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European Venture Capital Funds Regulation 345/2013 and European Social Entrepreneurship Funds 
Regulation 346/2013 

 

This briefing is one of a series of Implementation Appraisals produced by the European Parliamentary Research Service 

(EPRS) on the operation of existing EU legislation in practice. Each such briefing focuses on a specific EU law which is, or 

will shortly be, subject to an amending proposal from the European Commission, intended to update the current text. 

Implementation Appraisals aim to provide a succinct overview of material publicly available on the implementation, 

application and effectiveness of an EU law to date – drawing on available inputs from, inter alia, the EU institutions and 

advisory committees, national parliaments, and relevant external consultation and outreach exercises. They are provided 

to assist parliamentary committees in their consideration of the new Commission proposal, once tabled. 

 

1. Background  

The Capital Markets Union (CMU) is a key part of the Juncker Commission's Investment Plan, aiming at 
diversifying the way capital is mobilised in the European Union (EU) to create a single market for capital and 
increase investment and growth in Europe. In September 2015, the Commission put forward an action plan 
that covered six broad areas including 'Financing for innovation, start-ups and non-listed companies'. This 
area contained various strands such as a proposal for a pan-European venture capital fund of funds (FoF) and 
research into crowdfunding and tax incentives in venture capital.2 The revision of the regulations on the 
European Venture Capital Funds (EuVECA) and the European Social Entrepreneurship Funds (EuSEF) falls 
within this area. 
 
As part of the response to the 2008 financial crisis, the Alternative Investment Fund Managers Directive 
(AIFMD) was brought in to increase protection for investors in this sector and to increase competition in the 
market. A fund manager authorised under AIFMD in one Member State is able to market and manage funds 

                                                           
1 Some areas of the legislation are scheduled for review by 22 July 2015, namely the possibility of allowing funds from outside the 
EU to use the EuVECA and EuSEF designations. 
2 See status report on action plan - SWD(2016) 147. 

EP committee responsible at time of adoption of the legislation: Committee on Economic and Monetary Affairs (ECON) 

Date of adoption of original legislation in plenary: 12 March 2013 

Entry into force: 15 May 2013, and the Regulations shall apply from 22 July 2013 (with some exceptions for Regulation 
346/2013) 

Planned date for review of legislation: By 22 July 20171 the Commission will review the funds including their current 
use, the distribution of investments by sector and geographical area, possibilities to extend venture capital funds to retail 
investors and the possibility to establish a European label for social enterprises.  

Timeline for new amending legislation: A proposal to amend the legislation relating to the European venture capital 
(EuVECA) and social entrepreneurship (EuSEF) funds was published on 14 July 2016.  

http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32013R0345
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32013R0346
http://ec.europa.eu/priorities/jobs-growth-and-investment/investment-plan_en
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A52015DC0468
http://ec.europa.eu/finance/capital-markets-union/docs/cmu-first-status-report_en.pdf
http://ec.europa.eu/finance/investment/docs/venture_capital/160714-proposal_en.pdf
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across the EU, using so called passporting rights. However, this applies to investment funds with aggregate 
assets of more than €500 million. The EuVECA and EuSEF schemes are intended to fill a gap in the market by 
allowing managers of smaller funds to obtain passporting rights without complying with all the obligations 
under the AIFMD.3 The EuVECA and the EuSEF are designed to provide higher risk businesses with capital 
often at the early stages of their development when other forms of funding such as bank loans might be 
difficult to access. EuVECA focuses on unlisted SMEs with fewer than 250 employees, an annual turnover of 
no more than €50 million or an annual balance sheet of no more than €43 million, while EuSEF looks to 
support similar sized businesses with the specific aim of generating positive social impacts. At least 70 % of 
the funds need to be invested in these assets. A requirement for investors to commit a minimum of €100 000 
make these funds accessible mainly to professional investors or high-net-worth individuals, i.e. if someone 
decided to invest 5 % of their assets in this type of fund it would require a total of €2 million in investable 
assets.4 However, Member States can decide on the level of regulatory fees that should apply to these funds. 
This has led to some significant discrepancies across the EU in terms of the registering and marketing of these 
funds.  
 
Although the EuVECA and EuSEF investment schemes have only been operational since mid-2013, the 
Commission decided on an early review on account of the low take-up of the schemes. So far, there have 
been 70 EuVECA and 4 EuSEF investment schemes.5 The review was announced as a REFIT initiative in the 
Commission's 2016 work programme. 
 

1.1 The private equity market in Europe 
Europe's capital market is often compared to that of the USA because of the similarly-sized economy. It is 
pointed out that the USA has a much more diverse range of funding sources; that the business culture is less 
risk averse and that more private funding is available to support the much larger equity market. In Europe, 
bank loans are the preferred funding source for SMEs, and there is limited appetite among the potential 
investors among the general public for private equity investment, with investment in real estate for example, 
being preferred. In the USA, more capital is also available from private pensions, while pension funds in 
Europe tend to take a more cautious approach. Consequently, public funding has a big role in European 
venture capital; some estimates show that in 2014, at least a third of funds raised came from government 
agencies,6 with the European Investment Fund (EIF) being a key contributor. Overall, the venture capital 
market is relatively modest in the EU compared with the USA, where the number of venture capital funds 
and amounts managed by these funds are much higher. According to Invest Europe there are no funds in 
Europe above €500 million7 and according to the European Commission, the average EU venture capital fund 
is €50 million whereas the US equivalents are more than double the size.8 In addition, domestic investment 
is more common than cross-border investment as, taking all private equity into account, there was 
€51 billion-worth of cross-border investments within Europe and €144 billion-worth of domestic investments 
in the EU during the 2010 to 2014 period.9 According to the same source, a lot more European investors 
invested outside Europe than vice versa. There are also other differences with the USA. In 2014, nearly 50 % 
of US venture capital investment was aimed at the computer and consumer electronics industry while in 
Europe 31 % went to life sciences and 20 % to the computer and electronics industry.10 
 

