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Tämän tutkimuksen tavoitteena on selvittää, mitkä asiat ovet bisnesenkeleiden 
tärkeimpiä sijoituskriteereitä sijoituksen alkuvaiheessa. Tutkimusmetodologiana on 
yksittäinen kvalitatiivinen menetelmä. Tutkimus toteutettiin useina tapaustutkimuk-
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miksi bisnesenkelit sijoittavat tiettyihin yrityksiin ja miksi he hylkäävät suurimman 
osan investointimahdollisuuksista.  
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The purpose of this study is to get to know the attributes of the most important in-
vestment criteria of business angels in the pre-investment phase.  The research 
methodology is a mono-method qualitative study and the research strategy is a 
multiple case study. The data collection was made through semi-structured inter-
views. The interviews were done with very high profile Finnish business angels 
who have a plenty of expertise and tens of years of experience about investing as 
a business angels.  
 
The research both contributes to the existing literature but also provides new in-
sights for the investors, entrepreneurs and policy makers. Results show that the 
one thing that affects the most to business angel’s decision making is the entre-
preneur and the team.  Important finding is that networks have a big impact to the 
decision making also in the very beginning of the investment process. Other find-
ings are for e.g.: intuition and vision has a big affect, distance is important, dis-
crepancy between entrepreneur and the investor and the amount of deal flow is 
huge. 
 
This study will be of interest to business angels, entrepreneurs, students, re-
searchers, angel communities and policy makers. Additionally to everyone whom 
is interest about business angel investing. This study helps to understand why 
business angels invest in certain companies and rejects most of the start ups ap-
plying finance. 
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1. INTRODUCTION 
 

The aim of the master’s thesis is to deepen the understanding on how business 

angels make investment decisions. More specifically, this research focuses on 

what are the criteria for making the investment and what are the key criteria to 

reject the investment opportunity. The researcher tries to understand what at-

tributes should a company have so that the business angels would make the in-

vestment.  

 

This study will be of interest to business angels, entrepreneurs, students, re-

searchers, angel communities and policy makers. Additionally to everyone 

whom is interest about business angel investing. This study helps to understand 

why business angels invest in certain companies and rejects most of the start 

ups applying finance. 

 

This chapter introduces the topic of the research and motivation of the study. 

After that is presented the research problems and objectives, definitions and 

delimitations of the study. In the literature review the reader is familiarized with 

the earlier findings about the business angels. Finally in the end of this chapter 

the structure of the thesis will be explained. 

 

1.1. Background of the study 
 

There are companies born all the time all over the world. These companies, 

start ups, are in a huge need of capital, money and advisors and there is no 

way that a public capital can fulfill all these needs. That is why there has been 

born a private equity sector where venture capitalists and business angels fund 

these start ups. The competition in the market and also about the funding is 

tough and only some of these companies get funding. And from these funded 

companies only few get success and they become the multinational corpora-

tions that lead the market. But how do the business angels make the decisions 
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on which companies to invest and which ones not? How do the business angels 

evaluate the start up’s chances to make a success story? What are all the dif-

ferent things that affect the decision-making of the business angel? The pur-

pose of this thesis is to study how Business Angels make their decisions when 

investing in start ups.  

 

A growing group of researchers have proven the significance of business an-

gels as a source of finance for new companies, start ups (Kelly and Hay 2003). 

Angel investing has enabled many companies to international success stories. 

For example in USA business angels have funded Bell Telephone in 1874, Ford 

Motor Company in 1903 and Apple in 1977. (Van Osnabrugge and Robinson 

2000) 

 

A lot of business angel investment decision research has been done; mostly 

describing what criteria is linked to success or failure (Riding et al. 2007, Harri-

son et al. 2002). Landström (1998) stated that our knowledge for the criteria for 

business angel decision making is quite limited. Academics have suggested 

that further studies needs to be done to deepen the understanding of business 

angel investment decisions (Mason and Harrison 1996a, Haines et al. 2003, 

Feeney et al 1999, Sudek 2006, Elitzur and Gavious 2003) Additionally 

Westhead and Wright (1998) have stated that there needs to be more studies 

so that the policy makers and support agencies can make better movements for 

the different stages of the investment process. The understanding of business 

angel decision making is not only an important research question but it can also 

help practically entrepreneurs and their advisors by providing them help to get 

their company investment ready (Mason and Kwok 2010) and training business 

angels (San José et al. 2005). Furthermore angel communities may put to ac-

count the understanding (Maxwell and Levesque 2014) 

Sudek (2006) stated that it is important to pursue empirical research of business 

angel investment process and before that it is needed to understand how busi-

ness angels make their investment decisions. Secondly he suggested that the 

understanding of how investors distinguish a good management team enables 
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us to get more in depth in the investment process. Thirdly he noted that the 

most important investment criteria needs to be studied more in-depth. These 

are the reason why this study was done: for the researcher to get to know the 

attributes of the most important investment criteria. The method was chosen to 

be semi-structured interviews that would enable the researcher to not only ask 

questions but also to discuss with business angels and to be able get the con-

versation more in-depth compared to for example sending a questionnaire via 

email.  

There are several reasons why this study is important. Small and medium size 

enterprises are considered as an engine of economic growth nowadays and a 

source of innovation. Still there is only limited information available about SME’s 

and the private capital markets funding them in Finland. (Hyytinen and Pa-

jarinen 2002) In a research made in Canada, only 6% of the investment oppor-

tunities were considered further after the initial screening stage (Haines et al. 

2003). Financing these start ups is crucial to economic growth, creating new 

jobs (Sudek 2006). Academics have pointed out that there needs to be more 

studies to fully understand the decision making of Business Angels (Mason and 

Harrison 1996, Sudek 2006, Lahti 2011, Harrison and Mason 1992). 

 

This research is also very current as the venture capital investments are rapidly 

growing globally and in Finland. In 2015 the investments to the start ups were 1 

billion euros compared to 2014 the investments were 717 million euros. The 

growth was 39%. In Finland the Venture capital investments compared to GDB 

is the highest in Europe (FVCA, 2016). Furthermore also business angel in-

vestments are radically increasing. In 2016 Finnish business angels invested 

record-breaking 53 million euros to start ups (see table 1 below). The rise was 

43% compared to earlier year. At that year there were at least 324 start ups that 

got financing from a business angel. (FIBAN 2017) From the table below we 

can see that the business angel investments are really in a high growth. We can 

come to conclusion that business angel investments are really a considerable 

financial segment in Finland nowadays. Every year there are more and more 

different start up events (for e.g. Slush, Polar Bear Pitching, Arctic 15 etc.) and 
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also the universities entrepreneurship societies gets bigger and more innovative 

every year. This research is very current also therefore that start ups are almost 

every day in different media and newspapers. Finland invests a lot in start ups 

for example there are a lot of different funding available (Tekes), business incu-

bators, Entrepreneurship societies, business accelerators etc. 

 

Table 1 Business angel investment development in Finland (FiBAN 2017) 

		 2012	 2013	 2014	 2015	 2016	

Business	angels	invest-

ments	
24	M€	 24	M€	 33	M€	 37	M€	 53	M€	

Companies	funded	 About	100	 About	200	 238	 322	 324	

Average	investment	€	 60.000	 49.000	 68.000	 54.200	 72.600	

Median	investment	€	 30.000	 25.000	 25.000	 20.000	 20.000	

 

 

This study will be of interest not only to academics, private equity investors and 

government, policy makers as well as business angels but also for start ups 

seeking information about financing. By reading this study business angels can 

learn what other business angels think about the decision making of the in-

vestment and maybe improve their decision making process or notice some-

thing new. Additionally hopefully start ups can have a better understanding of 

what are the core things business angels seek for and maybe improve their 

companies business and strategy to meet the standards. 

 

1.2. Research objective and research question 
 

Author’s goal is to extend the existing empirical literature by interviewing busi-

ness angel funders to understand what are the different factors affecting in-

vestment decisions and to find out how these decisions differ from each other 

and is there any similarities. Maxwell et al. (2011) divided the decision making 

into eight themes; market potential, product adoption, protectability, entrepre-
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neur experience, product status, route to market, customer engagement and fi-

nancial projections. Sudek (2006) found out that business angels focus on four 

main themes, which are: the passion of the entrepreneur, the trustworthiness of 

the entrepreneur, the quality of the management team and the existence of an 

exit strategy or another way to liquidate the investment. In this thesis the criteria 

is divided into five different themes to make the understanding easier. These 

five themes are: entrepreneur and the team, market, product/service, finance 

and the investor. These five themes include for example the following criteria: 

portfolio, strategy, exit, technology, tools to value companies, industry, competi-

tion, terms of contract, gut feeling, customer acquisition, investors ability to add 

value to the company and a team experience.  

 

This study contributes to improve our understanding of business angel’s deci-

sion making. The interviews are done with very high profile Finnish business 

angels who have a plenty of expertise and tens of years of experience about in-

vesting as a business angels. The study seeks to create a deeper understand-

ing of the decision making of criteria investors and shed a new light on how it 

differs between business angels. 

 

The research question is: 

 

RQ1: What are the specific attributes that affect the business angel decision 

making? How Business Angels makes the investment decisions? 

 

Research design is a plan that tells how the author is going to get an answer to 

the research question (Saunders et al 2015, 163). To answer the research 

question qualitative data is used in this study. More details of the research 

methods and strategy are told in chapter four.  
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1.3. Theoretical framework  
 

The theoretical framework of this study combines the investment process by 

Paul et al. (2007) and the attributes affecting the business angel decision mak-

ing. In the figure 1 investor fit means how investor’s background, know-how 

about the market, industry and technology encounter the start up’s needs (Ma-

son and Stark 2004). Investor fit means how suitable the investment opportunity 

is when considering investor’s personal criteria (Tversky and Kahneman 1973, 

1974). The market factors include the market size, distribution, customer en-

gagement, growth potential and market dynamics (Feeney et al. 1999). The in-

vestment process will be discussed in chapter 2 and the attributions affecting 

the decision making will be discussed in chapter 3. 
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Figure 1 Theoretical Framework 
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This thesis focuses only to pre-investment phase, the three first steps (familiari-

zation stage, screening stage and bargaining stage), which are done before the 

investment. These steps are crucial to the investment decision. The post-

investment phases, managing stage and harvesting stage, are also explained in 

chapter two to create an understanding of the whole process.  

 

1.4. Literature review 
 

Business angels have been less studied phenomenon in history compared to 

institutional investors. The reason for this is that institutional investors have 

been more visible and availability of the data. (Mason and Harrison 2000, 222) 

Researchers came interested about business angels in the USA in 1950’s and 

1960’s when there were studies about technological start up funding (Avde-

itchikova et al. 2008). 

The first researches studying informal venture capital were done in USA and in 

UK. These studies tried to describe the attitudes, behavior and characteristics. 

In 1980’s there were studies about business angels worldwide. In 1990’s the 

studies considering business angels became more diverse because of the more 

wide research themes. New themes were for example the process of decision 

making and the relationship between the entrepreneur and the investor. (Mason 

and Harrison 2000) The private equity industry in Finland is still relatively young 

and therefore there are only a few studies conducted in Finland. There are only 

two studies that discusses about business angel decision-making; Lahti (2011) 

and Lumme, Mason and Suomi (1998). Lumme et al (1998) was the first study 

in Finland in this area. They did a research of how Finnish business angels op-

erate by gathering a data in 1994. Lahti (2011) did quite a same research as an 

update for the previous one and the data was gathered in 2006. These studies 

have limitations in their samples, measures and methodologies. The results 

may be biased which limits their reliability. These are the reasons why this topic 

needs more research. Additionally Lahti (2011) points out that there are only 

very limited research about Finnish business angels. One reason why there 
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might not be so much of a studies about business angels is that there are no 

public data about their decisions, investments etc. That is why this study area is 

called informal venture capital market (Paul et al. 2006). Business angels don’t 

report to any public data systems and they usually wish to remain anonymous 

(Mason and Harrison 2002, Mason 2007). The market is really huge compared 

to formal venture capital market (Mason and Harrison 1996) some say over 

twenty times bigger when counting the companies funded (Mason and Harrison 

1995) and two to five times bigger in terms of money (Mason and Harrison 

1993).  Moreover the potential size of the informal venture capital market is re-

markably greater that these figures. There are three reasons for this; the first 

one is that most business angels can’t find enough companies to invest in be-

cause the opportunities don’t meet their criteria. Secondly entrepreneurs reject 

some offers that business angels make (Linc 1994). Third, there are “virgin an-

gels”, business angels that have the capability to invest but have not invested 

for some reason (Wetzel and Freear 1995). 

 

Business angels argue that there are only few good opportunities to invest be-

cause entrepreneurs can’t find investors due to market inefficiencies. That is 

why there have been established a number of Business Angel Networks (BAN) 

around the world to coordinate the contacts, to create a business angel com-

munity and to ease the finding between investors and entrepreneurs. (Mason 

and Harrison 2002a) 

Table 2 (below) presents where a company gets funding in different stages 

Usually start ups are funded by entrepreneurs own money and money lent from 

their families and friends (usually known as Friends, Family and Fools). After 

these funds are used they need business angels because start ups are still too 

small for venture capital funds (Mason 2007) Business angels are widely rec-

ognized as very important source of finance to seed and start up companies 

(Mason and Harrison 1996a). 

 



  10 

 

 

 

In literature there are usually known seven (7) different stages of a company 

growth. These are seed, start up, later stage venture, growth, res-

cue/turnaround, replacement capital and buyouts. In this thesis we will talk gen-

erally about start ups (or companies) which is well-established term referring to 

seed and start up companies. (FVCA 2017) 

 

Table 2 Finance sources (FiBAN 2012) 

Finance	from	 Entrepreneur	 Business	angels	 Venture	capitalists	

		 Family	 		 		

		 Friends	 		 		

Stage		 Seed	 start	up	 later	stages	

 

 

1.5. Definitions and key concepts 
 

The most important concepts related to the study are explained in this chapter. 

 

Venture capital  
 
”Independent, professionally managed, dedicated pools of capital that focus on 

equity or equity-linked investments in privately held, high growth companies.“ 

(Gompers and Lerner 2001, p.146) 

 

Business angel 
 
Business Angels are high net worth individuals that invest their own money to 

start ups that have high growth opportunity. Angels don’t only invest money to 

start ups but also their own knowhow and contacts. They often offer their expe-

rience in developing the business. (Etula 2014) 
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IPO 
 
Initial Public Offering –means that the company’s stocks goes public. By this the 

private company changes to public company.  

 

IPR 
 
Intellectual property rights. This means the immaterial rights the company has. 

 

FiBAN 
 
“FiBAN (Finnish Business Angel Network) is a Finnish, national, non-profit as-

sociation of private investors that aims to improve the possibilities for private 

persons to invest in unlisted potential growth companies. The association’s 

work is based on the activity by private investors and cooperates with networks 

supporting high-growth goals.” (FiBAN n.d.) 

 
EBAN 
 
“EBAN (European Business Angel Network) is the pan-European representative 

for the early stage investor community, gathering 197 member organizations in 

59 countries today. Established in 1999 by a group of pioneer angel networks in 

Europe with the collaboration of the European Commission and EURADA, 

EBAN represents a sector estimated to invest 6,1 billion Euros a year and play-

ing a vital role in Europe’s future, notably in the funding of SMEs. EBAN fuels 

Europe’s growth through the creation of wealth and jobs.” (EBAN 2017) 

 

1.6. Limitations of the thesis 
 

Even though this thesis increases and deepens the understanding of business 

angel decision making there are some limitations considering this study. Firstly 

it is done with a limited time. For some big studies the authors gather data for 
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many years. This study was done with less than five months so there were big 

limitations concerning the writing time and data gathering. The generalization of 

the results may be questionable because of the small sample size. Furthermore 

as the author only interview Finnish business angels the findings may not trans-

late to other countries directly. Regardless the findings may be widely applica-

ble and to help understanding business angels decision-making in other coun-

tries as well. 

