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1. Is the regime proposed by the Commission (COM(2011)0860) appropriate and sufficient 
to boost the European Venture Capital industry, and thus to enhance SMEs' access to 
equity finance?

The measure to create a “European venture capital fund” passport as a stand-alone instrument is, in 
general, a good measure. It will create a better understanding of venture capital (VC) as an asset class, 
and clearly identify which funds can be called “European venture capital fund”. It should enhance 
their marketing efficiency towards investors in VC funds. As European VC funds are small compared 
to US VC funds, this measure might increase the average size of a single VC fund and increase the 
number of funds operating in Europe. It is to be applauded that the EU seeks to increase cross-border 
fundraising and investing by VC funds, as studies have shown that having cross-border investors 
spurs the growth of VC portfolio companies.

Will it solve all the problems relating to SME development? No, as VC is only relevant for a very 
small (but important) fraction of the SME population, namely the high growth oriented and cash 
constrained SMEs. Increasing the availability of VC in Europe is nevertheless important, as studies 
have shown that we are confronted with a chicken-and-egg problem: entrepreneurs, who perceive a 
lack of VC (or other financing sources) will automatically restrain their growth ambitions, leading to 
firms that develop suboptimally.

2. How should the regime be implemented in practice?

With respect to the implementation as stated in the proposal, I have some concerns.

Article 3 Definitions:
“‘Qualifying VC fund’ invests at least 70 percent of its aggregate capital contributions and uncalled 
committed capital in assets that are qualifying investments”
Problem: how will the 70% be measured? VC funds typically invest their proceeds during a 3- to 4-
year period, in which the investments are far below 70% of aggregate capital contributions and 
uncalled committed capital. After 6 to 7 years, they sell their participations (everything has to be sold 
after typically 10 years) and hence drop again well below the 70% threshold.
“’qualifying investments' means equity or quasi equity instruments…”: this is restrictive. VC funds 
often use other financial instruments along (quasi) equity, such as subordinated debt. It strongly 
depends on the legal environment in a country whether a particular instrument is labelled ‘(quasi) 
equity’ or ‘debt’. There should hence be some room to allow for debt instruments, but I agree that the 
equity component should prevail.

’qualifying investments' are limited to instruments that are issued by portfolio companies, hence 
exclude the acquisition of existing shares. While I agree that the majority of the VC investment should 
go to the portfolio company, I suggest to allow the acquisition of existing shares to a limited extent. 
There may be reasons why it makes sense to buy out some shareholders. For example, this would 
allow early business angels to exit when VC funds step in. At that time, the active role of business 



angels is often over. Allowing (and even promoting) the acquisition of business angels’ shares by VC 
funds incentivizes business angels to reinvest their proceeds in new early stage ventures.

Article 6: Eligible investors
“Marketing to other investors such as certain high-net worth individuals is only allowed if they
commit a minimum 'ticket' of EUR 100 000. For those other investors, however, specific safeguards 
should be laid down…”

- The minimum ‘ticket’ of €100.000 seems too high, especially for smaller investors in, for 
example, early-stage investment funds in which mainly business angels invest. I would plead 
for a lower ticket.

- Many VC funds work with the principle of “feeder funds”, in which smaller investors are 
grouped and the feeder fund then invests in the focal VC fund. Are these entities allowed? 
This is beneficial, as it gives the smaller investors together a larger stake in the VC fund, and 
hence a relatively larger control. And what with “fund of funds”? These should also be 
allowed.

Article 5: Use of debt by the VC fund
“The venture capital fund manager shall not borrow, issue debt obligations, provide
guarantees, at the level of the qualifying venture capital fund…”: this should absolutely be kept in the 
final proposal. I fully agree.
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