                                                           
3 Other EU investment funds include the Undertakings for Collective Investment in Transferable Securities scheme (UCITS) which is 
aimed at retail investors, the European Long-Term Investment Funds (ELTIF), and the yet-to-be-agreed proposal on Money Market 
Funds (MMF).  
4 T. Aubrey, R. Thillaye and A. Reed, Supporting Investors and Growth Firms: A Bottom-up Approach to a Capital Markets Union, 
Policy Network, 2015. 
5 The Commission's figures from April as included in its Impact Assessment – SWD (2016) 228.  
6 Oxford Research and Centre for Strategy & Evaluation Services, 'Assessing the Potential for EU Investment in Venture Capital and 
Other Risk Capital Fund of Funds', prepared for the European Commission, October 2015. 
7 http://startupeuropepartnership.eu/wp-content/uploads/2015/06/SEP-Policy-Report-SEP-INVESTORS-FORUM-CMU-
WORKSHOP.pdf. 
8 Impact Assessment for EuVECA and EuSEF, SWD (2016) 228, Annex 17. 
9 Geographic investment flows 2010-2014, Invest Europe http://www.investeurope.eu/media/390314/briefing8.pdf.  
10 Entrepreneurship at a Glance, OECD, 2015. 

http://ec.europa.eu/atwork/pdf/cwp_2016_annex_ii_en.pdf
http://ec.europa.eu/finance/investment/ucits-directive/index_en.htm
http://ec.europa.eu/finance/investment/long-term/index_en.htm
http://www.europarl.europa.eu/oeil/popups/ficheprocedure.do?reference=2013/0306%28COD%29&l=en
http://startupeuropepartnership.eu/wp-content/uploads/2015/06/SEP-Policy-Report-SEP-INVESTORS-FORUM-CMU-WORKSHOP.pdf
http://startupeuropepartnership.eu/wp-content/uploads/2015/06/SEP-Policy-Report-SEP-INVESTORS-FORUM-CMU-WORKSHOP.pdf
http://www.investeurope.eu/media/390314/briefing8.pdf
http://www.oecd-ilibrary.org/industry-and-services/entrepreneurship-at-a-glance-2015/venture-capital-investments-europe_entrepreneur_aag-2015-graph88-en;jsessionid=obu1x9g4rkt1.x-oecd-live-02
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The investment market in the EU is not evenly spread across Member States and is much more developed in 
some countries than others. This has an effect on the potential for cross-border investment. According to the 
European Commission, 90 % of all EU venture capital investments are concentrated in eight Member States, 
namely: the UK, Germany, Sweden, Denmark, Finland, the Netherlands, France, and Spain.11 Overall, data in 
this sector is relatively difficult to access and is mostly collected by industry associations, sometimes making 
comparisons difficult. In terms of venture capital investments as a percentage of GDP, Israel (0.38 %) and the 
USA (0.28 %) have the highest rates overall, while in Europe, Sweden (0.07 %) and Finland (0.06 %) have the 
highest investment rates by GDP.12 In terms of the highest number of headquartered venture capital firms, 
the UK, Germany and Spain are in the lead while the UK also has by far the highest number of assets under 
management.13 While the Commission's impact assessment (IA) compares the EU with the USA, it does not 
cover the potential reasons for the different development of venture capital within the EU in much detail or 
state whether any specific national barriers could be removed. 
 
All in all, the OECD estimates that the USA has 80 % of all venture capital investments, but it is also centred 
in clusters. In fact, studies14 show that venture capital tends to congregate in a few metropolitan areas, 
mainly in the San Francisco bay area, while in Europe, London and Paris are the top destinations. 
 
The venture capital investment industry in both Europe and the USA suffered during the 2008 crisis, but the 
USA recovered much quicker. One of the key reasons for the recovery was the availability of private 
investment. In Europe as previously mentioned, private investment is relatively scant, as a result in part of 
the low returns and high risks associated with these types of investment. According to a paper by Policy 
Network, 'the internal rate of return on venture capital over five years was negative for seven out of the 10 
years over the period from 2004 to 2013'15. This, in turn, has led the industry to apply stricter requirements 
for businesses that want to access funding, making fewer businesses eligible. Access to alternative finance is 
also affected by the fact that investors lack financial data on SMEs that is usually only available to banks.16  
 
The Commission's proposal related to EuVECA and EuSEF looks to increase the take-up of the funds by 
opening them up to more fund managers and to more businesses looking for investment. More specifically, 
the proposal aims to:  

 extend the two schemes to larger investment managers authorised under AIFMD by allowing those 
with assets under management of more than €500 million to market and manage the two schemes; 

 increase the harmonised treatment of funds in Member States by clarifying the regulation further, 
explicitly prohibiting fees imposed by Member States, and simplifying the registration process; 

 expand, in the case of EuVECA, the definition of 'qualifying portfolio undertakings' so that businesses 
with up to 499 employees can qualify for investments as well as some businesses listed on the SME 
growth market and to allow for follow-on investment once qualifying businesses entre a different 
stage in their development; 

 maintain the current €100 000 minimum investment threshold. 