 

This study is a qualitative multiple case study, which results in theoretical and 

managerial delimitations. The research is narrow and focused only on one side 

of the investment, it doesn’t consider about the companies and the entrepre-

neurs. Also as only one person does the questionnaire and interviews there 

might be biased observation. The author is aware of these problems and this 

research is done the research as objectively as possible. There is a weakness 

that this study may not provide a representative picture of the whole Finnish 

business angel population. This was taken into account when gathering the da-

ta. Interviewees were not only from one sample frame. Business angels in this 

study had a very impressive investment history both in terms of years but also 

in the number of investments. Furthermore there were women and men and the 

interviewees were different ages and from different backgrounds to broaden the 

sample.  

 

The data collection could have been done with complementing methods to in-

crease the depth of analyses of the study. Many authors (Mason and Stark 

2004, Sudek 2006) have stated that the best way to examine business angel 

decision-making is to make real-time studies that observe the decision-making 

as it happens.  

 

Due to the limited time the thesis does not consider the decision making theory, 

behavioral economics. From the whole investing process this study does not fo-

cus on the whole process. It only takes note of the process before the invest-

ment is made; pre-investment phase, therefore the managing stage and har-

vesting stage are not studied. This study does not take into consideration 
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whether the investment is success or failure. Also this thesis does not take into 

account whether some investment opportunities that were rejected by business 

angels were a success. So this study does not measure whether the decision 

made by business angels were felicitous.  

 

1.7. Structure of the thesis 
 

The structure of the thesis is set as follows (see figure 2). This study begins with 

an introduction to the topic and goes through earlier literature researched. 

Chapter one also states the aims of the study and explains the definitions and 

key concepts. Additionally the research question is presented and the limita-

tions of the study. 

 

 



  14 

 

 

 

 
Figure 2 Structure of the thesis 

 
The second chapter will express what is private equity and how business an-

gels and venture capitalists differ on each other. It tells who business angels 

are and their typical characteristics. The second chapter also introduces busi-

ness angel groups and finally demonstrates the investment process of business 

angels and describes what happens in each stage. 

 

Chapter number three will present the literature review of business angel deci-

sion making. There are a vast amount of issues that impacts on the business 

angel investment decision. In this study the decision criteria are divided into five 

categories, which are: product, market, entrepreneur/management team, finan-

cial part and investor related issues.  
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In chapter four will be presented the research design. This chapter introduces 

the research methodology, the data and find out if this study is reliable and val-

id. After that chapter five will present the results and findings of the study.  At 

last chapter six will handle the discussion and conclusions.  
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2. BUSINESS ANGELS AND INVESTMENT PROCESS 
 

This chapter goes through the most important literature about Business Angels 

and their decision making. It is important to understand what is private equity, 

who are business angels and what they do. As business angels are not the only 

source of money to companies it is important to understand venture capital and 

the differences between these two.  

 

This chapter will explain what is private equity and how business angels and 

venture capitalists differ from each other. After that is explained what is the pro-

cess of business angel investing. We will explain what is exit and what are the 

different forms of it. There are several options for exit; trade sales, initial public 

offering, buy backs, refinancing and write-off.  

 

2.1. Who business angels are 

There are many issues that define business angels. Here are presented eight of 

them. First of all business angels are wealthy private investors who invest into 

start ups that are seeking for seed, start up or early stage capital (FVCA and 

PWC 2006, Haar et al. 1988, Mason 2007, Van Osnabrugge 2000, Morrissette 

2007) and in which they have no family or a friend connection (Mason, 2006; 

261, Gaston 1989). Secondly business angels have usually been entrepreneurs 

themselves (Kerr et al. 2011, Morrisette 2007, Lumme et al. 1998) and they are 

really experienced as investors (Haines et al. 2003). Thirdly business angels 

have significant net worth (Morrissette 2007, Mason 2007). For example in a 

study made by Gaston (1989, 14) he found out that the median net worth of a 

business angel was $750.000.  

Fourthly business angels invest their own money (Morrisette 2007). By doing so 

business angels are able to make very quick investment decisions (Freear et al. 

1995) and they can change their investment criteria when a good company 

comes in their way (Mason 2007). Fifthly business angels are also usually well 

educated and have a university degree (Morrissette 2007, Sudek 2006, Haar et 
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al. 1998, Mason 2007). Sixthly business angels invest to non-quoted compa-

nies. They invest in start ups that have a good potential to expand and develop. 

(Lauriala 2004) Business angels invest in these companies because they enjoy 

being involved in entrepreneurial environment (Botelho 2017). Indeed, many re-

searchers have found out that business angels are former successful entrepre-

neurs (Brettel 2003, Mason et al. 1991, Wetzel 1981). Lahti (2011) found out 

that 83% of the Finnish business angels were formal entrepreneurs. On aver-

age they had found 2.8 companies. Compared to Lumme et al. (1998) who 

found that 95% of the Finnish business angels had started an entrepreneurial 

business.  

Seventhly business angels are motivated by financial gains (Mason 2007, Haar 

et al. 1988, Mason and Harrison 2002a, Riding 2008). Eighthly and lastly busi-

ness angels want to have a hands-on role in the company to enhance the value 

of their investment (Ardichivili et al. 2002, Tashiro 1999, Harrison and Mason 

1992). 

Most of the business angels are middle-aged men (Sudek 2006, Mason and 

Harrison 2002). Usually there are only 5% of women in the business angel pro-

portion depending on the country (Harrison and Mason 2007). In Finland there 

were 62 female business angels, which was 11% of all business angels in 2016 

(FiBAN 2017). Business angels are usually 45-65 year old (Mason 2007).  

Kerr et al (2011) tell that business angels have had a lot less attention in litera-

ture than venture capitalists. They also argue that business angels and venture 

capitalists differ in many ways. Usually venture capitalists have more experi-

ence about investments and they have more money to invest in. Business an-

gels have also other than financial selection criteria’s that venture capitalist 

have for example when analyzing the investment, screening the company and 

making contacts. Corporate venture capitalists must invest their money within a 

certain time whereas business angels have also other choices where to invest 

their money if they cannot find a proper start up to invest in and they have more 

time to choose a good start up. Also business angels have more time to work 

with the company that venture capitalists have, this is due to that business an-
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gels usually have less investments in companies than venture capital investors. 

Additionally business angels have less money to invest than venture capitalists 

so they don’t have the ability to diversify their risk to such a level as venture 

capitalist have. This leads to business angels trying to avoid investing in bad 

start ups more than trying to find good ones.  

 

Substantive in business angel investments is not only the money they invest but 

also the really essential part is the knowhow and networks they have. (FiBAN 

2012) Business angels have usually a very active hands-on role in the company 

they invest in. (Van Osnabrugge 2000) Usually business angels have a large 

social network for example in certain industry, which can be very useful for the 

entrepreneur (Sørheim 2003). Involvement in the company’s operations also 

reduces risks such as information asymmetries and moral hazard (Mason 

2007). Madill et al. (2005) found out that business angels rather think how they 

can contribute to the business instead of how they can support it by money. Be-

cause of the hands-on role the business angels can be considered as value 

adding financiers (Mason 2007, Mason and Harrison 1997, Politis 2008).  

 

Business angels have found to be more dependent on the people they invest 

than any other investors (van Osnabrugge 2000, Mason and Stark 2004, Land-

ström 1998). They especially focus on the relationship between themselves and 

the entrepreneur (Landström 1998). As Morrissette (2007) said business angels 

don’t do the investing only because of financial reasons. They do it for fun and 

enjoy the challenges and also like to help new entrepreneurs. Furthermore 

Wetzel (1994) state that business angels are attracted to challenges, enjoy 

making use of their experience and wants to create employment. 

 

Morrissette (2007) found out that usually business angels have only three start 

up investments in their portfolio and they make a new investment every 18-24 

months. Whereas Stedler and (Peters 2003) did a study in Germany and found 

out that business angels usually have one to five start up investment in their 

portfolio and they make one or two new investment every year. Business angels 
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usually invest in industries and technologies they have experience from (Feen-

ey et al. 1999). 

 

Business angels have really high rejection criteria (Mason and Harrison 195, 

Feeney et al. 1999). For example in UK only 8% of the proposals were accept-

ed (Mason and Harrison 1994) in Canada the equivalent number was 6% 

(Haines et al. 2003) and 16% in Germany (Stedler and Peters 2003).  That is 

why business angels aim at 80% yearly appreciation. They invest only in good 

companies. In reality only 10% of the investments are successful, 40% will give 

them their money back and 50% of the investments they will loose all their 

money. (Etula 2014)  Feeney et al. (1999) suggest that business angels aim to 

have an annual profit of 30% to 40%. Mason and Harrison (2003) propose that 

the high rejection criteria is due to the fact that start ups are not investment 

ready and doesn’t understand the decision process.  

Business angels have a long history but a new trend since 1990 is business 

angels groups. Business angels prefer to invest in a group and with a respected 

lead investor (Freear et al. 1990; 1993, Mason and Harrison 1995). In these 

groups business angels can together evaluate the companies and make the in-

vestments. These groups are worth a lot of value to the business angels. They 

can combine their money to make bigger investments what they could be able 

to do on their own. Through these groups angels can make smaller investments 

to one company so they have the ability to decentralize their investments and 

reduce risks (Mason 2007). Also the decision-making costs reduce when there 

are more people to make the decision and also then the possibility to mistakes 

reduces. Additionally these groups can have much more visibility compared to 

one single business angel. Also these groups tend to have an active role in the 

company’s operations. (Kerr et al. 2011, Paul et al. 2007)  

 

There comes about 50 million new companies per year worldwide which means 

about 137000 new companies daily. Business angels in Europe invest more 

than 7.5 billion euros every year. This makes the private equity sector so inter-

esting. Most of these companies fail but many of these will become great multi-
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national companies that employ hundreds of people creating new sectors and 

markets and making the entrepreneurs and angel investors’ millionaires. (EVCA 

2014) There are different estimates about the size of the capital invested by 

business angels. Reynolds et al. (2004) evaluates that business angels invest 

11 times the money invested by venture capitalists. This means that they invest 

in 50.000 companies with capital worth of 50 billion US dollars. These account 

70% of all the capital invested in new companies. Van Osnabrugge and Robin-

son (2000) estimate that business angel invest more than 90 billion US dollars 

and fund over 90.000 companies yearly.  

 

2.2. Private equity; Business Angels vs. Venture Capital 

Private equity can be divided to Business angel investors, venture capital inves-

tors and MBO/MBI (management buy-out/buy-in). Private capital means invest-

ing to non-quoted companies with a great growth potential (EVCA 2007). Ven-

ture capital means a fund that is managed by professional investors. Typically 

pension funds and institutional investors invest in these venture capital funds. 

(Morrissette 2007) Lauriala (2004) points out three special features from private 

equity investments that differ from traditional investments for example investing 

in listed stock shares. These are: 

• Active participation in company’s operations. Private equity investor par-

ticipates in negotiations, observation and tracking after the investment 

has been made. Investor usually works in the company’s board or works 

as an advisor. 

• The limited investing time. Each investment has a plan of how long it will 

take to get the money out. The investment is not meant for the compa-

ny’s whole life cycle. The investor has a pursuit of making an exit in 

about 5 to 10 years. 

• The liquidity of the investment. Private equity investments are made for 

rising and unlisted companies that is why the liquidation of the invest-

ment is much more difficult than in listed stock shares. 
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Private equity investment means investing in companies that are not listed in 

stock markets and still have a good potential to expand and develop. With pri-

vate equity is possible to start a new company, expand the business, make ac-

quisitions, rebuild a business or totally change the business operations. Private 

equity can help with management and ownership problems and with private eq-

uity companies are able to hire experienced managers. (FVCA 2008) Private 

equity funded companies are usually named as followed by the different stages 

of financing: seed, start up, expansion, replacement capital and buyouts (EVCA 

2007). The word start up is usually used to describe a starting business whether 

the company is in any early mentioned stage. Business angels are the most im-

portant source of money for start ups (Morrissette 2007). In the picture below 

(Figure 3) can be seen the different funding options for different stages of the 

company. 
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Figure 3 Angels and Other Finance Sources (Modified from EBAN n.d.) 

 

Start ups don’t usually have the money required to finance their desirable 

growth. Start ups are usually relative small and young and the availability of dif-

ferent funding options are limited because of the uncertainty and the nature of 

the firm assets. (Gompers and Lerner, 2004). Botazzi and Da Rin (2002, p. 234) 

argued that there are three viable options for external funding for start ups. 

These are finding a business angel, co-working with a industrial company inter-

ested in the project or going to the venture capitalists. Meyer (2010) points out 

that private equity is important source of money for new innovative start ups. 

These companies are undeniably important for societies. These companies are 

usually the first ones creating new techniques and making successful new 

products. It is not coincidence that the greatest IT- and internet companies (e.g. 

Google, Skype, Baidu) have had private equity investments (Metrick and Ya-
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suda, 2010). Denis (2004) says that business angels offer additional money to 

start ups so that they can grow to be able to get venture capital funding. In the 

table below can be seen the typical differences between business angels and 

venture capitalists. 

 

Table 3 Differences between private investors and venture capital inves-
tors (Modified from Lainema 2011, 141) 
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Important difference that is not in the table is that venture capitalists like to be 

more public and seen so they can tempt new companies (Lainema 2011). Also 

Mason and Harrison (2002) argue that business angels and venture capitalists 

differ in many ways. Usually venture capitalists have more experience about in-

vestments and they have more money to invest in. Business angels have also 

other than financial selection criteria’s that venture capitalist have for example 

when analyzing the investment, screening the company and making contacts. 

Corporate venture capitalists must invest their money within a certain time 

whereas business angels have also other choices where to invest their money if 

they cannot find a proper start up to invest in and they have more time to 

choose a good start up. Also business angels have more time to work with the 

company than venture capitalists have, this is due to that business angels usu-

ally have less investments in companies than venture capital investors. Moreo-

ver business angels have less money to invest than venture capitalists so they 

don’t have the ability to diversify their risk to such a level as venture capitalist 

have. This leads to business angels trying to avoid investing in bad start ups 

more than trying to find good ones. Paul et al. (2007) states that business angel 

has the time to wait until the right opportunity and right person comes along. In-

formal venture capital investors (business angels) and formal venture capital in-

vestors (venture capitalists) do no directly compete they rather complement 

each other in terms of size of the investment and the stage of the company 

(Freaar and Wetzel 1990). Business angels are the most important source of 

capital for early-stage companies (Feeney et al. 1999) compared to venture 

capitalists who provide finance to more matured companies (Sohl 2003). 

Venture capital differs a lot from traditional finance applying. VC investor goes 

through the company, its history and finance numbers. Investor also interviews 

the management of the company and analyzes if the management has what it 

takes to drive the changes. Very often investors have contracts that enables 

them to even change the current management team if they need to. VC invest-

ments are basically bigger than traditional loans from a bank. Private equity in-

vestors not only invest money on start ups but they also sit on the boards of 

start ups, help in decision-making, help to get more finance and act as a advi-
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sors. The additional value that investors bring in is working in a board, imple-

menting strategies, finance strategies and developing management. (PWC 

2006, Cumming 2008, Denis 2004, Metrick and Yasuda 2010) Business angels 

usually work in the companies as a part-time employee, and some periods as a 

full time employee helping with challenging issues (Van Osnabrugge and Rob-

inson 2000).  

Business angels usually invest smaller amounts, around 20.000€ to 50.000€ 

and at more earlier stage than venture capitalists have an access to. (EBAN 

2014) Usually venture capital investments are around 100.000€ to 5.000.000€ 

(FVCA 2015) compared to business angels who normally invest around 

10.000€ to 150.000€ (Suomen Bisnesenkelit Ry 2000). 

