

JD 0.05 0.09 (µVC - µBO) ≠ 0 0.15

JDIvyleague 0.00 0.06 (µVC - µBO) ≠ 0 0.00 ***

MD 0.02 0.00 (µVC - µBO) ≠ 0 0.08 *

Phd 0.10 0.00 (µVC - µBO) ≠ 0 0.00 ***

PhdEngineering 0.03 0.00 (µVC - µBO) > 0 0.02 **

PhdScience 0.06 0.00 (µVC - µBO) > 0 0.00 ***

DegreeEngineeringScience 0.60 0.08 (µVC - µBO) > 0 0.00 ***

CPA 0.02 0.05 (µVC - µBO) ≠ 0 0.09 *

CFA 0.01 0.01 (µVC - µBO) ≠ 0 0.80

Individual work history variables 

ExperienceEngineer 0.31 0.01 (µVC - µBO) > 0 0.00 ***

ExperienceScientist 0.05 0.00 (µVC - µBO) > 0 0.01 ***

ExperienceEngineerScientist 0.35 0.01 (µVC - µBO) > 0 0.00 ***

ExperienceEntrepreneur 0.37 0.02 (µVC - µBO) > 0 0.00 ***

ExperienceExecutiveStartup 0.32 0.00 (µVC - µBO) > 0 0.00 ***

ExperienceEntrepreneurExecutiveStartup 0.56 0.02 (µVC - µBO) > 0 0.00 ***

ExperienceExecutivePortfolioCompany 0.02 0.01 (µVC - µBO) ≠ 0 0.22

ExperienceExecutiveCorporate 0.14 0.18 (µVC - µBO) < 0 0.17

OperationalExperienceCorporate 0.38 0.03 (µVC - µBO) ≠ 0 0.00 ***

ExperienceExecutiveGovernment 0.02 0.03 (µVC - µBO) ≠ 0 0.48

ExperienceConsultant 0.23 0.25 (µVC - µBO) ≠ 0 0.70

ExperienceLawyer 0.03 0.04 (µVC - µBO) ≠ 0 0.22

ExperienceAccountant 0.02 0.05 (µVC - µBO) ≠ 0 0.22

ExperienceInvestmentBanker 0.13 0.62 (µVC - µBO) < 0 0.00 ***

ExperienceTechBanker 0.05 0.01 (µVC - µBO) ≠ 0 0.08 *

ExperienceHealthcareBanker 0.02 0.00 (µVC - µBO) ≠ 0 0.16

ExperienceMerchantBanker 0.02 0.19 (µVC - µBO) < 0 0.00 ***

ExperienceFundManager 0.01 0.06 (µVC - µBO) < 0 0.01 ***

ExperienceFinance 0.14 0.72 (µVC - µBO) < 0 0.00 ***

OperationalExperienceIT 0.74 0.02 (µVC - µBO) ≠ 0 0.00 ***

OperationalExperienceHealthcare 0.07 0.02 (µVC - µBO) ≠ 0 0.05 *

OperationalExperienceITHealthcare 0.78 0.03 (µVC - µBO) ≠ 0 0.00 ***

ExperienceBuyout 0.00 0.19 (µVC - µBO) ≠ 0 0.00 ***

ExperienceVentureCapital 0.32 0.03 (µVC - µBO) ≠ 0 0.00 ***


4.4. Discussion TC "4.4. Discussion" \f C \l "2"  
This research finds that venture capital firms have a greater fraction of GPs with a degree in engineering or science than buyout firms. Moreover, venture capital firms are made up of a larger fraction of GPs with an academic Master degree and PhD (frequently a Master degree and PhD in engineering or science) than buyout firms. Contrarily, buyout firms are made of a larger fraction of GPs that possess general education in the form of a Bachelor degree. Intuitively, these findings make sense. Namely, considering the high-tech nature of most venture capital investments, GPs with education in science or engineering may help venture capital firms to better understand the underlying product and technology of portfolio companies. Differently, buyout firms typically invest in mature companies with proven products and technologies. Consequently, understanding these companies does not necessarily require a degree in science or engineering. Holding a general degree seems more relevant in the buyout context. 
The fact that venture capital firms are made up of a greater fraction of GPs that hold a Bachelor degree from MIT, a technical university, seems logical as a larger fraction of venture capital GPs hold a degree in engineering or science. Furthermore, I find that venture capital firms consist of more GPs with an MBA from Stanford, while buyout firms are made up of more GPs that possess an MBA from an Ivy-league university. Moreover, I find that venture capital firms consist of more GPs with a Master degree from Stanford than buyout firms. These findings can possibly be explained by looking at where the respective venture capital and buyout firms are located. Specifically, Table 2 and 3 show that a large number of venture capital firms are located close to Stanford in California, whereas most buyout firms are located in the northeast where all Ivy-league universities are located.