The new proposal keeps the additions made by Parliament to the current legislation in terms of qualifying 
investments and the exclusions relating to qualifying portfolio undertakings. However, the broadening of the 
criteria according to which SMEs can qualify for investment might substantially change the investee base. 
 
The review sections of the two regulations are relatively detailed, stipulating a main review by July 2017, 
which is what has been brought forward to 2016. In addition, a review on whether funds established outside 

                                                           
11 Impact Assessment for EuVECA & EuSEF, SWD (2016) 228. 
12 Entrepreneurship at a Glance, OECD, 2015. 
13 Impact Assessment for EuVECA & EuSEF, SWD (2016) 228, Annex 18. 
14 R. L. Florida, M. K. King, Rise of the global startup city: the geography of venture capital investment in cities and metros across the 
globe, Tech. rep., Martin Prosperity Institute, 2016. 
15 T. Aubrey, R. Thillaye and A. Reed, Supporting Investors and Growth Firms: A Bottom-up Approach to a Capital Markets Union, 
Policy Network, 2015. 
16 See the European Union Committee, Capital Markets Union: a welcome start, House of Lords, UK, May 2015. 

http://www.oecd-ilibrary.org/industry-and-services/entrepreneurship-at-a-glance-2015/venture-capital-investments-europe_entrepreneur_aag-2015-graph88-en;jsessionid=obu1x9g4rkt1.x-oecd-live-02
http://martinprosperity.org/content/rise-of-the-global-startup-city/
http://martinprosperity.org/content/rise-of-the-global-startup-city/
http://urbis.europarl.europa.eu/urbis/sites/default/files/generated/document/en/139.pdf
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the EU should be able to use the EuVECA and EuSEF labels had been scheduled for July 2015 but is not 
expected until later in the year. Finally, by July 2017 the Commission should undertake a review of the 
interaction between the two regulations and other rules on collective investment, particularly those from 
the AIFMD.17 
 
The proposals covered in this briefing came with an impact assessment (IA) and a review of the regulations, 
which was attached as an appendix to the IA. Overall, the review and the IA appear to draw mainly on some 
recent consultations – in particular one focusing on a review of EuVECA and EuSEF, which received 46 
responses, and two that were broader in nature and received several hundred responses.18 See Section 4 of 
this briefing for more details.  
 
Those responding to the consultations were mainly from public authorities, industry associations and large 
businesses including banks. However, potential investees do not appear to have been covered, and despite 
the relatively small number of funds registered under EuVECA and EuSEF, no specific research appears to 
have been undertaken with the managers of these funds, although a workshop with some of them did take 
place in January 2016.19 The consultation on these investment schemes showed that around half of the 
respondents felt unable to answer many of the more detailed questions related to fund management. For 
example, questions on registration fees, requirements regarding minimum own funds imposed on managers, 
or loan restrictions. While this review aims to look only at initial barriers, the lack of feedback from some 
stakeholders, especially those on the demand side, limits somewhat the reliability of the overall conclusions. 
Consequently, it throws into some doubt the extent to which the proposal will address all the potential issues 
relating to take-up.  
 
The proposal largely follows the outcome of the consultation, which indicated strong support for managers 
authorised under the AIFMD to be able to offer EuVECA and EuSEF, and relatively high support for amending 
the qualifying criteria in relation to EuVECA. The support for maintaining the minimum threshold was more 
mixed with more preferring to lower it. The lack of a consistent implementation of the regulations is seen as 
the main barrier, with some Member States adding extra costs to the registration and marketing process for 
these funds.  
 

'Specific requests from EU Member States (beyond the requirements of the EuVECA Regulation itself, 
such as registration fees and requirements for the managers) currently impede the EU passport and, 
as a result, it does not work properly.'  
(Respondent to the Commission consultation on EuVECA and EuSEF) 

 
However, it is clear that at least some of the respondents are unconvinced that the proposed measures will 
significantly change the outlook for these two schemes. One main reason is the overall attractiveness of the 
schemes compared with other products on the market. Some of the underlying issues mentioned by 
stakeholders may be worth considering in more detail. These include the fact that managers authorised 
under AIFMD can already offer investments very similar to those available under the EuVECA label, the 
unclear positioning of the funds and subsequent lack of marketing, and the fact that crowdfunding and/or 
domestic tax-advantaged investment schemes are taking up most of the market.  
 

'Just another label is not the way to enhance venture capital and special enterprise initiatives; more 
important are the content of a fund, its prospect, its performance, and a well-known structure that 
gives a quality assurance.' (Respondent to the Commission consultation on EuVECA and EuSEF) 

 
There were a few stakeholders who argued that EuSEF should be reviewed separately given the different 
aims of the fund, even though the regulation is very similar to EuVECA. 
 