 

Another important thing that Business Angels and Venture capitalists differ is 

the gut feeling. Business angels give a greater influence to the gut feeling com-

pared to venture capitalists. (Mason and Stark 2004) Business angels also per-

form less qualified due diligence than venture capitalists and they also rely 

more on instincts and don’t calculate IRR (internal rate of return) (Timmons 

1990, Baty 1991) Additionally they don’t do so much counting, for e.g. ROI, and 

invest more opportunistically. (Van Osnabrugge and Robinson 2000, Mason 

and Harrison 1996b) 

 

2.3. Possible conflicts between Business Angels and En-
trepreneurs 

 

The separation of ownership and control in companies may arise different con-

flicts. This means that the principal (business angel) assigns work and respon-

sibilities to the agent (entrepreneur) who performs the work for principal. (Jen-

sen and Meckling 1976) 

 

Information asymmetries occur when an agent runs a company and makes de-

cisions on behalf of a principal. In practice this means that the agent gets infor-

mation, about the situation of the company, which is not available to the princi-
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pal. The information asymmetry is a problem if the agent uses this information 

to boost her/his own purposes rather than for the benefit of the principal or the 

company. The principal can’t know whether the agent uses the information ad-

vantage for her/his own benefits and this may arise a number of problems. (Van 

Osnabrugge 2000) 

 

Agency theory explains the behavior between parties in an economic relation-

ship (Jensen and Meckling 1976). There are two agency problems: adverse se-

lection and moral hazard.  Adverse selection means that principal needs to rely 

on the agent even though there is incomplete information. In this context it 

means that the business angel needs to rely on the information that the entre-

preneur gives even though the angel cannot be sure whether all the information 

is correct. (Van Osnabrugge 2000, Mason 2007) In this context the agent has 

all the information and the agent may claim to have some abilities that it doesn’t 

have and it is really difficult for the principal to find out whether it is true or not. 

(Van Osnabrugge 2000) In practice the entrepreneur may tell the business an-

gel that she/he has some skills and abilities when the business angel is making 

the investment decision. This can also happen when people are hired.  

 

Moral hazard means that the agent does not do the things what were agreed in 

the contract. Moral hazard means that there might be conflicts of interest be-

tween the parties. Moral hazard may occur when it is too expensive or difficult 

for the principal to monitor the performance of the agent. (Mason 2007) 

 

There are two ways to decrease the agency problems. The first one is that the 

principal should make a comprehensive pre-investment screening and due dili-

gence. And after these the principal can negotiate a better contract. The second 

way takes notice that contracts are always incomplete so the principal should 

do an ex post allocation of control. In practice this could be that principal can 

use her/his vote to replace the management of the company. (Van Osnabrugge 

2000) Hart (1995) suggests that in high-risk and small-firm environment the best 

way to implement the ex post control is through active involvement in the com-

pany’s operations. 
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Lahti (2011) states that business angels often monitor companies by taking a 

seat of the board and being in frequent contact with the entrepreneur and the 

management. This enables the business angels to get a feedback about the 

company’s situation. Also working in the company a s apart-time or full-time 

employee is a good control mechanism. But additionally it enables the business 

angel to add value for the company by contributing their business know-how, 

contacts, entrepreneurial experience and commercial skills (Mason and Harri-

son 1996a).  

 

2.4. Investment process 
 

This chapter explains what are the different steps during the investment pro-

cess and what happens in each step. It is important to understand the full in-

vestment process because it affects on the decision making. Understanding the 

investment process helps to understand the investment decisions made by 

business angels (Haines et al. 2003, Feeney et al. 1999) 

 

Also the investment process is relatively understudied (Paul et al. 2007). There 

are some studies that have examined the decision-making process of business 

angels. Duxbury et al. (1997) made an eight-stage process model. This includ-

ed deal origination, first impression, business plan review, screening, diligence, 

negotiating, structuring and consummation. Amatucci and Sohl (2004) present-

ed a three vast stages of the process; pre-investment, contract negotiation and 

post-investment. Riding et al. (2007) made a process of seven stages: origina-

tion, initial screening, due diligence, negotiating, decision making, post invest-

ment activity and exit. At the same time Paul et al. (2007) introduced a vaster 

model including five main stages; familiarization stage, screening stage, bar-

gaining stage, managing stage and harvesting stage. The model also considers 

personal networks and investment objectives. They did the research by inter-

viewing 30 Scottish business angels. In this thesis is explained the process 

model created by Paul et al. (2007). The process is sequential. As told earlier 
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the process can terminate in any stage for numerous of reasons. The schedule 

also varies from few months to eighteen months. The process is also iterative 

meaning that the business angels make an iterative loop span through the first 

six steps as they get more information and deeper analysis. Additionally this 

model considers that a business angel can take steps backwards. The process 

is illustrated in figure 4. 

 

Figure 4 is based on the angel investment process by Paul et al. (2007) and 

stages of the business angel investment process by Maxwell et al. (2011) 

where they introduce the issues affecting business angel decision making. The 

figure is improved by simplifying the figure and adding there clarifying facts. 

This illustration takes into consideration the investor’s perspective because it 

has a big role in the investment decision (Tversky and Kahneman 1973; 1974, 

Mason and Harrison 2003; 2004, Paul et al. 2007). Also the communities, 

BAN’s and personal networks have an effect on the decision making (Van Os-

nabrugge 2000). 

Rarely the investment process goes straight from the first step to second and to 

third etc. In practice the boundaries are not that clear and angel may leap from 

one step to another and also backwards. The deals seldom progress as step by 

step and it can be terminated anytime by a number of different factors. For ex-

ample to achieve the full financing round it may need several business angels 

and not achieving it might abort the funding round. Also some sickness and 

schedules may delay or terminate the funding. Moreover angel’s financial 

changes may slow down or cut the potential investment. (Paul et al. 2007)  

 

The amount of deal flows varies a lot depending on a research. In a Finnish 

study done by Lumme et al. (1998) business angels had about six investment 

opportunities per year and most of them had less than ten.  
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Figure 4 A model of the angel investment process (Modified from Paul et 
al. 2007 and Maxwell et al. 2011) 

 

Paul et al. (2007) recognized also the impact of formal and informal networks. 

By informal networks they mean friends, other investors and business associ-
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ates. Whereas former networks includes different BAN’s and economic devel-

opment agencies. The model also considers about the angels personal invest-

ment objectives including income, personal goals, capital growth and the inter-

est of finding a part-time job. Changes in personal investment objective may 

change the ability or interest in investing a start up.  

 

2.4.1. Familiarization stage 
 

In the first step in an investment process start up contacts venture capital inves-

tor and introduces their business plan. A key factor is the impact the entrepre-

neur makes to the business angel in the first meeting and this defines whether 

the process keeps continuing (Paul et al. 2007). When a Business Angel is in-

troduced to a new investment they first consider whether it suits their own per-

sonal investment criteria. This is called anchoring decision. It includes the 

amount required, location, interest and knowledge about the business area and 

the angel’s ability to add value.. (Tversky and Kahneman 1973, 1974) Also Ma-

son and Harrison (2003) stated that in technology-based ventures the entrepre-

neur’s impression management skills are crucial when seeking for money from 

external investors.  

 

2.4.2. Screening stage 
 

In the second step entrepreneur of the start up gives the investor additional in-

formation about the company (FVCA and PWC, 2006). Angels go through the 

hard and soft data and the backgrounds of the entrepreneur. In this phase the 

investor evaluates the business and makes plans about the financial structure. 

Getting to know the entrepreneur and the team, through formal and informal 

meetings, is an essential part of this phase (May and Simmons 2001). Lumme 

et al. (1998) state that this stage is gone through very quickly but the next 

phase takes time, as the business angels want to get to know the entrepreneur 

personally. 
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2.4.3. Bargaining stage  
 

In this stage the due diligence will be done. In this phase the investor goes 

through the company very thoroughly. Investor tries to analyze as comprehen-

sive as possible all the risks and strengths of the company. During this process, 

the business of a start up will be evaluated in detail. In due diligence analysis, 

the funder will go through the financial situation of the start up as well as 

agreements and contracts. Also the possible environmental risks will be 

checked. The aim is to figure out how the start up would position itself in the 

market, and how sustainable the business model is. If the due diligence analy-

sis supports the investment then the funder can start final negotiations with the 

start up. (Capman 2012). Lahti (2011) says in his paper that in due diligence 

phase business angels ask questions from company’s customers, employees 

and other stakeholders about the investment of the start up. The business angel 

compare this information to the information the start up gave them to see 

whether the entrepreneur is honest and if the information given is true.  

 

The purpose of due diligence process is to prove that the information that the 

entrepreneur has given to the investor is true and also to get a wider, more for-

mal view of the company. With the information gathered from the process the 

investor can also see whether the valuation of the company is correct. The due 

diligence process is not done because of legislation rather it has become a 

good way of checking the company to make the investment decision. The in-

vestor cannot rely only on the words of the entrepreneur the information needs 

to be objective. In due diligence the investor also gets to know the company’s 

market, industry and operations. (Lauriala 2004) During the due diligence the 

business angels may use outside professional advisors. These could be for ex-

ample lawyers to make the agreement or accountants to give advice. Rarely 

these advisors are involved in the negotiations or the final investment decision. 

(Mason 2007) In the literature have been found that experienced business an-

gels make more comprehensive due diligence because they think that their pre-

vious mistakes have been a result of lacking well done due diligence (Lahti 

2011, Van Osnabrugge 1998)  
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In due diligence also the value of the company is estimated more in-depth. 

Sometimes there is a situation where the start up and the funders do not agree 

on the value of the start up. In these cases there is a possibility to use ratchet. 

Ratchet means that the start up is able to get a bigger valuation that the funders 

would have originally agreed upon. In ratchet, the start up gets a certain valua-

tion which is tied to their goals. If the start up fails with these goals, the funders 

will be given more shares of the company without additional investments. How-

ever, caution needs to be practiced with this method, because usually the start 

ups set too ambitious goals. So the funder needs to make sure there are still 

enough incentives (i.e. ownership) for the management of the start up, to work 

towards the success of the company, if the valuation made by the start up is 

overestimated. (Lappi 2013) 

 

Typically liquidation preference terms are also set between the fund and the en-

trepreneurs behind the start up (owners), in case of an exit, such as a trade 

sale. This is a contract of who will be the first ones to get their money out of the 

company when exit occurs (this means between the fund and other owners). 

For example, there could be a contract that in case of exit, the fund is the first 

one to get money out of the company which is twice as much as it has invested, 

and after this the rest of the money will be divided between the other owners of 

the start up. (Savisalo 2013) 

 

At last the investor negotiates with the start up about the final terms of the con-

tract. They usually make a non-disclosure agreement. In some cases investor 

demands the owners to make a shareholder agreement. With this agreement 

investor wants to make sure he/she has enough power to impact on important 

decisions. (FVCA, 2009) 

 

2.4.4. Managing stage 

This is the stage where the angel helps the team (Paul et al. 2007) and this is 

connected to the investment criteria of hands-on role and ability to add value. In 
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this phase business angels offer non-financial help including mentoring, con-

tacts etc. to help the company succeed. (Kerr et al. 2010) Additionally business 

angels often help the entrepreneur to get more funding when needed. It is typi-

cal to bring in business angels but in some cases additionally venture capitalists 

or institutional investors also. (Sørheim 2003, 187) Mason and Harrison (1996a) 

found out that the business angel involvement varies. Most business angels 

spend a day in a week to less than a day a month in the company’s operations. 

Different researchers have found this phase to last different times. Mason and 

Harrison (2002b) found out that this phase usually lasts from four to six years 

whereas Feeney et al. (1999) found out it to last from five to eight years. 

 

2.4.5. Harvesting stage = Exit 
 

The last step of the investment process is exit. The investor needs to liquidate 

the investment to money. Kaplan and Strömberg (2009) argue that the exit is 

really essential part of the investment. There are several options to carry out the 

exit including; trade sales, initial public offerings, other methods (such as buy 

backs or refinancing) (PWC 2006; Capman 2012). Also if the start up does not 

provide the wanted returns or the business idea is not feasible after all, the final 

option is a write-off (PWC 2006). This is obviously the least preferred option. 

 

In the study done in UK the median time to the exit was from four years to six 

years. In the high performing investments the exit time was four years and in 

the only fair performing investments the corresponding time was six years. 

When there were failure investments the exit time was about a bit more than a 

two years. (Mason and Harrison 2002b) In a Finnish study by Lumme et al. 

(1998) in the successful investments the exit time was five years and in failure 

investments it was 2.8 years. In both studies the most common exit was a trade 

sale. Feeney et al. (1999) found out that business angels typically hold the in-

vestment about 5 to 8 years. Paul et al. (2003) found out that most of the busi-

ness angels did not care how the exit was made. They didn’t prefer one exit 

strategy to another. 
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The first option, trade sale, involves the sale of the company to third party, such 

as another company in the same industry. The benefits are that the sale is al-

most immediate exit, as well as the ability to negotiate with one single buyer. 

The downsides are that there the management of the startup company may run 

into issues with the potential buyer, and there may be risks of the sale falling 

through while the potential buyer, oftentimes a competitor, gains access to con-

fidential information in the negotiation process. (HVCA n.d.) 

 

The second option is to list the company on a stock exchange. Using this meth-

od, the shares of the company are sold to the public, and if the timing is right, 

higher returns on the investment can be made. It is however a lengthy and cost-

ly process, with more regulatory requirements and restrictions. The exit is also 

not instant or guaranteed, as all the shares need to be sold in order for the exit 

to be complete. So the IPO is not without its risks. (HVCA n.d.). Other options 

include a secondary buyout, in which another private equity firm purchases the 

company, so this is also a full exit option. Refinancing would be replacing part 

of the equity with new debt. This is a partial exit. (HVCA n.d.). Finally there is 

the buyback option, where the startup buys itself back (Makarius 2010). 

 

In the case of the company not taking off, the option of writing off the invest-

ment may need to be considered. The other option is too of course wait a little 

longer and hope business turns, or hope for a buyer to purchase the company, 

but if these options seem unlikely, liquidation may be the only option left. This 

means selling of the assets at scrap value. This is a costly process, and will re-

sult in very low, most likely negative returns on the investment. To reduce the 

risks of this diversification is important. 
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3. DECISION MAKING 
 

Business Angel investment making studies have found two different approach-

es which are process studies and criteria studies (Mason 2006, Riding et al 

2007). Process studies find different discrete stages in the process of decision-

making (Ridning et al 2007, Fried and Hisrich 1994, Haines et al 2003) whereas 

criteria studies find the factors that angels use to value investment opportunities 

(Mason and Harrison 2002a, Feeney et al 1999, Mitteness et al. 2012a, 2012b) 

or through case studies that tries to understand how individual investors make 

their investment choices (Mason and Harrison 1996b, Roach 2010, Gregson et 

al. 2013) In this thesis a criteria studies approach is used through case study by 

interviewing individual business angels. 

 

Some studies suggest business angel investment behavior changes as they 

make more investments (Sörheim and Landström 2001, Paul et al 2003, Van 

Osnabrugge 1998).  Also Feeney et al. (1999) argue that investment criteria is 

always personal and that the decision making process differs between new 

business angles and experienced ones. Researchers have shown that what 

business angels think it is important when investing a start up are the easily ver-

ifiable factors such as financial numbers, sales, marketplace acceptance and 

size and patent protection (Mason and Stark, 2004) 

 

Business Angel investment decision-making is a multistage process between 

entrepreneurs and investors (Maxwell et al. 2011) Business angels are really 

critical in which companies they invest and that is why they reject most of the 

companies they face (Feeney et al 1999).  

 

Some researchers have found out that financial gains are the most important 

investment criteria (Morrissette 2000 Haar et al 1988, Mason and Harrison 

2002a, Riding 2008). Wetzel (1983) was the first one to notice that also non-

financial returns also affected the decision making. Tashiro (1999) found out in 

a Japanese study that the non-financial qualities were the main reason for in-

vesting. By interviewing 10 business angels he discovered that the most im-
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portant non-financial criteria were: helping young entrepreneurs, having fun and 

enabling technological development. Similar findings were made in Germany by 

Brettel (2002). A major group of the investors told that it was very important for 

them to have fun whilst investing.  

 

In this chapter a summary will be provided of the most important findings in prior 

literature about the business angel investment and rejection criteria. In the table 

below is listed the most significant researches of the theme. It demonstrates 

which researchers have studied a certain criteria. The table also shows the 

sample size of the study and where it has been conducted.  
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Table 4 Literature on business angel investment criteria (Modified from 
Maxwell et al. 2011 and Ahtila 2014) 
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3.1. Investor 
 

When a Business Angel is offered a new investment they first consider whether 

it suits their own personal investment criteria. This is called anchoring decision. 