The finding that venture capital firms have a greater fraction of GPs with work experience as industrial engineer or professional scientist than buyout firms, appears also logical. Specifically, having more GPs with work experience as engineer or professional scientist might allow venture capital firms to better gauge the potential of a product or technology. This type of work experience seems less relevant for buyout firms that invest in mature firms with proven products and technologies.  Similarly, the not hypothesized finding that venture capital firms have a greater fraction of GPs with work experience in the IT sector can be explained. Namely, having more GPs with work experience in the information technology sector may give venture capital firms the idea that they can better gauge the potential of a product or technology. Furthermore, this research finds that venture capital firms have a greater fraction of GPs with start-up experience, as entrepreneur or managing executive at a start-up firm, than buyout firms. Also this finding seems logical as venture capital firms, opposed to buyout firms, invest in young companies. Consequently, more GPs with start-up experience may help venture capital firms to better understand the challenges faced and the needs required by portfolio companies.
The finding that buyout firms do not have a greater fraction of GPs with work experience as managing executive at a public firm than venture capital firms, is surprising. I hypothesized this difference based on the fact that GPs with experience as managing executive at a public firm might aid buyout firms to better monitor portfolio companies by leveraging their operational expertise. Moreover, it provides buyout firms with an extensive network than can be used to recruit talent. As venture capital firms invest in smaller and younger firms I did not expect this type of work experience to be as relevant. Possibly, GPs with experience as managing executive at a public firm may help start-up firms by providing access to an extensive network of customers, suppliers and potential employees. Moreover, their operational expertise might positively contribute to the professionalization process at start-up firms. This might also explain why venture capital firms have a larger fraction of GPs with experience as line manager at a public company than buyout firms. 

Furthermore, the finding that buyout firms have a greater fraction of GPs with finance experience than venture capital firms makes sense, as having more GPs with experience in finance might boost the ability of private equity firms to recognize those contexts in which assessment of risk and payoff are difficult. Different from venture capital firms, buyout firms typically invest in larger mature companies with proven products and technologies in place. Accordingly, private equity firms made up of a large fraction of GPs with finance experience are expected to prefer a buyout investment strategy. Additionally, having more GPs with work experience in finance might help buyout firms to arrange more favourable debt terms and apply better financial engineering. Venture capital firms typically do not invest using significant leverage, hence finance experience might be less relevant in the venture capital context. 
Lastly, the findings that none of the venture capital firms consist of GPs with buyout experience and that very few of the buyout firms are made up of GPs with venture capital experience provides evidence for the fact that venture capital and buyout are distinct business models that require different skill sets. 
In chapter 2 I predicted differences between venture capital GPs and buyout GPs, in terms of type of education and work experience, to explain why despite the higher revenue earned per partner in buyout, venture capital GPs do not pursue a buyout strategy. The results discussed above indeed suggest that human capital plays a role in investment strategy decision-making.
Chapter 5: Conclusion, limitations and future research TC "Chapter 5: Conclusion, limitations and future research" \f C \l "1" 
5.1. Conclusion TC "5.1. Conclusion" \f C \l "2" 
Using a novel hand-collected data set with information on the educational and work histories of GPs, this research scrutinizes whether and how GPs that make up venture capital partnership management firms differ from GPs that make up buyout partnership management firms in terms of type of human capital. I find large differences between GPs that make up venture capital firms and GPs that make up buyout firms in terms of type of education. In particular, venture capital firms have a significantly greater fraction of GPs with a degree in engineering or science than buyout firms. Contrarily, buyout firms are made up of a larger fraction of GPs that possess general education in the form of a Bachelor Degree. 


Furthermore, this research finds large differences between GPs that make up venture capital firms and GPs that make up buyout firms in terms of type of work experience. Specifically, venture capital firms have a greater fraction of GPs with work experience in the IT sector, with start-up experience as entrepreneur or managing executive at a start-up firm, with work experience as industrial engineer or professional scientist, with experience as line manager at a public company and with experience as investment professional at another venture capital firm. Buyout firms have a substantially greater fraction of GPs with finance experience and with experience as investment professional at another buyout firm. 

The differences that I find between the types of human capital resources possessed by venture capital and buyout firms can possibly explain why venture capital firms do not change to a buyout investment strategy despite the higher revenue earned per partner. In particular, venture capital firms invest in new, relatively small firms which frequently operate in high-tech industries because of the idea that they can strictly add value to these companies, as they possess human capital types such as work experience in the IT sector, start-up experience, work experience as industrial engineer or professional scientist, venture capital experience and education in science or engineering. In contrast, buyout firms believe that they can add value to larger mature firms, as they possess human capital types such as finance experience, buyout experience and general education. 

Furthermore, this study provides insight to policy makers with the intention to develop venture capital or buyout markets in their respective region. Specifically, to stimulate development of one of the forms of private equity policy makers could subsidize or facilitate the types of education and work experience found in this research.