                                                           
17 See Articles 26 and 27 of EuVECA and Articles 27 and 28 in EuSEF. 
18 The Building a Capital Markets Union Green Paper and the EU regulatory framework for financial services. 
19 See Appendix 7 of the Impact Assessment for the minutes of the workshop, although list of invitees is not included. 

http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52016SC0228&rid=1
http://ec.europa.eu/finance/consultations/2015/capital-markets-union/index_en.htm
http://ec.europa.eu/finance/consultations/2015/financial-regulatory-framework-review/index_en.htm
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The review of the schemes conducted by the Commission acknowledges that on account of the lack of data 
and the fact that the regulation has only been applicable for a short period of time, the review cannot assess 
long-term impacts. However, as the review is being carried out under REFIT it would have been helpful to see 
a more quantitative focus as well as a cost benefit analysis. As the proposal increases the pool of businesses 
eligible and allows managers of larger funds to participate, a more detailed assessment of the potential 
impacts of these changes would also have been helpful; including whether by broadening the investee base 
investment may move to larger more established businesses to minimise risks, and what impact a different 
type of fund manager might have on the potential investees. 
 
1.2 What do small businesses think? 
The European Small Business Alliance welcomed a focus on alternative funding methods, but it also 
emphasised that most SMEs will never qualify for funding from venture capital and will still rely on debt 
financing as their main source of funding. It also warned against over-regulating newly developed sources of 
funding such as crowdfunding.20 
 
In the UK, the tax administration has conducted some research among small businesses and investors on 
domestic venture capital funds relating to the UK Venture Capital Trusts and Enterprise Investment 
Schemes.21 The research suggested that size and sector are important to understand businesses' funding 
needs. It showed that newer start-ups often sought access to 'angel investors' preferring the personal contact 
and faster decision-making process to larger investment firms. There was also a perception that larger 
investment funds had more restrictive demands on what businesses they would invest in and looked for 
businesses already making a profit. This would dissuade many from seeking funding from larger firms. 
Businesses looking for funding often took a close interest in potential investors, wanting to meet them in 
person to understand more about their existing investment portfolio their track record and their 
understanding of industry-associated risks. This meant that some businesses preferred to deal mainly with 
local investors. Venture capital investment was generally seen as a funding source to be used alongside other 
sources of finance. 
 
In terms of overall access to finance, the European Central Bank's (ECB) survey22 of SMEs in the euro area 
showed that access to finance has become less of a concern for businesses, with finding customers being the 
key concern.23 There were, however, significant differences between Member States with 31 % of SMEs in 
Greece still seeing access to finance as key while in Austria and Germany the figure was 6 %. Bank loans were 
the key product for SMEs with 56 % of respondents considering them relevant for their financing,24 37 % saw 
grants or subsidies as important, while 21 % stated that financing from friends, family or related companies 
was something that they had used or considered using. About 9 % indicated a need for equity financing.  
 
1.3 Investors' views 
In March 2015, the Startup Europe Partnership (SEP), together with the European Commission, organised a 
workshop with investors, financial experts and start-ups to discuss barriers to investment in Europe. 
Participants felt that the European venture capital market was relatively small because it was not mature 
enough, did not give sufficient returns, had insufficient funds to attract private investment (only a minority 
were over €100 million); and because there was a lack of start-ups. In addition, there were more regulatory 
barriers to investment in Europe than in the USA and Europe was not yet seen as a single market by non-
European investors. In terms of EuVECA, it was felt that the scope should be increased and investment 
restrictions lessened, while consistent implementation of the regulation was also needed. There were, 
however, also those who felt that EuVECA and EuSEF were simply adding to the complexity and 

                                                           
20 http://www.esba-europe.org/esba-responds-to-the-capital-markets-union.  
21 https://www.gov.uk/hmrc-internal-manuals/venture-capital-schemes-manual.  
22 European Central Bank, Survey on the access to finance of enterprises in the euro area, October 2015 to March 2016, June 2016. 
23 10 % indicated that access to finance was key, while 27 % rated finding customers as their key concern. 
24 The exact question was: 'Are the following sources of financing relevant to your enterprise, that is, have you used them in the 

past or considered using them in the future? If 'yes', have you obtained new financing of this type in the past six months?'. 

 

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/497288/Venture_Capital_Schemes_report_v11_PUBLICATION.pdf
https://www.ecb.europa.eu/pub/pdf/other/accesstofinancesmallmediumsizedenterprises201606.en.pdf?c96d449e601cbe6c87d2e67d54e68c70
http://startupeuropepartnership.eu/wp-content/uploads/2015/06/SEP-Policy-Report-SEP-INVESTORS-FORUM-CMU-WORKSHOP.pdf
http://www.esba-europe.org/esba-responds-to-the-capital-markets-union
https://www.gov.uk/hmrc-internal-manuals/venture-capital-schemes-manual
https://www.ecb.europa.eu/pub/pdf/other/accesstofinancesmallmediumsizedenterprises201606.en.pdf?c96d449e601cbe6c87d2e67d54e68c70
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fragmentation of the market. Many participants felt it was perhaps too early to assess the low take-up. The 
reason for this was that many funds were at relatively early stages of development and might not be looking 
to go cross-border just yet. 
 
There were also those who did not find the lack of cross-border funding a key issue.25 In a Commission 
supported piece of research, stakeholders stated that some investors preferred to be close to the businesses 
they were investing in as their support often included strategic support and access to networks as well as 
financial support.  
 

A closer look at EuVECA and EUSEF 
EuVECA - Although the number of funds registered is relatively small compared to other EU funds there has 
been a steady increase, with 25 funds being registered in March 201526 and 70 registered in April 201627. All 
in all, 11 out of 28 Member States (MS) have registered funds under EuVECA. Most funds are located in the 
UK, over 40 % of all funds registered. Around a third of all funds (and roughly half of the UK funds) are only 
operating in the home country. 