This includes the amount required, location, interest and knowledge about the 

business area and the angel’s ability to add value. At this point the angel esti-

mates how much money it would be possible to gain compared to the time and 

other investment the company would need. Authors state that at this point of the 

investment angels have a negative mind-set and they try to find reasons to re-

ject the investment. (Tversky and Kahneman 1973, 1974) Another reason for 

having a hands-on role is that it helps the business angels to reduce the infor-

mation asymmetry between the investor and entrepreneur. (Van Osnabrugge 

2000) Also Kelly and Hay (2003) and Landström (1992) found out that business 

angels want to be proactive and have hands-on commitment to develop the 

business. Additionally they want to be actively involved in the business and 

make value-adding contribution and by doing that they can also manage the 

risks.  

 

Mason and Stark (2004) argued that investment criteria are always investor-

specific because one angel may reject an opportunity that other one takes. Also 

the business angels need to consider if the investment would fulfill their own in-

vestment criteria (Mason and Harrison 2003). Investor fit means how the inves-

tor’s background, skills and knowledge about the market, industry and technol-

ogy meet the start up’s needs (Mason and Stark 2004). As earlier told the busi-

ness angels usually invest in technologies and industries they have experience 

and knowledge on (Feeney et al. 1999, Lumme et al 1998). Contrast to that Van 

Osnabrugge and Robinson (2000, 149) found out that business angels are 

broad-minded concerning the industry sector they would invest in. Business an-

gels are also willing to invest in an industry they don’t know about if a trusted 

business associate refers the investment proposal (Paul et al. 2007, Riding et 

al. 1993, Mason and Rogers 1997). Mason and Rogers (1996,1997) stated that 

there are some exceptions, but generally business angels have set criteria 

based on their business experience. Most of the business angels try to mini-
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mize the risks by having narrow criteria in order to leverage their know-how and 

experience so they can really add value to the companies they invest in. 

 

Business angels usually find the investment opportunities from their networks 

and business colleagues (Landström 1998, Haar et al. 1988, Prowse 1998). 

Harrison et al. (1997) found out that business angels are much more likely to 

make an investment if it is referred from a reliable person. Business angels also 

want to invest in companies they have an opportunity to use their skills and ex-

perience. They often want to make a contribution to the business and enhance 

the value of the company. (Lumme et al. 1998) Van Osnabrugge (2000) found 

out that business angels want to invest in fun and exciting companies. Also Ma-

son and Harrison (1996a, 2002a) stated that business angels had had fun and 

enjoyment during the investment and often more than they had expected. Addi-

tionally Lumme et al. (1998) found out in a Finnish study that the most success-

ful business angels were motivated by the interest and fun and they also had 

more deal flows. Compared to the least successful investors who were motivat-

ed by selflessness and oppositely had fewer deal flows. Stedler and Peters 

(2003) proved that business angels enjoy helping other entrepreneurs and cre-

ating jobs. Business angels are usually motivated for other reasons than ROI 

(return on investment) rather the invest because they enjoy helping other entre-

preneurs and they want to give back to the entrepreneurial community (Van 

Osnabrugge and Robinson 2000, Benjamin and Margulis 2000). 

 

Riding et al. (1993) did a study in Canada and found out that 72,6% of the start 

ups were rejected in the early phase and only 5% of the investment opportuni-

ties proceeded to the negotiation stage. Mason and Harrison (2002a) found out 

that business angels reject about 80% of the investment proposals they face 

because of the investor has a lack of knowledge about the market, industry or 

technology. A big rejection criterion is also overvalued company (Haar et al 

1998). Business angles also think that there are a lot of companies with unreal-

istic business plan, unbelievable information and entrepreneurs without trust-

worthiness (Mason and Harrison 2002a, Feeney et al 1999).  
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It is found that many business angels invest in companies that are near to an-

gels home (Prowse 1998, Paul et al. 2007). Paul et al. 2007 found out that the 

longer the distance is the better the other factors needs to be to make the in-

vestment. Landström (1998) found out that Swedish business angels prefer 

making an investment that is less than 80 km from their home. Landström 

(1992) found out that the frequency of contact is related to the distance be-

tween business angel and the investee company. The longer distance there is 

the more seldom they are in contact. Later Benjamin and Margulis (2001) found 

out that angels want to invest within a radius of 300 miles. Also Mason and Har-

rison (2002a) argued that business angels in UK want to invest only in compa-

nies that are within two hours of travelling time from the investor. Mason (2007) 

stated that there are two main reasons for this; sourcing and monitoring. The 

investment opportunities are regularly found from angel’s personal acquaint-

ances and networks (Stedler and Peters 2003) and these are often geograph-

ically close, this is the sourcing part. Another reason, monitoring, is that busi-

ness angels want to participate in company’s operations which is easier if it is 

close to investor (Van Osnabrugge 2000).  

 

Haines et al. (2003) and Lumme et al. (1998) argue that most Business Angels 

rely on their intuition and gut feeling instead of performing an official analysis. 

Also Paul et al. (2007) found out that business angels make decisions based on 

their intuition. Business angels lack resources to review the target companies 

so they truly need to rely on their intuition (Van Osnabrugge 2000). 

 

3.2. Entrepreneur and the team 

Some literature proposes that the management team is the most important at-

tribute affecting the decision making (MacMillan et al. 1987, Dixon 1991, Shep-

herd 1999). Many academics have proven that “human factors” are the most 

critical issue when making a business angel investment (Haar et al. 1988, Van 

Osnabrugge 2000, Stedler and Peters 2003, Mason and Stark 2004, MacMillan 

et al. 1985, Landström 1998, Siegel and SubbaNarasimha 1985, MacMillan et 

al. 1987, Sudek 2006, Clark 2008). These factors include skills, experience, 
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track record and the characteristic of the management team and the entrepre-

neur. However these characteristics alone are unlikely to be sufficient to get the 

funding. (Haines et al. 2003, Clark 2008, Van Osnabrugge and Robinson 2000)  

Many of the previous study in this area have proven that the most important in-

vestment criteria of business angels is the characteristics of the entrepreneur 

and the team (Sudek 2006, Mason and Stark 2004, Van Osnabrugge 2000, 

Stedler and Peters 2003, Clark 2008, Mitteness et al. 2012b, Haar et al. 1988, 

Paul et al. 2007) Additionally Riding et al (1995) underline that at the early in-

vestment evaluation process the people factors are critical. Haines et al. (2003) 

argue that people factors include strong work ethic, reliability, honesty, open-

ness, management abilities and an understanding what it requires to succeed. 

In Lahti’s (2011) research business angels take on average of 28 hours to get 

to know the entrepreneur. Lahti (2011) argues that start up is often highly de-

pendent to its entrepreneur so it is crucial to investigate this part very thorough-

ly to see if the investment will be successful. Business angels will only invest if 

the management team is qualified (Lumme et al. 1998).  Business angels use a 

lot of time to specify what are the needed competences and qualities needed in 

the start up before talking about it to the entrepreneur. (Lahti, 2011) Clark 

(2008) found out that the entrepreneurs presentation, the structure of the pitch 

presentation, how much information was provided, the entrepreneurs personal 

characteristics and how they sell themselves and the idea affected on that 

whether the business angels were ready to continue to listen to the entrepre-

neurs pitch. It was also found that these factors didn’t seem to have an effect on 

to the final decision. Also Haines et al. (2003) stated that human factors are the 

most important criteria in business angel decision-making. They said that: 

“Many investors said that they would be spending considerable time with these 

people so it is important that the people be the right ones for the job and be in-

dividuals with whom the investors would like to spend some time.” (Haines et al. 

2003, 30) 

In Finnish studies Lumme et al. (1998) found that 28% of the business angels 

are in contact almost daily with the start up they invested in whereas Lahti’s 



  42 

 

 

 

(2011) study reveals that business angels are in contact rather on a weekly ba-

sis than a daily basis. 

 

Mason and Harrison (1996b) did a case study in UK about the rejection criteria 

of business angels. They had a total of 35 rejected investments. They found out 

that most of the cases were rejected for only one key reason. The most im-

portant reason was the entrepreneur or management team. Another important 

factors were marketing related reasons and financial reasons. Other issues they 

found was that angels thought of negative deal killers were lack of marketing 

strategy, distribution barriers and highly competed markets.   

 

Landström (1998) did a research about Swedish business angels trying to fig-

ure out the decision-making criteria. His sample contained 44 business angels. 

He identified 34 general decision-making criteria and 35 leadership criteria. Re-

sults showed that business angels feel they are much more dependent on the 

people of the company compared to other types of investors. He also found out 

that business angels count on the entrepreneur and/or the management team 

of the start up. Many studies (Paul et al. 2007, Mason and Rogers 1997, Mason 

and Stark 2004, Feeney et al. 1999) have found that it is crucial that the entre-

preneur of the start up is confident enough. A study done in Europe found out 

that the four most important investment criteria of all are: enthusiasm of the en-

trepreneur, trustworthiness of the entrepreneur, sales potential of the product 

and expertise of the entrepreneur (Van Osnabrugge and Robinson 2000). Also 

Sudek (2006) found out in a study done in US that most of the business angels 

use their time on these following four themes: the passion of the lead entrepre-

neur, the trustworthiness of the lead entrepreneur, the quality of management 

team and the availability of exit strategy. Furthermore Feeney et al. (1999) 

found out that the most important thing when investing are the management 

characteristics; track record, openness and realism and integrity.  

 

 



  43 

 

 

 

3.3. Product/Service 
 

Mason and Harrison (1996b) argue that if the start up doesn’t have a product it 

can be a deal killer. Mason and Harrison (2002a) also argue that product status, 

whether it is in the market or soon will be, reflects that there are less technology 

and financial risk. Sudek (2006) says that to compete in the market there must 

be a barrier to competitors for example a patent. Company’s products/services 

are also really significant considering business angel decision-making, especial-

ly product potential (Clark 2008) and product uniqueness (Stedler and Peters 

2003). 

 

Bachher and Guild (1996) did a study of Canadian informal investors. They 

found out that the most important factor is the entrepreneur but after that it is 

the offering (product/service). Business angels justified this by saying that it is 

really hard to know what the market will be. They stated that if there is an excel-

lent product or idea they will develop the product or service and will succeed in 

the market. Also Bachher et al. (1999) studied Canadian business angels, ven-

ture capitalists and public venture capitalists decision making. They found out 

that business angels think the most significant issue is if the product is better 

than competitors is it clearly defined and profitable and are the intellectual 

property possible to protect. 

 

3.4. Market factors 
 

The market factors include market size, growth potential, distribution, customer 

engagement and market dynamics. Feeney et al. (1999) found out that the most 

critical factor for business angels were a presence of an existing big market. In 

contrary Mason and Rogers (1997) notified that a new market with a large 

growth potential was the most critical factor. In Landström’s (1998) study he 

found out that after the entrepreneur the most important things are the potential 

of the company’s market and products. Lumme et al (1998) found out that the 

business angels were not afraid of competitive markets. Business angels were 
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sure that with their prior experience in the industry the company could survive in 

a competitive environment.  

 

Haar et al (1988) made one of the first studies about the business angel criteria 

of investment. Their study located on US and they had a response of 121 busi-

ness angels. Their results were that there were only two most important criteria; 

the managements’ ability to run the business and market need for the prod-

uct/service. Less important criteria were vast market potential for the product 

and entrepreneur’s track record. They also found that a major reason for rejec-

tion was an entrepreneur who overvalues the value of the company. Business 

angels are not that interested in a well-done business plan and IPO right. Also 

they are not interested in competitive separation. Insufficient market potential is 

a great rejection criterion. (Haar et al. 1998)  Whereas Mason and Harrison 

(1996b) found out in their study in UK that highly competed markets were rea-

sons for not investing. Stedler and Peters (2003) found out that business plan is 

must thing for start ups seeking for equity.  

 

3.5. Financial factors 
 

Many researchers have found out that the main reason for business angel in-

vesting is financial reasons (Haar et al 1988, Mason and Harrison 2002a, Ma-

son 2007, Riding 2008). ROI expectations are the key motivator for business 

angels (Morrissette 2000). Also Feeney et al. (1999) found out that before in-

vesting the business angels considers about management ability, growth and 

profit potential. Some researchers have also found out that Business angels 

mostly invest for non-financial reasons, for example fun and excitement (Mason 

and Harrison 2002a, Mason and Stark 2004)  

 

In Lahti’s (2011) research he found out that business angels used on average 

two different valuation methods to calculate the value of the investment. Not 

everyone though use the financial methods when considering about the invest-

ment on start ups. Lahti’s study showed that 13% of the business angels didn’t 
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use any financial method. The rest 87% used mostly the estimation of future 

earnings (62,3%), discounted future cash flow (52,8%) and payback period 

(39,6%). 

One way of defining start up’s value is to use the rebuilding cost, these costs 

would equate to what it would take to start the company all over again. (Inderes 

2015) There are certain things that raise the value of the company. Immaterial 

rights are one of these. For example patents and brands are always valuable. It 

is also a sign that a company has been able to create something new that can 

be valuable in the future. It also makes the market more difficult for the competi-

tors. The second thing that makes the company valuable are the employees. 

The startup companies are usually built up by the employees and they have a 

lot of knowledge about the company and the markets. And in some cases the 

companies are personified to their founders, such as Facebook to Mark Zucker-

berg and Supercell to Ilkka Paananen. Good management skills in the start up 

are therefore important (McClure n.d; PWC 2006). The third things to consider 

are the customers of the start up. Usually the first customers are the most diffi-

cult to get, and without the customers the company could not exist. Especially 

customers with contracts who bring continuous cash flow are really important. 

Also, if customers exist, marketing does not need to play a large role in the be-

ginning, and customer recommendations can be used as a marketing tool. (In-

deres 2015) 

Riding et al. (1993) found out that the most common reason for not investing 

was the wrong valuation of the company. May and Simmons (2001, 129) argue 

that valuating a start up is often only a guess. There is no commonly agreed 

way how to value a start up and it is really complex (Mason 2007). Also Mason 

and Harrison (1996a) state that the valuations are often imprecise and subjec-

tive.  
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4. RESEARCH DESIGN 
 

This chapter will go through the research method and the data used in this the-

sis. The purpose for this chapter is to understand how this research was done 

and which methodology was chosen. The methodology and research strategy 

will be explained. Additionally this chapter explains how the data was gathered 

and how it was analyzed. At the end the reliability and validity will be gone 

through. 

 

4.1. Research methodology 
 

The word method means what techniques and procedures are used to find and 

examine data and word methodology refers to the theory of how research 

should be done. Research can be defined as a process that is done in order to 

find out things, to increase one’s knowledge. Research has the following char-

acteristics: data is gathered systematically, data is expounded systematically 

and there is a clear purpose: to find things out. (Saunders et al. 2015, 4) 
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Figure 5 The research onion (Modified from Saunders et al. 2009) 

 

This study is an explanatory study. It means that the study seeks for explanato-

ry answers for questions that start with “why” or “how”. Explanatory study tries 

to understand the relationships between variables. The research strategy is a 

multiple case study. It is an in-depth analysis of a real-life phenomenon. In this 

study the “case” refers to people interviewed. The reason for using multiple 

case studies is to figure out whether the findings can be replicated across cas-

es. (Saunders et al. 2015, 176-187) 

 

When thinking about the time horizon there are two options when conducting a 

research. A cross-sectional study considers a particular time whereas longitudi-

nal study takes a note of a longer period of time. This study is a cross-sectional 

study as most of the case studies are. (Saunders et al. 2015, 200) 
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The research methodology used in this thesis is a mono-method qualitative 

study. Mono-methodology means that there is one single data collection tech-

nique. By using qualitative research the author tries to understand the mean-

ings and relationships using data and analytical procedures in order to develop 

a conceptual framework and theoretical contribution. (Saunders et al. 2015, 

168) When thinking about the research question “why“ and “how“, case study is 

the most suitable methodology for this thesis. (Eisenhardt 1989) Typical to qual-

itative studies is that there is a data collection, the point of view of examinee, 

theoretical or discretionary sampling, no hypothesis the position of the re-

searcher and narrative writing (Eskola and Suoranta 2000). The research plan 

has changed and developed during the process of writing a thesis. This is really 

typical for these types of studies. (Hirsjärvi et al. 2009, 16)  Qualitative research 

tries to explain the findings and observations and interpret the results. (Alasuu-

tari 1999) A multiple case study enables to make generalizations from the find-

ings of the data (Saunders et al. 2009).  