Lastly, this research offers those that want to work in venture capital or buyout with information on which career path to follow. Although a typical career path does not become apparent, it can be concluded that a career in venture capital and buyout generally falls towards the end of one’s career rather than in the beginning. Education in science or engineering, an MBA from an Ivy-league university or from Stanford, experience in the IT sector, start-up experience, work experience as industrial engineer or professional scientist, experience as line manager at a public company and consulting experience all appear as representative precursors to a career in venture capital. A Bachelor degree without specialization, an MBA from an Ivy-league university, finance experience as investment banker and/or merchant banker and consulting experience serve as typical precursors for a career in buyout.  
5.2. Limitations and future research TC "5.2. Limitations and future research" \f C \l "2" 
This research, as all studies, has a number of limitations and avenues for future research. First, I captured aspects of venture capital buyout firm’s human capital by measuring the education and experience of its GPs to explain strategic outcomes. Although GPs make the important strategic decisions, with regard to which investment strategy to pursue, capturing the human capital of all individuals within the firms might provide more insight. Such an approach would however introduce many challenges. It might be difficult to access biographical information on all employees working in venture capital and buyout firms. Furthermore, how should the human capital of all employees been combined to provide a firm-level variable? This study uses a simple proportion of education and work experience. Doing so when assessing the entire pool of human capital would not take into consideration the different role that each individual’s human capital base plays when deciding on the investment strategy.

Second, in this research I was frequently not able to gather information on the duration and order of each type of work experience. Future research could gather this information and provide a more detailed analysis of the typical career path followed by venture capital and buyout GPs, before entering the venture capital and buyout industry. 

Third, there are limitations to the generalizability of my results. As my sample consists of the GPs that make up the 15 largest US venture capital and buyout firms, future research could analyze whether my findings also hold in other countries and whether they hold for smaller firms. Moreover, due to the labour intensiveness of the data set construction, the size of my sample is rather limited. Future research could scrutinize whether my findings hold when using a larger data set. 

Fourth, this study only forms a snapshot of the human capital resources of which venture capital and buyout firms currently consist. Therefore, it would be interesting for future research to look at time-series. Herewith, future researchers could assess the extent to which human capital resources have changed over time and responded to market changes. 

Fifth, an interesting avenue for future research would be to link the human capital types that I find to performance measures. Specifically, future researchers could examine whether the types of education and work experience well represented in venture capital firms (buyout firms) are also associated with higher venture capital (buyout) performance. This would allow one to determine whether the types of human capital, that I find, are optimally aligned with the respective investment strategy pursued. Note however that such an approach might be challenging as private equity returns have indeed been very private. Therefore, future research of this type should either hope for access to private equity return or construct alternative performance measures. 

Last, this research examines differences between venture capital and buyout firms in terms of the types of human capital that they possess. Future researchers could also scrutinize the relationship between the types of human capital that I find and investment selection in terms of stage and industry. Such an analysis might however be challenging as venture capital and buyout GPs tend to invest across stages and industries. 
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� The total dollar value investments and funds raised figures include the private equity types venture capital and buyout and to a certain extent mezzanine and distress investing as they are partly included in the asset class buyout. Exact data on mezzanine and distress investing is not available. However, I expect the total dollar value of investments and funds raised not to be significantly larger than reported. I do not expect this number to be significantly larger because of the partial inclusion of mezzanine and distress investing in the type buyout and the expected limited size of these two asset classes compared to venture capital and buyout. The latter I verified with Senior Economist Marko Maslakovic of IFSL. 


� Renneboog and Simons (2005) conclude that venture capital and buyout markets in the UK have traditionally been more closely linked than those in the US. Historically, the UK going private activity has focused on growth opportunities, whereas US LBOs have occurred more frequently in mature and cash rich industries. This research will focus on the US market.


� Note that mezzanine and distress investing are partly included in this percentage and that the missing values of  mezzanine and distress investing in the total figure might moderately inflate this percentage.


� I verified this with Senior Economist Marko Maslakovic of IFSL.


� For the remainder of this research I will abbreviate limited partner as LP and general partner as GP.


� For an elaborate illustration of calculating management fees using three alternative approaches and for a detailed illustration of the determination of carried interest see Metrick and Yasuda (2008).


� Assuming the equilibrium conditions that LPs earn cost of capital after payments to the GPs (Metrick and Yasuda, 2008). 


� Venture capital funds invest in small firms with valuations not exceeding $50 million (Metrick and Yasuda, 2008). 


� Note that this holds more for buyout firms (Metrick and Yasuda, 2008).


� The reason that I code each degree in engineering and science separately and combined is that some GPs hold both degrees. Simply adding up the values of these six variables would consequently yield an inflated value. For the same reason I code separately the combination variables: Experience as Engineer or Scientist,  Experience as Entrepreneur or Executive at Start-up, Experience in Finance and Operational Experience in IT or Healthcare.


� A significant number of biographies list philanthropic activities that appear parallel to full-time positions. I therefore exclude founding a non-profit organization from experience as entrepreneur. 


� The comparison in this section, the discussion in section 4.4. and the conclusion in Chapter 5 are based on the results reported in Table 6. In line with the hypotheses posited in chapter 2, Table 6 compares venture capital and buyout firms in terms of the average fraction of GPs that they possess with a particular characteristic. For the sake of completeness, in Table 7, I also compare individual venture capital and buyout GPs in terms of each background characteristic. At a 5 percent significance level I do not find any differences between the firm-level and individual-level comparison. 
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