 
ESMA registered EUVECA as of April 2016        Source: European Commission 
 

EuSEF – Four funds have been registered, all in 2014. One, with France as home Member State, is available 
across various EU countries, while two were available in both Germany and Austria. The fourth one was only 
available in Germany.  

 
2. EU-level reports, evaluations and studies 

The Commission's Review of the Investment Schemes (EuVECA and EuSEF) 

The review is attached as an appendix to the proposal's impact assessment, and it is slightly unclear when 
exactly the review was undertaken but data included in the report is from spring 2016. It is based on desk 
research by the Commission and on stakeholder consultations, particularly the consultation on EuVECA and 
EuSEF. As the review is listed under REFIT it focuses on whether the legislation has been efficient, effective, 
coherent, relevant, and has any EU added value. The review notes the difficulty in finding data about the 
individual funds and in assessing the value of the funds or its impact on SMEs. It also notes that venture 
capital is relatively under-developed compared with the USA. It concludes that while take-up of EuVECA has 
been encouraging, it could improve, while the expected take-up of EuSEF falls below expectations as there 
are only four funds operating under this label. As the cross-border fund market is relatively small, the review 
notes that the fact that over 70 % of the EuVECA and EuSEF funds are marketed in several EU countries is 
encouraging. Feedback however, indicates that marketing and registration procedures can differ significantly 
between Member States, hampering the effectiveness of the schemes. The review notes several areas for 

                                                           
25 Oxford Research and Centre for Strategy & Evaluation Services, 'Assessing the Potential for EU Investment in Venture Capital and 
Other Risk Capital Fund of Funds' prepared for the European Commission, October 2015. 
26 http://startupeuropepartnership.eu/wp-content/uploads/2015/06/SEP-Policy-Report-SEP-INVESTORS-FORUM-CMU-
WORKSHOP.pdf.  
27 SWD(2016) 228. 
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https://ec.europa.eu/programmes/horizon2020/en/news/assessing-potential-eu-investment-venture-capital-and-other-risk-capital-fund-funds
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52016SC0228&rid=1
http://startupeuropepartnership.eu/wp-content/uploads/2015/06/SEP-Policy-Report-SEP-INVESTORS-FORUM-CMU-WORKSHOP.pdf
http://startupeuropepartnership.eu/wp-content/uploads/2015/06/SEP-Policy-Report-SEP-INVESTORS-FORUM-CMU-WORKSHOP.pdf
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improvement based on the responses from the consultation, such as allowing fund managers licenced to 
manage larger funds to have access to EuVECA and EuSEF as well. 
 
Assessing the Potential for EU Investment in Venture Capital and Other Risk Capital Fund of Funds, 
prepared for the European Commission, October 2015 
This report aims to assess whether additional EU action in the European venture capital market is needed to 
strengthen the sector. In particular, it looks at the scope for setting up a pan-European fund of funds (FoF) 
and uses data and stakeholder views to assess various policy options. The report is based on a literature 
review, an analysis of industry data, a mapping of current FoF programmes, and around 100 interviews with 
stakeholders such as investors, venture capital managers and associations. The report provides an overview 
of the current European venture capital market. It notes that the venture capital market varies significantly 
between Member States; that venture capital funds are considerably smaller than in the USA; and that there 
is a lack of private investors owing to the historical poor performance of funds in Europe. It also notes that 
this means that the European market is highly dependent on public investment. The report assesses various 
options such as keeping the status quo or supporting existing financial instruments before setting out more 
details about the scope of setting up a pan-European public-private seed and venture capital fund of funds. 
The report sets out its recommendations relating to how to best design the FoFs, how to manage them, and 
best practice in FoF governance and monitoring. 
 
Policy Lessons from Financing Young Innovative Firms, OECD, June 2015 
This report looks at how support for start-ups could be increased, reviewing policy lessons across OECD 
countries. The report also draws on the responses to a questionnaire sent to OECD countries, and workshops 
in Norway, Switzerland, the Netherlands and Sweden. The report looks at various policy interventions noting 
that these vary considerably across OECD members. The report notes that support for new businesses is 
often more about achieving secondary aims such as increasing growth and jobs, which means more should 
be done to assess whether these long-term impacts are being achieved. Policies often focus on the supply 
side (i.e. grants, loans, tax incentives) even though many challenges can be found on the demand side (i.e. 
the 'know how' and social networks of the entrepreneurs themselves), although some policies on the demand 
side have been put in place such as incubators or angel investor networks. More research is also needed to 
understand the impact of supply-side support, in particular, whether it has crowded out private investment. 
The paper also identifies other areas that can impact on the success of new entrepreneurs such as regulatory 
and administrative barriers. The paper recommends that harmonised cross-country indicators are created to 
compare and to identify those policies that are working.  
 

3. European Parliament position 

3.1. Parliament resolutions 
A European Parliament resolution of 9 July 2015 on Building a Capital markets union,  notes that the financial 
integration in the EU has been in decline since the 2008 crisis with investors retreating to their home markets 
and that there are limited ways to secure funds outside bank lending, particularly for smaller businesses. It 
stresses the need to create a positive investment environment that recognises the cultural differences among 
Member States and to establish a genuine European Capital Markets Union (CMU). It notes that the lack of 
finance for SMEs is a serious obstacle to growth in the EU and that alternative investment approaches are 
needed along with the elimination of cross-border funding barriers. It emphasises that the CMU needs to 
centre on the end users, i.e. the businesses and the investors, and to ensure that there are more diverse and 
accessible investment opportunities open to them. It reminds the Commission that private equity and 
venture capital are important alternative financing sources for start-ups and calls on the Commission to build 
on their experience with EuVECA and EuSEF to develop additional funding instruments and to build a 
voluntary database with SME information to address the current information gap investors currently face. 
 