 

Approach to theory development is inductive. There are three different ap-

proaches: inductive, deductive and abductive.  Inductive approach tries to un-

derstand the meanings people attach to particular events. The research philos-

ophy can be explained that it is the beliefs and assumptions about the devel-

opment of understanding. There are three different types of assumptions every 

researcher makes, which you can see in the table 5 below. The first one is on-

tology, which means how people see the world and the nature of reality. The 

second one is epistemology, which refers to what people think is acceptable, 

legitimate and usable knowledge and how can we spread it to each other (Bur-

rell and Morgan 1979).  The third one is axiology that concerns the values and 

ethics during the research process. It can be explained that how researchers 

handle their own and their research participants’ values. (Saunders et al. 2015, 

128) 
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Table 5 Philosophical assumptions (modified from Saunders et al. 2015, 
129) 

Assumption type Explaining questions 

Ontology • What is the nature of reality? 

• How is the world like? 

• Examples: 

o What are organizations like? 

o What is it like being in organizations? 

o What is it like being a manager or being managed? 

Epistemology • How can we know what we know? 

• What is considered acceptable knowledge? 

• What constitutes good-quality data? 

• What kind of contribution to knowledge can be 

made? 

Axiology • What is the role of values in research? 

• How should we treat our own values when we do 

research? 

• How should we deal with the values of research 

participants? 

 

 

There are five major philosophies, which are: positivism, critical realism, inter-

pretivism, postmodernism and pragmatism. This study is interpretivism (see ta-

ble 6). Interrpretivism refers that every human is individual and there are no 

rules that apply to everybody. It takes into consideration that people come from 

different cultural backgrounds, from different circumstances and at different 

times these people make different meanings and that why creates and lives dif-

ferent social realities. Interpretivism research tries to create new understanding 

of social worlds and contexts. 

 

 

 



  50 

 

 

 

 

Table 6 Interpretivism as a research philosophy (modified from Saunders 
et al. 2015, 136) 

Ontology 
-nature of reality 

 

Epistemology 
-what constitutes 

acceptable 

knowledge  

Axiology 
-role of values 

Typical methods 

• Complex, 

rich 

• Socially 

constructed 

through cul-

ture and 

language 

• Multiple 

meanings, 

interpreta-

tions, reali-

ties 

• Flux of pro-

cesses, ex-

periences, 

practices 

• Theories 

and con-

cepts too 

simplistic 

• Focus on 

narratives, 

stories, per-

ceptions 

and inter-

pretations 

• New under-

standings 

and 

worldviews 

as contribu-

tion 

• Value-bound 

research 

• Researchers 

are part of what 

is researched, 

subjective 

• Researcher in-

terpretations 

key to contribu-

tion 

• Researcher re-

flexive 

• Typically in-

ductive  

• Small sam-

ples, in-depth 

investigations 

• Qualitative 

 

 

Research ethics 
 

Understanding the research ethics is a critical part of a study (Saunders et al. 

2015, 200). When thinking about the general ethical issue this thesis does not 

risk the interviewees of embarrassment, harm, pain or any other material disad-

vantage. Also every interviewee has understood that they are a subject of a re-

search and have given the author the right to publish their names in this thesis.  
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4.2. Data collection and analysis 
 

The data collection of this study has been done through interviews with busi-

ness angels. The total number of interviews is four. They are all professional 

business angels who are actively investing in start ups. Three of them were 

men and one of them was a woman. The investors were chosen from the busi-

ness angels that fulfilled the following criteria: the investor had done invest-

ments with their own money, had made their own investment decisions (even 

though when making a co-investing), had invested in Finnish start ups and they 

had made a professional investment not as Friends, Family and Fools.  

 

The primary data is gathered through semi-structured interviews. This is the 

best option when looking for answer to questions like “what”, “how” and “why”. 

This is also the best method if the interview questions are open-ended or if the 

order of the questions needs to be changed. This method enables an interac-

tion and open conversation between the interviewer and interviewee. This ena-

bles to gather answers that are more depth and significant to the research. It 

can also lead to discussion of things that are not in the interview questions but 

which deepen the understanding of the phenomenon and the topic. (Saunders 

et al. 2009, 145, 324)  

 

Author tries to understand what are the different attributes that affect the busi-

ness angel decision making in pre-investment phase. By making a qualitative 

study with a semi-structured interviews the researcher was able to deepen the 

discussion with the interviewees and make more questions as the discussion 

proceeded. By this method the interviewees were able to tell issues that re-

searcher had not asked them and had not thought would have an impact to the 

decision making. 
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Table 7 Data collection sources 

Data	used	 Source	

Primary	data	 Interviews	with	the	business	angels	

		 		

Secondary	data	 Websites,	articles	etc.	

 

 

The interviewees were chosen from the context of Finnish business angels.  

Calling the business angels and asking an opportunity to make an interview 

was the data collection process. These people were the most remarkable and 

interesting of this area. The interview questions were made on the basis of the 

research questions and literature review. The interview questions were the 

same for all the business angels. This improves the validity of the interviews 

(Hirsijärvi & Hurme 2008). Even though the base of the questions was the same 

for all business angels the list of questions developed during and after each in-

terview. This approach is called Hermeneutic circle. Hermeneutic approach tries 

to have a deep understanding about the phenomenon. Hermeneutic circle 

means that when making a research, the understanding of the details enables 

to understand better the whole and another way around. (Oxford Reference 

2017) 

 

The first interview was made by a phone call and it was recorded. All other in-

terviews were made as face-to-face and also recorded by the permission of 

each interviewee. After the interviews were done the records were transcribed 

and analyzed. Also news articles and websites were used to gather data about 

the interviewees.  

 

The interviews were done wherever it was the most suitable for the interviewee. 

All the interviews were made in Helsinki in May and June 2017. The interviews 

took about 30-90 minutes each. The business angels heard the questions for 

the first time in the interview. The author didn’t want them to think about their 
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answers too much and they probably wouldn’t even have had the time to get to 

know the questions. There were no strict forms of the questions and no certain 

order. This enabled the interview to proceed smoothly so when the interviewee 

moved to another theme then the researcher asked the following questions 

about that theme. The interview questions can be found in appendix 1. 

 

Qualitative content analysis refers to a research method of subjective under-

standing of data through systematic process of identifying themes and patterns. 

(Hsieh and Shannon 2005) Analysis in this thesis have been done during the in-

terviews, during the transcribing and afterwards.  

 

All the interviews were done in Finnish because it was everybody’s mother lan-

guage. This was to ensure there were no misunderstandings, confusions or ob-

scurity. Also it made the interview situation more relaxed. The author translated 

the interviews later to English. Altogether there were 39 pages translated from 

the interviews. These were analyzed by using inductive approach; categorizing 

the data in two steps. First the different categories are formed based on either 

the interviews or using earlier literature. After that the data is arranged to the 

categories formed. (Saunders et al. 2009, 492)  

 

Results need to be interpreted. This means that the researcher ponders the re-

sults of the analysis and then makes own conclusions. Interpretation means 

that the results are clarified and discussed. (Hirsjärvi et al. 2007) 

 

4.3. Validity and reliability 
 

Validity means that the measures used are proper, the analysis is accuracy and 

that the findings are generalizable (Saunders et al. 2015, 202). The point of a 

qualitative study is not to measure anything but rather offer a deeper under-

standing of a phenomenon. The validity is secured when the interviewees rep-

resent the study area. Also validity is achieved when the interviewees are given 
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a freedom to speak about his/her knowledge, the respondents are well chosen 

and the interviews are non-forcing. (Stenbacka 2001) 

 

There should be a logical connection between the interview questions and re-

search objectives (Kumar 2005). The interview questions in this study were built 

on the subjects on the literature review. This has strengthened the validity of 

this study. 

 

Reliability means that the study can be replicated and consistent (Saunders et 

al. 2015, 202) Reliability means minimizing faults in the research and being able 

to make the same research again. There are some problems about the reliabil-

ity. What interviewees say may not be totally true. It is possible they don’t re-

member the issue or they are exaggerating or lying. Also the interview situation 

may be factitious. (Keegan 2009) The interviews in this study were done in 

face-to-face, except for one interview, which allows the researcher to see the in-

terviewee and his/her expressions. Also listening to the interviews afterwards 

from recorder helps the interviewer to get a comprehensive observation about 

the interview.  

 

The internal reliability is secured when there is a consistency during a research 

project. There are two ways to able internal reliability. The first option is that 

there is more than one researcher in a project. In this thesis this was not an op-

tion. The second option is to write memos during the different stages of a re-

search process which enables stability when coding and analyzing data. This 

option was used in this thesis. The author wrote notes about ideas, thoughts 

and perceptions through the whole process. External reliability means that if 

another researcher would be able to make the same findings when using writ-

er’s data collection techniques and analytical procedures. (Saunders et al. 

2015, 203) 

 
According to this chapter it can be said that this study is validated and reliable.  
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5. RESULTS 
 

This chapter goes through the findings made in interviews. First the business 

angels are first introduced individually. The findings are later discussed and 

then connected to the literature.  

 

Ari Korhonen 
 

The first interviewee for this thesis was Ari Korhonen. He is, author may say, a 

pioneer in Finnish business angel sector. He has not only done a remarkable 

work as an investor but also the business angel network called Finnish Busi-

ness Angels Network (FiBAN) was founded by the initiative of Ari Korhonen and 

Juha Kurkinen. For the first two years Ari Korhonen worked as a Vice-Chairman 

in the board of Fiban. He has also been a Vice-President in EBAN totally work-

ing in the board for four years. He has also achieved some really notable 

awards. In 2014 FiBAN chose Ari Korhonen as the Business Angel of the year 

and in 2015 EBAN gave him the Lifetime Achievement Award. FiBAN (2014) 

describes Ari Korhonen as follows: “Ari Korhonen has really been an inspiration 

for start up investing in Finland. Already made investments for over 20 compa-

nies he is the most active and significant business angel in Finland. He is really 

a liked person by both investors and entrepreneurs. He has worked as an advi-

sor to many entrepreneurs and investors and his role has been really remarka-

ble in many of his seed stage investments such as Paytrail and DealDash. By 

his active international work he has improved Finnish start up and business an-

gel activity to grow one of the most active ones in the Europe.”   

 

As the literature review mentioned that most of the business angels are highly 

educated also Ari Korhonen has a Master of Science degree from Lappeenran-

ta University of Technology. After that Ari Korhonen has been an entrepreneur 

for twenty years and now he has been a full-time business angel for over ten 

years. He has made a business angel investment for 32 start ups and including 

all the investment rounds he has done over 93 investment. He has invested for 

example in mariaDB, DealDash, Surveypal, Sympa, Miradone, In4mo, Flash-
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Node and 360Cities. He has also already made three successful exits from 

Severa, Paytrail and The Switch. (Korhonen Ari 2017) 

 

Anssi Vanjoki 
 

Anssi Vanjoki is a really respected Finnish manager. Nowadays he works at the 

boards of many companies, is the Professor of Practice at LUT and is a busi-

ness angel. He has done a remarkable career in 3M and Nokia. He was part of 

the famous Nokia “Dream Team”.  

 

Anssi Vanjoki has had 17 investments in different start ups since the 1980’s. 

Three of them are a public information; Valkee, Free Drop Innovations Oy Ltd 

and Omegawave. All of the investments are in Finland. He has some invest-

ments in Oulu, Jyväskylä, Turku and all the rest are in South-Finland. He has 

had during the best/worst times seven different investments going on at the 

same time but they have all been in a different stages. 

 

Riku Asikainen 
 

Riku Asikainen is a famous business angel and an entrepreneur. He is also 

known from Finnish Shark Tank (Leijonanluola). Additionally he has been active 

in for example Startup Sauna, Slush, FiBAN, Pioneers in Vienna etc. He was 

one out of 18 founder of FiBAN and has been a member of boar for four years 

which of two years he was the chairman. He started as an entrepreneur already 

in high school. He created Lukiolaisten kirjakauppa and sold it when he was 30 

years. Before that he had already created a same kind of company called LDE 

to France and Germany and sold it when he was 27 years old. He has graduat-

ed as a Master of Economics. He is full time investor and he has never done a 

“normal” job. By this the author means that he has never worked for someone 

else for money. 

 

Riku Asikainen made his first business angel investment to start up in 1995. 

Then there was no knowledge about business angels or at least it wasn’t called 
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that. The first investment was made for his friend’s company and the investment 

was 50.000 Finnish markka, which is about 8.000 euros. Today he has invested 

in 37 different start ups and at the moment he has 16 investments ongoing. 

Some of the investments he has now are ThirdPresence, EzyInsights, Jungle 

Juice Bar and Flashnode. He has made five successful exits from Lukiolaisten 

kirjakauppa, LDE, DR-Keskus, Nixu and Infomanager. Lately he has invested 

together with other angels and he has not had so active hands-on role in all the 

start ups. 

 
Saga Forss 
 

Saga Forss has graduated as Master of Economics from Hanken and has been 

an entrepreneur for over 15 years. Saga is really experienced investment bank-

er with an extensive international network. Her background is in cross-boarder 

mergers and acquisitions (M&A) during the past almost 20 years (Evli, Ander-

sen Corporate Finance etc.). She is one of the founding partners of Broadius 

Partners Oy (2005), a corporate finance boutique advising mid-sized (mainly) 

Finnish companies in cross-boarder transactions. Additionally she has also 

started her own company Integra Capital Partners.  

 

In 2008 she became an angel investor out of curiosity and interest in the food 

sector. Her first major investment was Leipomo Keisari (2008) that was ac-

quired by Fazer Bakery in 2016. Over the years she has done 7 investments 

and 3 exits (Leipomo Keisari as mentioned above, Talokaivo Oy was acquired 

by Pipelife in 2016 and Jungle Juice Bar by Vaaka Partners in 2017). Today 

she is still investor in 5 Companies (as she stayed as small minority owner in 

Jungle Juice after the transaction related to securing funds for internationaliza-

tion). 

 

In 2017 (most likely aired 2018) she will also be in the Finnish Shark Tank (Lei-

jonanluola). Today, she works about 50% with M&A transactions (Broadius 

Partners) and 50% as a business angel. 
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Table 8 Summary of business angels interviewed 

Name Ari Korhonen Anssi Vanjoki Riku Asikainen Saga Forss 
Education PhD in Energy MBA MBA MBA 
Started own 
business 

Yes No. Has done 
many inven-
tions 

Yes Yes 

Business An-
gel investment 
started 

2000’s 1980’s 1995 2008 

Full-time inves-
tor 

Yes No Yes  50% 

Number of in-
vestments 

32 17 37 7 

 

 

In the table 8 can be seen the summary of the interviewees. Three of the busi-

ness angels, Ari Korhonen, Anssi Vanjoki and Riku Asikainen, has been an 

business angel for about 20 years or longer. Only Saga Forss has been invest-

ing for shorter period of time, about ten years. That is why Saga Forss has few-

er investments done today. All of the interviewees are highly educated; they all 

have university degree. This is in line with the findings of for e.g. Morrissette 

2007, Sudek 2006, Haar et al. 1998 and Mason 2007. As Haines et al. (2003) 

stated business angels are really experienced as investors, which is in line with 

this study as Saga Forss is truly experienced investor.  

 

5.1. Process 
 

When thinking about the deal flow Riku Asikainen said that he estimates he has 

an access for deal flow of about thousand start ups in a year. It doesn’t mean 

he meets and goes through all of them. He said that he maybe checks about 

50-70 companies through. He underlined that it is really important that you have 

a massive deal flow so you are able to compare the companies. He added that 

he never thinks about a one start up rather the whole deal flow and then de-

cides which one to invest. All the companies look nice because the team really 

wants to sell part of the company. But there might be some scheduling prob-
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lems or just a bad luck or you don’t really have the time to go deep into it. Also it 

might be that he has eight good companies but he can only invest in one so it is 

like a review type of competition that means that some people like other things 

and some people respect other things. Furthermore he said that the free cash 

the investor has is a limiting issue. Of course you always need to think about 

the future so there is no chance he could do unlimited amount of investments. 

Also Ari Korhonen mentioned that even though no one says it out loud but the 

free cash flow really is a limiting issue.  