In its follow up to the resolution, the Commission indicated that it will consider and inform the European 
Parliament on how its recommendations have been reflected in its Capital Markets Union Action Plan. 

https://ec.europa.eu/programmes/horizon2020/en/news/assessing-potential-eu-investment-venture-capital-and-other-risk-capital-fund-funds
http://www.oecd.org/officialdocuments/publicdisplaydocumentpdf/?cote=DSTI/IND(2014)5/FINAL&docLanguage=En
http://www.europarl.europa.eu/sides/getDoc.do?pubRef=-%2f%2fEP%2f%2fTEXT%2bTA%2bP8-TA-2015-0268%2b0%2bDOC%2bXML%2bV0%2f%2fEN&language=EN
http://www.europarl.europa.eu/oeil/spdoc.do?i=25967&j=0&l=en
http://ec.europa.eu/finance/capital-markets-union/docs/building-cmu-action-plan_en.pdf
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The EuVECA legislation was adopted28 in plenary in 2013. The amendments by Parliament included adding 
clarifications and additions in the area of qualifying venture capital funds stating that 70 % of the fund's 
aggregated capital should be in qualifying investments. Additions were made to what constitute qualifying 
investments, i.e. secured or unsecured loans as well as equity and quasi equity. In terms of qualifying 
portfolio undertakings, in addition to the limits for determining an eligible SME, it added specific exclusions 
such as banks, investment firms, insurance undertakings and financial holding companies. These need to be 
in a Member State or in a non-EU country not listed as non-cooperative in terms of financial irregularities. A 
more detailed evaluation plan was added including extent of take-up, geographic and sector spread, the use 
of different qualifying investments, and potential to lower the investment threshold and for funds in non-EU 
countries to use the funds. 

When it came to EuSEF, adopted at the same time, changes were also made to the qualifying investments, 
extending the definition to include quasi-equity instruments, while the definition of qualifying portfolio 
investment included undertakings that were not trading on a regulated market or as a multilateral trading 
facility.29 They should be established in a Member State or in a non-EU country not listed as non-cooperative 
in terms of financial irregularities. 

Although the final legislation adopted in 2013 specified a minimum investment threshold of €100 000 as 
suggested by the Commission in its original proposal, it should be noted that the report by the Committee 
on Economic and Monetary Affairs, which was tabled for plenary in June 2012, had suggested a minimum 
investment threshold of €50 000 instead.  

3.2. Members' questions  

Written question by Cláudia Monteiro de Aguiar, (EPP, Portugal), 27 May 2016 
Ms Monteiro de Aguiar expressed concern about the lack of financing for SMEs and, in particular, the lack of 
alternative investment and the barriers to growth that start-ups suffer as a consequence. Since a new 
approach was needed to support these types of business, she asked what measures the Commission had put 
in place to increase financing for start-ups. 

Answer given by Ms Bieńkowska on behalf of the Commission 28 July 2016 
The Commissioner noted that several actions had been put in place to support SMEs, such as the Programme 
for Competitiveness of Enterprises and Small and Medium-sized Enterprises, which would provide around 
€25 billion of financing for at least 300 000 SMEs up until 2020. Other support included that from the 
European Fund for Strategic Investment and a specific SME-dedicated fund as part of Horizon 2020, the EU's 
research and innovation programme. There were also networks in place for SMEs to raise awareness and 
promote funding sources. In addition, a consultation on how best to support start-ups had been launched in 
March 2016. 

Written question by Hugues Bayet, (S&D, Belgium), 20 May 2015 
Mr Bayet drew attention to the performance figures on the Commission's 2015 innovation scoreboard, 
noting that the number of innovative businesses had fallen as had venture capital investments. He asked the 
Commission to give its view of the current situation for innovative small businesses, and to explain what it 
intended to do to support innovation and facilitate private sector investments in the EU. 
 
Answer given by Ms Bieńkowska on behalf of the Commission, 5 August 2015 
The Commissioner responded by stating that the main reason for the stagnation in innovative businesses had 
been the reduction in private investment, that further efforts were needed and that the Commission had 
taken various policy actions. The European Fund for Strategic Investments would contribute to investment, 
as would the Horizon 2020 and COSME programmes. The digital single market would also strengthen EU 
competitiveness. 

                                                           
28 As an agreement was reached between Parliament and Council, Parliament's position corresponds to the final legislative act, 
Regulation (EU) No 345/2013. 
29 A multilateral trading facility (MTF) is 'a multilateral system, operated by an investment firm or market operator, which brings 

together multiple third‑party buying and selling interests in financial instruments in a way that results in a contract in accordance 
with the provisions of Title II', Directive 2004/39, Article 4 (1) points 14 and 15. 

http://www.europarl.europa.eu/sides/getDoc.do?type=TA&language=EN&reference=P7-TA-2012-346
http://www.europarl.europa.eu/sides/getDoc.do?type=REPORT&mode=XML&reference=A7-2012-193&language=EN
http://www.europarl.europa.eu/sides/getDoc.do?pubRef=-%2f%2fEP%2f%2fTEXT%2bWQ%2bE-2016-004271%2b0%2bDOC%2bXML%2bV0%2f%2fEN&language=EN
http://www.europarl.europa.eu/sides/getAllAnswers.do?reference=E-2016-004271&language=EN
https://ec.europa.eu/programmes/horizon2020/en/what-horizon-2020
http://ec.europa.eu/growth/tools-databases/newsroom/cf/itemdetail.cfm?item_id=8723
http://www.europarl.europa.eu/sides/getDoc.do?pubRef=-%2f%2fEP%2f%2fTEXT%2bWQ%2bE-2015-008032%2b0%2bDOC%2bXML%2bV0%2f%2fEN&language=EN
http://www.europarl.europa.eu/sides/getAllAnswers.do?reference=E-2015-008032&language=EN
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2004:145:0001:0044:EN:PDF
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4. Stakeholder consultations and surveys 

A consultation on the review of EuVECA and EuSEF was held between September 2015 and January 2016.30 
In total 46 responses were received with 43 allowing their responses to made public. Here follows a short 
summary based on those 43 responses.31 The consultation was based mainly on closed questions to which 
respondents had to answer yes or no. The responses received came mainly from industry associations (16) 
and public authorities (13). Six responses came from businesses but no small businesses appear to have taken 
part. Eleven respondents came from the UK, while eight were from Belgium (generally EU-wide interest 
groups), four from France and three from the Netherlands. The make-up of the respondents was reflected in 
the answers in the sense that while most had an opinion on the broader questions around the schemes, 
about half of respondents did not feel able to answer more specific questions around the practicalities of 
managing the funds. Generally, more respondents answered questions about EuVECA than regarding EuSEF.  

Most respondents agreed with the statement that managers authorised under the AIFMD should be able to 
offer EuVECA (34/43) and EUSEF (28/43) to their clients; in fact only one respondent disagreed. Almost half 
of the respondents32 favoured changing the €100 000 minimum investment threshold, while most others had 
no opinion/did not provide a response. Opinions differed in terms of alternative solutions with some arguing 
for a wealth test and others suggesting a maximum investment threshold. Respondents favouring a lowering 
of the threshold felt it would make it easier for investors to spread their risks, broadening the investor base 
and making it easier to attract social investments. Those defending the status quo argued that lowering the 
threshold would mean additional consumer protection and regulation would need to be brought in while 
others felt that the threshold was a good reflection of those most likely to use the scheme, i.e. professional 
investors. This question saw some clear divisions between the public authorities that responded to the 
consultation. 

The consultation also included some more technical questions about the schemes. Here a majority of 
respondents did not provide an answer or did not know, for example regarding whether the registration 
requirements or costs were appropriate, whether requirements for fund managers to have minimum own 
funds were proportionate to the benefits of the funds or whether non-EU managers should be able to use 
the funds. In terms of whether the qualifying criteria for EuVECA were appropriate, most of those who 
responded33 felt they were not and supported changing the limits. Some argued that the current restrictions 
did not allow fund managers to be sufficiently flexible in their investment decisions and that the criteria did 
not take properly into account the fact that some sectors could have quite large number of employees early 
on. 

On the main barriers to EuVECA about half of the respondents gave an answer with most saying that the 
differences between Member States in terms of fees and administration was the main barrier. When it came 
to EuSEF, this was also highlighted as a main barrier along with the lack of marketing of the scheme and 
difficulty in using the social impact requirement in practice. Many also felt that it was important to ensure 
that the regulatory burden was kept low and that a holistic approach to all EU schemes was needed to ensure 
that improvements to one scheme did not lead to decreased competitiveness in another. When asked 
directly about it, quite a few respondents were positive to tax incentives being used. 

The consultation on building a Capital Markets Union ran from February to May 2015 and attracted 422 
responses. Almost 90 % of these (375) agreed for their responses to be made public. The consultation looked 
at how to improve access to funding and how to diversify it while also ensuring a more effective internal 
capital market. The questions were both general and specific to funding schemes. There were two questions 
that specifically mentioned the EuVECA and EuSEF regulations (whether larger fund managers should have 
access to these funds and what other changes could be made). In total, 68 out of 375 respondents replied to 
the first question with most of these favouring changes to the regulation. In addition to changes to the types 
of fund manager, a number of other suggestions were also put forward such as lowering the threshold for 

                                                           
30 A summary of responses can be found in Appendix 7 of the impact assessment. 
31 The author has reviewed and re-classified some of the answers, hence there may be some discrepancy with other sources. 
32 Twenty respondents agreed, 10 disagreed for EuVECA and 18 for EUSEF, while four disagreed. 
33 About six out of 10 respondents to the consultation answered this question. 

http://ec.europa.eu/finance/consultations/2015/venture-capital-funds/index_en.htm
http://ec.europa.eu/finance/consultations/2015/capital-markets-union/index_en.htm
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minimum investment or introducing tax incentives. Those who did not want to see changes mainly argued 
that the legislation had been in place for such a short time and that more time and research was needed to 
improve understanding of the lack of take-up before changes were made. Some respondents also felt that 
there were other issues stopping investors from using the funds, in particular, other cross-border funds 
already on offer for large fund managers, and a focus on the domestic market for smaller mangers and 
therefore no demand for the EuVECA or EuSEF.  

A Call for evidence: EU regulatory framework for financial services was launched in September 2015. In total 
288 responses were received with 240 allowing their responses to be made public, most respondents were 
companies (216) while 24 public authorities also responded. The respondents could choose which financial 
schemes to submit views on, and some provided evidence and opinions on EuVECA and EuSEF. In general the 
views of stakeholders were along the lines seen in the two consultations summarised above. 