 

“One lesson that I learnt from a respectable business angel from Finland is that 

he never makes the investment decision about the one investment opportunity 

rather he thinks about the whole deal flow offering and compares them.” (Riku 

Asikainen) 

 

With a really rough estimation Ari Korhonen gets about 1000 contacts every 

year. As he has invested in 32 start ups in ten years the investing rate is really 

low, about 0,3%.  Ari Korhonen stated that normally the first investment round is 

about 25.000€ to 50.000€. His smallest input in first round has been 11.000€ 

and the biggest 412.000€. The average investment includes three investment 

rounds and altogether it makes about 100.000€ per company. It was also diffi-

cult for Anssi Vanjoki to define the number of contacts he gets yearly. He 

guessed it is hundreds of contacts. There are times when he gets many con-

tacts within a day and then there might be some weeks when he gets zero con-

tacts. It is really difficult to estimate. Additionally Saga Forss could not estimate 

the number of investment opportunities she gets every year. She gets contacts 

through email, FiBAN and her networks. She added that also she is active if she 

hears about an interesting company she contacts them herself. She said that 

there comes more and more contacts every year. With a very rough estimate 

from all the investment opportunities she faces, she takes a deeper look and 

makes the investment decision of about 50 companies every year. This means 

reading through the material of less than one new company in a week. 
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The normal investment that Riku Asikainen does is that in the first round he 

puts in about 20.000€ and he is ready to invest for three rounds in the same 

start up if all goes well. His biggest investments are hundreds of thousands eu-

ros for one company but he said he has learnt that the bigger the invested 

amount is in the beginning the bigger the failure will be. So that is why he said 

he tries to be more careful in the beginning because it is really difficult to see 

whether the start up will succeed or not. He estimates that three seems to be 

the average number of rounds he has invested in companies. But of course if 

he sees that there is not enough potential to grow he will not join the other fi-

nance rounds. Sometimes it is the case that also the company itself thinks that 

there is no point to invest anymore. Riku Asikainen said that he never owns half 

of the company. He said that even 20% is a lot and never one investor should 

own 50% of the shares. It is important that in these investments in the early 

phase that the entrepreneur still has the major responsibility. A typical first in-

vestment round is about 200.000-300.000 euros and there are five to ten inves-

tors in a round. So the amount invested is some ten thousands euros and one 

investor gets about 1-5 % per person. He said that he normally owns about 1-

10% of the company. 

 

Saga Forss said she likes to have at least 10% ownership of the company she 

invests in and then she has very active role in the business. She can also have 

a smaller portion of the shares but the she is not willing to be active in the start 

up operations. A normal first round investment for her is about 30.000-60.000 

euros. She never invests in a first round more than 100.000€. And it always de-

pends on the case and in which stage the company is when you go in. It’s really 

a different situation to go in to a company where there is already cash flow and 

profit compared to a start up that has no cash flow and the profit is negative. 

 

“If you don’t take advantage of the initial enthusiasm then the investment is less 

likely to occur. There is always some disagreements when making the contracts 

but rarely the investment falls because of that.” (Saga Forss) 
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These findings about the number of contacts/deal flow are not in line with the 

former literature. For example Lumme et al. (1998) found out that business an-

gels had a deal flow six to ten companies in a year.  In a more recent studiy 

Stedler and Peters (2003) found out that business angels in Germany have on 

average an opportunity of nine investments in a year. Only 25% of the respond-

ents had more than 15 investment opportunities per annum. Also Lahti (2011) 

found out that the deal flow of the business angels in 2006 were over 20. In the 

research 19,1% were subject to serious considerations and 8,3% of the compa-

nies did received a funding. It seems that the amount of contacts have risen ex-

ponentially. It could be said that the companies seeking for funding are also 

competing with each others, because not everyone can have the funding, only 

the best ones. And every business angel have their own definition of what is the 

best. 

 

When comparing the results with Lahti (2011) and Lumme et al (1988) it seems 

that the average share of ownership has decreased. In Lahti’s (2011) study the 

median share of ownership were 11% and in Lumme et al. (1988) study the 

ownership ranged from 11% to 49%.  In this thesis the ownership was in some-

where around 1% to 10%. The amount of the first investment of the interview-

ees in this thesis seems to be the same what other researchers have found. 

EBAN (2014) found out that business angel normally invest 20.000€ to 50.000€ 

and compared to findings of this research, business angels invest about 

20.000€ to 60.000€ which can be seen in the table 9 below. 

 

An important note that both Riku Asikainen and Ari Korhonen pointed out is that 

there is a limitation when making the investments. They said that the amount of 

free cash is always a limiting issue and that why you need to consider to which 

company/companies to invest because they cannot do an unlimited amount of 

investments every year. So even though there would be five perfect companies 

and if they wanted to invest in all of them, it may not be possible because of the 

limited amount of cash.  
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Table 9 Business angel investments 

 Ari  
Korhonen 

Anssi 
Vanjoki 

Riku 
Asikainen 

Saga 
Forss 

Whole deal 

flow in a year 

 

Ca. 1000 

 

150-200 

 

>1000 

 

Number of in-

vestment de-

cisions in a 

year 

 

 

  

 

50-70 

 

 

50 

Amount of the 

first invest-

ment in a first 

round 

 

 

Ca. 25-50 K€ 

 

 

Differs a lot 

 

 

Ca. 20 K€ 

 

 

 

Ca. 30-60 K€ 

 

 

Making the investment process Anssi Vanjoki stated that there are no typical 

time period used to make the decision. Sometimes the investment has been 

made in two-three weeks and some cases have taken years before he has 

made an investment. He said that there are no standards and he doesn’t have 

any specific goal when considering the investment process time. Also Ari 

Korhonen told that there is no typical time that investment process takes. A 

good precept for entrepreneur is to reserve two to three months with business 

angels and six to nine months with venture capitalists. But of course if there is 

in a hurry and the company is really interesting then the decisions can be made 

quickly. For example if the company has contacted Ari Korhonen once and 

comes again after a year he gets some perspective what the team does and 

how the company makes progress. But if he has to make the decision within 

few weeks Ari Korhonen cannot see if there is any development or are the en-

trepreneur/team just talking and doing nothing.  

 

“Investing to start ups is like getting married. You don’t do that on a first date. 

Nine to ten years is a long time to work with a team, so its good to get to know 
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the team very well and see whether you have a good chemistry with them.” (Ari 

Korhonen) 

 

The investment process is not always the same said Riku Asikainen. Nowadays 

he makes investment almost always with a business angel group. He said that 

nowadays making the investment requires that he hear about the company from 

his business acquaintances or other business angels recommend the company. 

After the recommending he checks out the company from some external mate-

rial and thinks about if he understands the idea and does it sound good. After 

that he talks with the entrepreneur face to face for a short time about half an 

hour to one hour. Then they keep in contact over phone and usually meet 

again. Next he calls to his networks to test the idea and asks about their opin-

ion. He said that he always asks many people for their opinion before making 

the investment decision. He always tells this to the entrepreneur and asks for 

permission if he calls to a customer of the start up. He said that it is really im-

portant to hear what the customer has to say, if there is one. After that if he still 

is interested he asks for a wider material package. That should include budgets 

and other excel tables. If there are some other investors he tries to meet them. 

Later he checks things like how is the team, the markets, technology, IPR, risks 

and shareholders’ agreement. As Riku Asikainen often invests with other busi-

ness angels the process varies depending on his role. If he is the lead investor 

he needs to make a really good check about the company and talk with the oth-

er investors, think about the pricing and the structure of the deal. If he is not the 

lead investor and he relies on whoever it is then he does not make such an in-

depth check. Usually he does not make a quick decision about the investment. 

 

Saga Forss said that the decision-making about the investment can last from 

two weeks to two months depending how quickly the investor and entrepreneur 

gets a mutual understanding. But she says that usually the first decision comes 

quite quickly when she sees the material. She can see pretty quickly is the in-

vestment for her or not. The second step is to meet the team. That can change 

your decision about the investment. And the third step is that you negotiate 

about the price and the structure of the investment. She adds that the longer 
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time the process takes the more uncertain becomes the investment. If you don’t 

take advantage of the initial enthusiasm it starts to decrease over the time and 

the investment pours into the sand. She tells about one example where an in-

vestment opportunity failed because the entrepreneur couldn’t be flexible nei-

ther in the valuation of the company nor in the structure. And those negotiations 

took several months. She underlines that the longer the process takes the more 

unlikely the investment will come to fruition.  

 

“It is really important how you go into the company when considering about the 

returns. The parties need to be really flexible.” (Saga Forss) 

 

Ari Korhonen stated that the most important issue in the investment process is 

the due diligence. With that you check whether there is a market, is it scalable 

and is there exit barriers. Then you think can you believe that this business and 

these people could make the company success. The most important thing is the 

company growth. And by growth he means 50-100% yearly growth. If a start up 

gets stuck in a middle way, it almost always means it will fail. There are only a 

really few companies that will get a good growth after it has been stuck. During 

the due diligence he goes through the entrepreneurs experience and sometime 

he makes reference calls. Sometimes there comes an entrepreneur that has al-

ready established and sold a company. That is a huge reference and track rec-

ord for investors. Again these entrepreneurs might already have the connec-

tions to get the needed funding so there are not too many entrepreneurs like 

this gaining finance from Ari Korhonen. Anyway that would be a huge certifi-

cate. During due diligence Saga Forss checks the criminal record of the team, 

how the finance part is handled, balance sheet is correct and that the contracts 

are okay. Additionally she also calls to the customers if there is some. Some-

times she uses external due diligence services to get it done for her.  

 

When thinking about the financial part of the investment Ari Korhonen makes 

three years cash flow forecast, three-year balance sheet and income statement 

forecasts. And of course he calculates the valuation for the start up to know on 

which amount he should go in to the company. Also Anssi Vanjoki does some 
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counting in the due diligence phase. He checks the business plan and does fu-

ture dating. Additionally he uses digital channels to find out the people and the 

whole set. He always wants to meet the whole team and have a talk with them if 

he makes the investment. 

 

Saga Forss makes individual investment but also invests in business angel 

groups. But she underlines that every decision she makes must be self-reliant.  

Saga Forss says that she doesn’t ask for advice from her friends or other busi-

ness angels. She says that when you make an investment you must trust your-

self. She uses lawyers to read all the contracts and she may use advisors for 

due diligence. But the decision-making must be independent. She may talk 

about the investment opportunity to someone but she is not so assured it is 

worth asking. She says that in these types of investments you need to be able 

to see the light. You either take the risk or you don’t take. But if the case is for 

example a start up that has its own production facilities its good to ask someone 

who understands the machinery that is everything usable and is it realistic. She 

says that it’s always good to use experts but definitely not ask opinion for the 

investment decision.  

 

Riku Asikainen gave two examples of how the investing had failed in the last 

point where they were already signing the contract with the start ups. The first 

example was when he was leading the fund raising to a start up. It was a start 

of a summer, an early June, and he was checking the contracts with the entre-

preneur. They were going through the shareholder’s agreement when he no-

ticed that the entrepreneur was going to have his holiday on that summer. The 

business angel group was investing there 200.000-300.000€ and there was a 

huge hurry to get to the market. Riku Asikainen said that he understands that 

everyone has a right to have a holiday but at this time the timing could be 

worse. And the entrepreneur was not willing to reschedule his holiday. Riku Asi-

kainen said that for him this was a undefeatable obstacle. Riku Asikainen was 

the lead investor but he thought that if the entrepreneur couldn’t be flexible at 

all, then he will terminate the investment. Rest of the business angels did invest 

in that company but Riku Asikainen says that he is content with his decision. 
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The second example was kind of another way around. The business angels 

were all around the table waiting for the team to sign the contract when the 

team called them and said they are not coming. The team had had another offer 

for the company. Finally they did not even sell the company and the reason is 

not known. 

 

As can be seen, there are numerous things that can terminate the investment 

process. It can be from the investor side or from the start up side. These are in 

line with the previous literature. The investment process may break down for 

several reasons. As Paul et al. (2007) stated also the business angels financial 

situation may cut down the investment opportunity even though it would have 

been very interesting one.  

 

It can be seen that there are no typical time period where the investment is 

made. Business angels said that it always depends on the case. It is important 

for the business angels to get to know the team and consider their investment 

because probably they need to spend ten years with the team developing the 

company. Important notice was that Riku Asikainen said that nowadays making 

the investment requires some reliable business partner to recommend an in-

vestment for him. 

 

The findings about the due diligence are in line with the previous literature. As 

Lahti (2011) found out in due diligence process business angles contact com-

pany’s possible customers and other stakeholders. Also Riku Asikainen, Ari 

Korhonen and Saga Forss make reference calls. Saga Forss said that in due 

diligence process she often uses external advisors, which is in line with the find-

ings of Mason (2007). However these advisors rarely has anything to do with 

the investment itself, nor the decisions (Mason 2007).  

 

About the NDA’s Riku Asikainen said that people usually misunderstand the 

business. If you are looking for finance you need to be able to tell about your 

business idea. No one signs nowadays a NDA contract. He said that he gets to 

hear so many business ideas that he can not remember which one was secret 
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and where has he heard about the idea and the markets. He usually says to 

people that don’t tell me anything he cannot tell to anyone. But its not like he 

would blabber about the ideas but he needs to be able to ask opinions from 

others.  

 

Both, Riku Asikainen and Ari Korhonen, mentioned that there is a discrepancy 

between the investor and the entrepreneur considering the investment time. 

The entrepreneurs hope to get the money as soon as possible but the investor 

thinks that is good to take some time and get to know the entrepreneur/team 

better. Ari Korhonen states that that is the reason why entrepreneurs should 

make the first contact much earlier before they need the first investment. Riku 

Asikainen underlines that there is no point for him to say no for a company. He 

can always say lets see later for the start up so he can keep the option open. 

There is always opportunity for him to invest on the next round. It is conflicting 

interests; the business angel has an interest to keep the option open as long as 

possible and the entrepreneurs have an interest to get the money as soon as 

possible.  

 

5.2. Investment criteria 
 

“The best investments you make when you have some kind of feeling towards 

the company/product/service.” (Saga Forss) 

 

The three most important investment criteria Saga Forss listed are: 

 

1. The first one is that you believe in the business idea and you have 

some kind of a vision.  

2. Second one is the team and its utmost important you cannot highlight it 

enough. And its important that the team have even more faith in the 

business than the investor does. 

3. The third thing is that the valuation of the start up needs to be correct. 

Nowadays you see a lot of companies that all they have is a power 
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point and they valuate the company for 1,5 million euros and there’s no 

sense in it. Also part of the third criteria is the structure of how the in-

vestment could be made.  

 

“Lately there have been so many start ups with a foolish valuation. For example 

if all the company has is a power point presentation and their valuation is 1,5 

million euros and they say maybe they will have some sales after two years. It 

is so absurd.“ (Saga Forss) 

 

Saga Forss said that she thinks that you will make the best investments when 

you have a feeling towards the product/service. And it is important that investor 

believes that the leader of the start up is willing and able to take the company to 

the next level. She more and more wants to invest in start ups that are really 

going to international markets because Finland is too small of a market. But 

companies like this are not easy to find. Many start ups say that they want to in-

ternationalize but when the time comes they are not ready or willing to do it. 

She told that the team is really big part of the investment and other thing is, as 

she says, that she can see the light. 

 

“I always think about the exit before making the investment. We go in (to the 

company) implement it for 9 to 10 years and after that we try to sell the shares. 

Business angel investing is really a long-term investment but we don’t stay in 

the company forever. But it doesn’t mean that all we do is aiming at the exit. 

The main thing is to develop and build up a company.” (Ari Korhonen) 

 

Ari Korhonen listed five of his most important criteria for investing, which are the 

following: 

 

1. The first one is the team. He says it is the most important part of the 

start up. It is important that the team is able to create a growth compa-

ny. It is not like the angel invests in the idea it is more like investing in 

the people. It would be good if the team would have complementary 

knowledge. It’s not good if all the people have been in same kinder gar-
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den and had the same courses in university. The ideal situation would 

be if there were one sales guy, one technology person and one person 

that would understand the numbers. If there were only one founder that 

is also okay but it would be better if there were two or three founders. 

But there should also be the one person who is a leader. It’s not like all 

the team members would be on the same line. Ari Korhonen also says 

that he goes through the entrepreneurs and the teams track record and 

experience before the investment. Sometimes he might also make 

some reference calls.  

2. The second criterion for investing is the market. There should be a mar-

ket that is really on a high growth. The market doesn’t need to be that 

big if it is on enough high growth. If the product/service is a new thing 

then its possible there are no existing market yet. With a small market 

he means about 100-200 million-euro markets.  

3. The third criterion is the scalability. Nowadays the service concepts are 

trendy but there also needs to be a software platform or something that 

gives the company competitive advantage. A good example is games or 

apps. Even tough these are downloaded 100 million times the costs of 

the company still remain the same. 

4. The fourth important criterion is entry barriers. This means that every-

one does not easily copy the idea or product/service. 

5. The fifth, last, criterion he mentions is the exit. It is important that you 

have the chance to get a good exit. If you feel like no one would be in-

terested to buy this kind of a company then you shouldn’t invest on it. 

He said that he always considers about the possible exit before he 

makes an investment.  

 

“The possibility to make an IPO in Finland has not been really good before. It 

hasn’t even been an option earlier. But nowadays there really starts to be an 

opportunity for that too.” (Ari Korhonen) 

 

Ari Korhonen stated that he always thinks about the exit before making the in-

vestment. When you make an investment you develop the company on average 
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from nine to ten years so that you could be able to sell your shares or the whole 

company to some other investor or back to the entrepreneur. It is really a long-

term investment; business angels do not want to stay in the company forever. 

That is why it is crucial to think about the exit before making the investment. But 

it doesn’t mean that all you do is to try to sell it. The most important part is to 

develop the company. If at some point there comes offers to buy the company 

then often business angels would like to sell it. Beforehand it is really difficult to 

say which exit would be the best. You need to wait and see what is coming. In 

Finland the IPO has not really been an option before but nowadays it could be 

possible route. The most typical exit is that you sell the company to foreigners. 

All of his three exits have all been sold to foreigners and these exits have been 

successful. 

 

Riku Asikainen said that the most investment criteria always depend on the 

case. Here are the criteria (these are not in order of importance): 

 

1. Entrepreneur/team. That is the basic thing. Do I get the feeling that this 

person can make it? That is important. And if he/she can make it then 

what? What is the benefit?  

2. The market. Is the market size enough? And is the profit structure good 

enough? 

3. Need for further funding. If the investment opportunity is good but at 

next round you should put a really high investment, it is pretty much im-

possibility for business angels. 

4. Do I want to do this? I need to get the feeling that this could be fun or 

cool. The reason for this feeling could be that the business is cool or 

that it’s enjoyable to make fancy business models or that the business 

is helpful, for e.g. healthy or useful in some way. 

 

Riku Asikainen underlined that in the top five criteria does not include the exit. 

Of course business angels always thinks about the exit at some point but if it is 

in at the first steps then it is not the right thing. If you think about the exit already 
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at the beginning it only makes the company development more slow. But of 

course you need to be able to make the exit from the company. 

 

“I try to take risks that I think I understand and see and that I’m able to put a 

value on. In practice it means that I want to take risks in areas that I somehow 

know. It is important for me that I understand the business what the company is 

doing and I need to be able to explain it to someone else.” (Riku Asikainen) 

 

Anssi Vanjoki listed his most important investment criteria as follows: 

 

1. The first and the most important thing is that he understands what the 

company is about and what they are doing.  

2. The second criterion is that he only invests in cases he really believes 

changes something that exists or creates something new.  

3. The third criterion is that the start up needs to be technology based. He 

doesn’t invest in ideas that cannot be patented or protected in some 

other ways.  

4. The fourth criterion is that he has to have an insight that the idea is fi-

nancially profitable.  

5. The fifth criterion is that is the value of the start up realistic. 

 

Considering about the exit, Anssi Vanjoki stated that he does not think about 

the exit before making the investment. He said that for him it is not the essential 

part. He would rather see the investments as a more perpetual business.  
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Figure 6 Business angel investment criteria 

 

In the figure 6 above can be seen business angel’s most important investment 

criteria. It can be said that in this study the entrepreneur/team is the most im-

portant criteria. This is in line with previous literature (for e.g. Sudek 2006, Ma-

son and Stark 2004, Van Osnabrugge 2000, Stedler and Peters 2003, Clark 

2008, Mitteness et al. 2012b, Haar et al. 1988, Paul et al. 2007). Also valuation 

and market are important factors. Even though exit is only in one list in business 

angel’s top criteria, Saga Forss, Ari Korhonen and Riku Asikainen pointed out 

that it is really an important factor. But it’s not among the first factors business 

angels considered about. Another thing that business angels mentioned was 

that it is important for the business angel to understand what the business is 

about. 

 

Market was also important criteria for the interviewees. The market size, profit 

structure and market growth were important factors for the interviewees.  From 

earlier literature also Mason and Rogers (1997) notified that a new market with 

a large growth potential was the most critical factor. 

 

“If you have a B-level team with an A-level idea it will probably fail. But instead if 

you have an A-level team with a B-level idea, the team is able to pivot and 

change the strategy and the company can be a success even though the origi-

nal idea wasn’t so good.” (Ari Korhonen) 
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Saga Forss said that an optimal team comprises of two. They need to believe in 

what they do and be ready to work hard and willing to take the entrepreneurial 

risk. Its often challenging if someone has been working for someone else for a 

long time and used to big organization. It’s so different thing to be an entrepre-

neur. It doesn’t mean you can’t have a family and you need to give up every-

thing else but you need to have the courage to take risks. You cannot always 

be 100% sure that everything will work.  And when you fail you need to learn 

about it and get over it.  

 

“I’m not interested about ideas, I’m interested about the people. All the ideas 

someone invents have already been invented before. The question is how you 

realize the invention and is it rational? Most of the ideas are not. At least they 

are not good enough for a business idea.” (Riku Asikainen) 

 

About the team Riku Asikainen mentioned that the impression the team gives in 

the first meeting tells him a lot. It is important what things the team underlines. 

He always remembers the most important data points, for example if the team is 

really highly educated. Considering about the team structure he said that there 

are no right answer. He would prefer if one is a leader and only one owns the 

company. But no one survives alone you always need the team. He said that an 

optimal composition in a small company would be three. He said that the opti-

mal entrepreneur is not really young rather about thirty plus years old. So you 

can see she/he has really has some understanding of work and has some life 

experience. They need to be able to give something from themselves. It cannot 

be the way that investors starts to motivate the team; it needs to be in there 

110% surely. He underlines that it would be important for entrepreneurs to real-

ly understand it that if you get outside investors you truly need to work you ass 

off. After the investment, the company is all the entrepreneur needs to focus on, 

nothing else. To achieve a world championship requires the entrepreneur to 

travel around the world all the time. Even though the product/service would be 

solely in the Internet you still need to go and meet you customers. Additionally 

Riku Asikainen mentions that it is really important that you feel that you could 
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get along with the team. It is essential thing for him. He aligns that this investing 

is not a thing he must do so if he doesn’t like the team he might not invest even 

though the business seems successful. Because if he doesn’t like the people he 

doesn’t have the energy to help them which is really much needed because 

there will always be problems and you cant help it. So there is no point going in 

with a team you don’t get along because they will need your help at some point. 

 

“Entrepreneurs need to be in their company with their full heart. Even though 

the company would be an enterprise software company, which is like the dullest 

thing in the world, they need to be really fascinated about their own thing. If they 

don’t talk about it with excitement and working is boring, the company will not 

succeed. So if I meet about 1000 companies in a year in the best 30 of them, 

the entrepreneur’s excitement level must be at least five (in a scale from 1-5).” 

(Riku Asikainen) 

 

“The team needs to have some diversification, different kind of know-how. But it 

is important that it would be very deep and exact.” (Anssi Vanjoki) 

 

What Anssi Vanjoki tries to figure out about the team is that do they have the 

core capabilities they claim they have and how is their working history. On the 

other hand it is important how they work as a team. This isn’t any individual per-

formance. It is important they are cooperative. Usually it is important that the 

team has some diversification, different abilities but it is important that the 

knowledge they have would be really in depth and specialized. Anssi Vanjoki 

underlines that the team is everything and nothing else matters. It all starts with 

the capabilities the team have and their ability to cooperate.  

 

Ari Korhonen highlighted that it is really important for the business angel to get 

to know the team. He says that when you work with a team for about nine to ten 

years you really need to have good chemistry with them. He says that if the co-

operation is difficult at the beginning it doesn’t get any easier rather just gets 

more difficult. The entrepreneurs always hope that the investor would make the 

decision quickly so they could get the money sooner. If there is a need and hur-
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ry a business angel can make the decision fast but usually it takes about two to 

three months to get the investment starting from the first contact. Ari Korhonen 

says that if you meet a team and make the decision quickly you are not able to 

see whether the company and the team make any progress or is it just a talk 

but nothing happens. Contrary to this is when a start up contacts you again af-

ter a year for example. Then the business angel has a long time-range and he 

can see what they have achieved in a year. That is why Ari Korhonen says that 

it would be good for the start up to contact the business angel already in the 

earlier phase so that the business angel has some time to follow their progress 

rather than contacting an angel when they are in a hurry and in a huge need of 

money. 

Every interviewee highlighted the importance of the entrepreneur/team. Inter-

viewees told that the impression, passion, believing in their own thing and co-

operation are the most important thing in the entrepreneur.  This is in line with 

the earlier literature. For e.g. Landström (1998) and Prowse (1998) found out 

that business angels look for entrepreneurs they can work with and who they 

can trust. Researchers have also argued that passion is a critical attribute for 

the entrepreneur (Bird 1989, Cardon et al. 2009).   

Also a famous venture capitalist, Arthur Rock, has said that: “Nearly every mis-

take I have made has been in picking the wrong people – not the wrong idea”. 

(Bygrave & Timmons 1992, 6) 

 

“Investing in early stage companies the vision you have, I wouldn’t say it’s a 

feeling, has an affect of about 50% to the final investment decision, in some 

cases it can be even bigger. But it means that numbers cannot prove it. It’s 

based on the appearance I get when talking with the entrepreneur/team.”  

(Anssi Vanjoki) 

 

When asking about how much intuition/feelings affect the final investment deci-

sion Anssi Vanjoki said that about half of the decision comes from the feeling. 

He says that in early investments it’s more like the vision rather than a feeling 

but anyway it is a thing you cannot prove with numbers. In some cases the feel-
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ing can affect about 50% or in some cases even more to the decision. Most of 

all it is based on to the feeling you get when you talk with the team and whether 

they have realistic business plan and the capability to achieve it. 

 

Saga Forss told that intuition has a big role in the decision-making. In principle 

you use all the rational instruments to check the investment and the company in 

the end its intuition that affects. For example if you have two good companies 

where everything is checked and okay but the final decision comes from your 

believe. There can be a lot of knowledge behind the decision but you need to 

see that this has an opportunity and you believe both the megatrend and the 

entrepreneur. The decision is based on knowledge and rationality but the final 

thing that makes you invest or reject it comes from your intuition. 

 

Riku Asikainen said that he has thought a lot about how he makes the invest-

ment decision. He says that a feeling or intuition has a big role in the final deci-

sion. He tells that when he has like 1000 start ups and everyone has kind of 

guessed the numbers (for future cash flow, budget, market share etc.) and after 

monitoring he has two or three companies where to invest and he can only 

make one investment so how does the first one and the second one differ from 

each other? He says that the final decision between these two companies is 

just the feeling he gets. 

 

Ari Korhonen thinks that intuition and feelings are in a quite remarkable part of 

making a decision. He uses example when you are buying clothes or a house 

or a car. They really might not make a sense but you buy it because you feel it 

is a good decision. It kind of a same when investing in start ups. When you 

meet the team about three to five times you get the gut feeling that these peo-

ple can make the things happen. It might be that the intuition is a big part of the 

decision making. It is really difficult to say how big impact it has.  

 

All the business angels told that intuition or feelings affect their decision making. 

Also it is important that you have a vision about the company and the market. 

This is in line with the previous literature. Haines et al. (2003) stated that busi-
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ness angels rather rely on their intuition and gut feeling than to perform a formal 

analysis. Also Lumme et al. (1998) and Paul et al. (2007) have made the same 

conclusions. 

 

Riku Asikainen said that the markets in Finland are so limited that it is kind of 

impossible to invest only in one sector. He adds that it’s quite old-fashioned to 

even talk about the sectors because nowadays almost all companies are doing 

business in more than just one sector. There are some things he is not willing to 

do, for example invest in games or cancer medicine. Normally he invests in ser-

vices or softwares. Anssi Vanjoki says he does not invest only in one industry. 

He is willing to invest in any industry that has some technology. But he is more 

focused on wellness, healthcare and sports. These are the line of businesses 

he follows more in depth. Saga Forss said that she prefers investing in food in-

dustry because she has always been interested about food, wellness and fit-

ness. Additionally it is easily understandable even for layman. But as seen from 

her earlier investments she also invests in other industries as well. 

 

Ari Korhonen underlined that it is really important to invest in start ups which are 

in the same industry that the angel has experience from. He underlines that 

business angel investing is more like giving the knowledge and contacts to the 

team instead of the money. The entrepreneur of course sees the money as the 

main thing of the investment but Ari Korhonen says that it is the combination of 

the contact network and experience that really helps the start up to grow and go 

forward. You cannot give any experience if you invest in an area or industry you 

know nothing about. It doesn’t mean you need to know everything but investing 

in industry you don’t know anything about is the same, as you would do lottery. 

It is not business angel investing anymore. 

 

Riku Asikainen said that in Finland it doesn’t matter where the start up is situat-

ed because the country is so small. But when he thinks about his investments 

they are all in Helsinki. He points out that all the investments that he is partici-

pating actively are in Helsinki. Additionally he has investments in Estonia and 

one in Budapest. Companies where Saga Forss has invested in are all situated 
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in Helsinki except Combinostics that is in Sweden. Ari Korhonen has most of his 

investments in the Helsinki region (where he lives now). Additionally he has four 

investments in Lappeenranta (where he has lived before), one in Turku, two in 

Tampere and two from Jyväskylä. He has also made some direct investments 

to foreign companies; one in Sweden, one in London, one in Prague and one in 

USA. Also Anssi Vanjoki has most of his investments in Helsinki region. Addi-

tionally he has one in Oulu, one in Jyväskylä and one in Turku. 

 

“Business angels - if there even is such a thing because greed is behind every-

thing. When making the investment I need to have something to give for the 

company, other than money, I really want to go actively into the operations, to 

have a hands-on role.” (Anssi Vanjoki) 

 

Riku Asikainen stated that when making a business angel investment there al-

ways needs to be the ability to add value. Otherwise he could invest in public 

listed companies. But it needs to be realistic; he cannot be a sales manager. 

The support he gives can’t be something to do with daily operations. The best 

help I can give is to give some networks, help with making an option, making a 

cash flow forecast, helping to get more funding and selling the company. 

 

“As I see it the start up does not need to have any tangible product, the idea is 

enough. The most interesting cases, from the point of view of business angels, 

are the ones that are in really early phase.” (Anssi Vanjoki) 

 

When thinking about the start ups that contact Anssi Vanjoki they don’t need to 

have any ready prototype or product an idea is enough. The most interesting 

cases for him are those that are on a really early phase that there is only the 

idea. It is really important in business angel investment that you have some-

thing to give for the start up. Anssi Vanjoki likes to participate really actively in 

the company’s operations. 

 

Business angels in this interview did not invest in only one sector. They invest-

ed on industries they were interested on and from where they had some experi-
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ence. It was also found out that business angels like to invest in companies 

where they are able to add value by having hands on role or helping with con-

tacts. This finding is supporting the agency theory view by Van Osnabrugge 

(2000). As Hart (1995) stated many business angel are involved in the compa-

ny’s operations because they are using monitoring as a control mechanism. 

 

Ari Korhonen stated that there are millions business angels around the world 

and they all have different approaches for the investment. There are business 

angels that are willing to invest for the company even tough they don’t have the 

product/service built yet but nowadays its more typical to invest for a company 

that already has a minimum viable product (MVP) and there are already some 

sales or at least some customer has promised to buy the product. Ari Korhonen 

himself has invested in companies that don’t have any prototype built yet. Any-

way he sees that the best time for business angel to make the investment is 

when a company already has some MVP because they rather like to fund going 

to the market rather than funding the R&D. But of course there are business 

angels that want to be part of the R&D process. He adds that it is seen as a 

very positive addition if the start up already has some patents. But when you 

work in a software industry it is really difficult to get any patent but still there 

should be some market entry barriers concerning the possible competitors. 