It should be noted that the same stakeholders often submitted evidence across the three consultations. 

AFME growth initiatives 2015 – Bridging the growth gap 
AFME, representing the interests of European wholesale financial markets, undertook a series of interviews 
with investment firms and industry associations in the autumn of 2014 comparing the capital markets in the 
USA and Europe. Interviewees felt that the amount of financing available was not the key barrier. The study 
pointed out that US business culture had a higher risk appetite, and more diverse funding sources. It also 
noted the lack of awareness among many SMEs of alternative funding sources and a general preference for 
bank loans. Some of the key barriers to investment in Europe included a fragmented market, with national 
differences in terms of the application of rules and/or taxes and other incentives, language differences and 
difficulty in finding reliable information to compare cross-border investment risks. Potential solutions 
included providing SMEs with more consistent and accessible information about alternative investment, 
increasing SMEs' incentives to use alternative investment and addressing tax code preference for debt over 
equity. 

In its online repository (URBIS), the European Parliament holds further position papers related to venture 
capital, from stakeholders such as the House of Lords, and the UK and German Chambers of Commerce and 
Industry.  

5. European Central Bank  

The European Central Bank (ECB) issued its opinion on the proposed legislation on 12 September 2016. The 
ECB was broadly supportive of the initiative, but suggested some amendments related to the fund 
registration process. In particular, it supported the use of standardised statistical information concerning 
institutions, products and transactions and proposed that the Legal Entity Identifier (LEI) be a mandatory 
requirement to help stakeholders to clearly identify the funds and their authorised managers and that the 
International Securities Identification Number (ISIN) be used to identify these funds' units or shares. In 
addition, in line with the proposal to ensure that funds were registered with ESMA, the ECB proposed to 
include a requirement to also provide LEI and ISIN in the ESMA-managed database. 

6. European Economic and Social Committee  

In January 2014, the European Economic and Social Committee (EESC) started working on its Social 
Entrepreneurship, Make it Happen project to promote and develop a system where social enterprises could 
thrive. Since then various events have been organised and several opinions related to this topic have also 
been adopted by the EESC.  

In an opinion from September 2015 on the Financial ecosystem/social enterprises: the EESC put forward 
various suggestions to strengthen and develop further social economy enterprises. It argued that national 
action plans with the broad involvement of stakeholders from civil society would be key to progress and that 
Member States should act as co-investors and consider tax incentives to attract investors. In an opinion from 
September 2014 on social impact investment, the EESC welcomed measures in this area while adding that 
they should not replace core public financing in the social sector. It recommended hybrid capital solutions 
for social impact investments and noted that the specific characteristics of social enterprise should be 

http://ec.europa.eu/finance/consultations/2015/financial-regulatory-framework-review/index_en.htm
http://www.afme.eu/funding-economy/
http://urbis.europarl.europa.eu/urbis/
https://www.ecb.europa.eu/ecb/legal/pdf/en_con_2016_44_f_sign.pdf
http://www.revesnetwork.eu/news.php?zcid=633
http://www.revesnetwork.eu/news.php?zcid=633
http://www.eesc.europa.eu/?i=portal.en.int-opinions.35932
http://www.eesc.europa.eu/?i=portal.en.int-opinions.32426
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considered when developing new investment tools. It also noted that it was equally important to focus on 
capacity building, particularly in those Member States where social enterprise was not very developed.  

The Committee's opinion on the current proposals on EuVECA and EuSEF has yet to be finalised. 
 

7. Conclusion 

The evidence available shows that a variety of reasons may be behind the lack of take-up of EuVECA and 
EuSEF. Some issues may relate to the venture capital market in Europe as a whole: its limited size and historic 
lack of returns. However, given the better take-up of schemes under the AIFMD for example, there are clearly 
some specific issues linked to the two schemes in question.  

The proposed amendments look to go some way to address a number of the key issues highlighted by 
stakeholders, in particular, the inconsistent implementation of the regulations. However, the regulations 
have only been in force for a relatively short period of time which makes it difficult to assess any long-term 
impacts of the schemes. A lack of quantitative data also somewhat hampers the assessment which is mostly 
based on consultations with those stakeholders who have engaged in these Commission initiatives. 

To ensure that all potential barriers to take-up were explored, a greater effort could have been made to 
capture stakeholder feedback, particularly from potential investees, i.e. start-ups and other small businesses 
as well as from those currently managing funds registered under EuVECA and EuSEF. 

Although the proposal clearly sets out the need for an early review, for consistency, a broader evaluation 
including all statutory review undertakings may have provided a clearer overview and placed these 
investment schemes more clearly within the wider context of all collective investment tools. 

While the consultations and current review covered most of the areas flagged up by Parliament for 
evaluation, it will be important to ensure that the right monitoring tools continue to stay in place to monitor 
the up-take of the schemes, and what impact changes to the schemes may have on investors and investees 
as well as on the geographical spread of venture capital in the EU. 

 

8. Other sources of information 

Cambridge Centre for Alternative Finance 
Invest Europe  – various research papers and datasets, including 

  2015 European Private Equity Activity 

 European Private Equity Activity Data 2007-2015 

European Investment Fund (EIF) – Various working papers including: 

 European Small Business Finance Outlook, June 2016 

 The European venture capital landscape: an EIF perspective, June 2016 

 The Performance and Prospects of European Venture Capital, May 2011 

OECD – Entrepreneurship at a glance  
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