 

Riku Asikainen said that if the start up only has an idea its not enough. Practi-

cally they need to have some software or product. IPR is not that essential for 

him. Of course its good to understand them and sometimes these are worth 

money. But in software business IPR rarely has any value and these are really 

hard to patent. The patent it’s more like nice to have. Needless to say the prod-

uct need to be unique in some way and it needs to stand out. But sometimes 

entrepreneurs say that they are first in the market and there’s no competition 

and that is never true. Then they have not thought of the markets right.  Also 

the product/service needs to be scalable. But when the scalability is able only 

by big amount of money it makes things difficult. Nowadays scalability is easy in 

traditional products and software services scale by definition.  
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Saga Forss said that idea is enough if it is seen in the company’s valuation. 

Somehow the product/service needs to be unique. It can be designed for the 

mass market but it needs to stand out. IPR in some cases it is a precondition 

but in some cases not. She would prefer if the business were scalable in some 

way. It can be the concept, the product or the manufacturing. 

 

Riku Asikainen told that the market is usually a really difficult issue for entrepre-

neurs. Many entrepreneurs don’t understand the market and defines it wrongly. 

Riku Asikainen says that he is not easily afraid of competition. If some product 

is really good and there is competition it’s good news because it tells me that 

the market really exists. But then the question is how the product is unique? If 

there is no competition for the product it’s a bad thing because it tells that no 

one is interested about this thing. For him the competition is usually not a rea-

son to reject an investment opportunity. Riku Asikainen mentions that scalability 

is really important thing. The good companies need to have an opportunity to 

grow big. But if the scalability is only able with a big money then it makes the 

investing really difficult for business angels.  

 

Saga Forss noted that market has a big impact on the decision. Sometimes you 

can be a little bit blind about the market that it is 100 billion but it may not be 

critical. If the business is technology-driven and the profit margin is some cents 

it is crucial that you have a big market. But for example in Leipomo Keisari they 

brought to market these handmade good breads and it was a niche market. But 

that can be enough. 

 

Anssi Vanjoki stated that important about the markets is that do you as a busi-

ness angel think the market is defined correctly and does the market exist. And 

how big portion of the market the start up could achieve. And if the market 

doesn’t exist yet could it be big enough. Anssi Vanjoki adds that the start up 

business can be quite a small but if it can achieve 70% of a protected market it 

can be really safe and profitable business. When discussing about the markets 

and competition Anssi Vanjoki underlines that if the story of the start up is be-

lievable and the strategy enables to achieve a good competitive advantage he 
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could be interested about the case. He says that there is no need to be afraid of 

the competition. You should rather be afraid if there is no market and you are 

doing something really new there is a big uncertainty about the market and it is 

a huge question mark. 

 

“If the entrepreneur tells me there is no existing competition it makes me won-

der has he done the market research well enough or has he not understood the 

market?” (Ari Korhonen) 

 

About the competition in the market Ari Korhonen said that if the market is really 

competitive already the start up should at least have a really new and different 

point of view so you could really differ from the other competitors. He also 

states that event though there is no existing market for the product/service it still 

competes with other existing services/products. He adds that if the entrepreneur 

tells you there are no competition then the angels start to wonder do they really 

know the market and do they understand it. He sums up that the less there are 

competition the better it is because then you have a cutting edge position for 

the market. 

 

“The valuation is unfair. About 90% of the companies are extremely overvalued 

but then again there are these 10%, which are undervalued and these entre-

preneurs should get more money from the shares. But the problem is that busi-

ness angels can’t identify these companies from each other.  That is why also 

these not so good companies get too much money from their shares. Only the 

one company brings in the biggest slice from the cake.” (Riku Asikainen) 

 

Riku Asikainen said that the valuation is really difficult. Most of the start ups, 

about 90%, are highly over valuated but some of them, about 10%, are under 

valuated. But it is difficult to say which one is over and which under valuated. 

That is why also all not so good companies get a lot of money for their shares. 

 

Business angels did not see that the competition would be a bad thing. They ra-

ther saw that if there were no competition, maybe the entrepreneur had not un-
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derstood what was the right market.  But if there is competition the product defi-

nitely needs to be unique. As researchers suggested the business angels are 

not afraid of competitive markets (Lumme et al. 1998, Mason and Harrison 

1996b). The findings differ from the study of Mason and Rogers (1997) who 

found out that the most critical factor were a new market with a large growth po-

tential.  

 

5.3. Rejection criteria 
 

The three most important rejection criteria Saga Forss listed are as follows: 

  

1. The first one is that if she doesn’t understand what the company does 

or see the light then she will not invest.  

2. A second criterion is that if she has no believe in the team.  

3. The third one is the valuation of the company. If the company is other-

wise interesting but the valuation is way too high then she is not in. 

 

The rejection reasons Anssi Vanjoki listed are as follows: 

 

1. First one is that the business seems stupid and it lacks credibility.  

2. The second reason is that the team is not believable and they don’t 

have the knowledge base neither the team cohesion.  

3. The third one is that the valuation of the start up is too high at least 

when comparing to the shares given to the investor. 

 

Riku Asikainen said that the rejection criterion usually is that the company 

comes only with an idea. He says that his not that interested on ideas it’s more 

about the people, the team. He explains that someone else has already invent-

ed most of the ideas that people invent. He says that how you implement the 

idea into business is the key thing. Finally he says that most of the ideas are 

poor at least for making a business. There are plenty of ideas but only a few of 

them makes the success. Most of the ideas are valued negatively because 



  83 

 

 

 

people use so much time to think about it. The best entrepreneurs are those 

who are open about their idea and test it. Usually we business angels are the 

first contact to market. For him as an investor it is extremely important that the 

company would already have at least one customer that would have validated 

the product/service for him. That is what abeles him to do the investment deci-

sion more quickly and easily. 

 

Ari Korhonen mentioned the two most common rejection criteria. The first one is 

that the entrepreneur or the team is being too arrogant. By this he means that if 

the team says they know everything and they have a good plan how to make it 

work but they only need the money. Ari Korhonen underlines that really few 

companies make it without any advisor or mentoring. Creating a successful start 

up and making an exit is a long and difficult journey with so versatile things to 

across. Another reason is a lack of untied equity. Korhonen says that many an-

gels don’t say this out loud but of course there comes a time that you don’t have 

any spare 20.000-50.000€ to invest. That is why it is important that the exit 

market would rotate well. When you make an exit you get the money away from 

one company and you can make one or two new investment with that money. 

There should be as many exits as possible so you would be able to make new 

investments to get the money rotate. Ari Korhonen says that many of these 

companies that make exits their entrepreneurs start to make business angel in-

vestments themselves or start a new company. At least he has this experience 

from the companies he has done exits from. 

 

The most important rejection criteria by the interviewees were the entrepreneur, 

unconvincing business idea, the team being not believable and the valuation 

being too high. As has been stated a big rejection criteria is overvalued compa-

ny (Haar et al. 1998), unrealistic business plan and untrustworthy entrepreneur 

(Mason and Harrison 2002a, Feeney et al. 1999). 
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6. DISCUSSION AND CONCLUSION 
 
This chapter presents the findings and answers the research question. After 

that the methodological applications, theoretical implications and managerial 

implications are being presented. Finally there are some suggestions for the fu-

ture research.  

 

6.1. Key findings of the research 
 

There are a huge amount of aspects affecting the business angel when making 

an investment decision to a company. Not only business angels’ own history, 

experience and preferences affect the decision making but also many different 

thing in the company itself including the entrepreneur and the team. Additionally 

external factors affect the decision making such as the market, exit opportuni-

ties and IPR (intellectual property rights). 

 

In the table 10 below are listed the key findings in this study. The research 

question was: What are the specific attributes that affect the business angel de-

cision making? How Business Angels makes the investment decisions? To an-

swer these questions the key findings are explained and interpreted.  

 

Table 10 The key findings 

Entrepreneur/ Team -Needs to have a strong faith in the business 

-Business angels don’t invest on the idea, they invest 

on people 

-Complementary knowledge 

-Co-operation 

-Good chemistry 

Market -Scalability 

-Needs to be in a really high growth 

-Often misunderstood by entrepreneurs 
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-Competition is not weakness 

Intuition/ Feeling -Half of the decision 

-Remarkable 

Product/ Service -It is important that the business angel has a feeling or 

vision about the offering 

-Entry barriers 

-Uniqueness 

Investor -Distance: Most of the investment are near the busi-

ness angel’s home 

-Ability to add value 

-Hands-on role 

Networks -Business angel groups 

-Recommendations 

Discrepancy be-
tween the investor 
and the entrepre-
neur 

The entrepreneur wants the money as soon as possi-

ble but at the same time the business angel would like 

to think and see how the team and the business 

evolves 

Other -The number of deal flows is really a huge. 

-One issue limiting the investments is the free cash 

flow. 

-Valuation often way too high 

-Business angels like to invest in sectors they are in-

terested in 

-Start ups are competing with each other about the in-

vestments 

-The structure of the investment 

 

 

In this study all the business angels told that intuition or feelings affect their de-

cision making. This makes sense because if you see hundreds of different 

companies in a year and when you choose ten or three best companies where 

you could make an investment, there is no rational reason that could explain 

how the business angel chose the one over the second. Could it be that the in-
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tuition comes from the people; their nature, their enthusiasm and the way they 

do things? That the business angel thinks she/he would get better along with 

the people from this company over another? Or could the intuition come from 

the vision of the market and the company? Or is the final choosing linked to the 

business angels’ own interests?  

 

The interviewees also said that the vision you have about the company and it’s 

products has an affect. A good example of this is when Saga Forss invested in 

Jungle Juice Bar. At that time there were no companies in Finland that would 

have focused only on making smoothies and juices. But Saga Forss saw the vi-

sion that it would be the future and she said she would surely buy the products 

herself too. And she made the investment even though the company was in 

pretty bad condition. Moreover, today she has made a successful exit from the 

company. 

 

The distance seemed to be really important to the business angels. The inter-

viewees said it is not that important issue but when they thought of their invest-

ments almost all the companies were situated in Helsinki or in Helsinki region. 

This could be due to that business angels want to control and monitor the en-

trepreneur/team. It could also be that business angels consider that face-to-face 

communication is important. Additionally they may not be willing to put too 

much effort or they are busy and don’t want to travel for too long. It can be also 

that they have a little time and so much to do, they want to use their time really 

effectively. Investing in Helsinki area does not mean that the start ups in Helsin-

ki would be better or more profitable. Could it be that there would be bet-

ter/more profitable start ups for example in Oulu? Because there are a lot of 

start ups but maybe not so many business angels. Could this also mean that 

start ups situated in Helsinki gets finance easier than start ups situated in 

Rovaniemi or Kajaani etc.? Could it also be that the all other contacts are in 

Helsinki-area, so that it would be easy if the company is also there. And is it so 

if the business angel has an investment opportunity in for e.g. Oulu, the compa-

ny needs to be much better than the corresponding investment opportunities in 

Helsinki-area? For example in Silicon Valley why are all the business angels 
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and the companies are centralized to this one area? Could the reason be that 

people want to be in contact often and especially meet face-to-face? And addi-

tionally could it be that the business angels want to do this all as easy and ef-

fectively as possible?  

 

Also in this research the entrepreneur and the team was the most important in-

vestment criteria. It seems that personal relationships is in a really significant 

role. It doesn’t matter in which industry the entrepreneur is or what the company 

does, the ability to get along with people is important factor for the entrepre-

neur/team. Additionally the entrepreneur should have the courage to take risks. 

Another finding is that it is also really important what kind of a team has the en-

trepreneur hired for the company. As told, the team should have different kind 

of know-how. Moreover the team needs to get along well and be able to co-

operate. Could it be possible that social people gets funding more easily? Could 

it be that even though everything else would be perfect in the investment oppor-

tunity, but the entrepreneur or the team is not “good” then the business angel 

would reject the investment opportunity?  

 

Finally it seems that networks have a really big effect on the whole business 

angel investing. First of all, nowadays the business angels invest in groups. 

This is their way of making investing more diversified, reduce their risks, lessen 

mistakes and benefit from other business angel’s expertise. Secondly business 

angels put a heavy weight on another business angel’s opinion. Could it be said 

that the unofficial information-sharing channels are in a significant role in a 

business angel theme?  

 

An important finding was the discrepancy between the investor and the entre-

preneur. This means that the entrepreneur want the business angel to make the 

investment decision quickly so that they would get the money really soon. 

Whereas the business angel wants to consider about the investment for some 

time and wants to get to know the team before making the investment decision. 
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Additionally meaningful finding was that the amount of the deal flow is really 

huge. The business angels have a really huge amount of companies in which 

they can invest in but they only have a limited amount of money. So when con-

sidering a start up that is looking for finance there are also the other start ups 

who they need to compete against. They need to be better than others to get 

the finance even though they could be in really different industries and different 

markets. Other findings were; the entrepreneurs often misunderstand market, 

the structure of the investment, competition in market is not a weakness, the 

valuation is often way too high and that the free cash flow is a limiting issue. All 

in all the results proved that there are so many different pieces affecting the 

business angel decision making.  

 

6.2. Methodological applications 
 

It was found in this research that the interviewees had a vide variety of factors 

affecting their decision making. Even though there were many similarities be-

tween business angels there were also a lot of differences between them. Every 

business angel highlighted different aspects and they all had reasons for that. 

This means that this theme needs more research. Research should try to an-

swer what are the reasons for these differences in the issues affecting business 

angel decisions. There should be more qualitative studies to research this is-

sue. It is also possible to make quantitative studies about this topic but the 

should be really carefully designed to understand what affect to the differences. 

The hypothesis should focus on describing these dissimilarities.  

 

6.3. Theoretical implications 
 

This study provided support for the importance of the entrepreneur and the 

team. It came up that passion, trustworthy and being co-operative are important 

elements for the entrepreneur and the team. This is understandable as the pro-

cess of developing the company is long and there will always be many difficul-
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ties along the way. A team without a passion and trust may not be able to take 

the company to a next level and then to a next level etc. These findings under-

line that there is a need for deeper understanding of the non-financial and quali-

tative attributes affecting business angel decision making.  

 

6.4. Managerial implications 
 

This thesis have implications for start ups looking for private funding, for re-

searcher to better understand the whole decision-making section, for agencies 

who want to encourage new start ups and develop the market and for everyone 

who is interested about business angels. This study has advanced our under-

standing of business angel’s decision making criteria. 

 

One aspect of doing this study was to help entrepreneurs to get funding from 

business angels. Here are some advices for entrepreneurs to increase their 

chance to get funding. The investor fit has really big meaning to the investment 

decision. That is why if a company would be rejected it doesn’t mean no one 

else would invest in that company. For some business angel it might be the per-

fect opportunity and perfect fit.  

 

Recommendations for entrepreneurs:  

 

1. Discuss your business idea with people; ask about what is the market, 

the potential of the market. 

2. Prepare yourself well for the pitches and business angel meetings. 

3. Try to have at least some conversation with possible customers, what 

do they think about your product/service. 

4. Think about a realistic valuation. Ask advice. 

5.  Ponder is your team an optimal one? Is there complementary know-

how? 

6. Be co-operative and trustworthy. 

7. Only an idea may be enough but it needs to be seen in the valuation. 
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8. The business angels really want to be involved in developing the com-

pany if they make the investment 

9. The business angels invest on the entrepreneur rather than the firm. 

The entrepreneur needs to show that she/he is capable of leading the 

company. 

10. Be patient. Getting the business angels investment doesn’t happen 

overnight.  

 

Additionally it is important for the entrepreneurs to understand how many in-

vestment opportunities business angels get every year. In order to make sure 

the business angel would even go through one’s company’s’ case the contact 

and the presentation must be really well prepared. From this thesis the entre-

preneurs can have some idea what are the critical criteria business angels val-

ues.  

 

With the insights on what affects the business angel decision making can help 

the fund-seeking entrepreneurs and people who work with business angels or 

try to improve the overall decision making or process.  Here are some recom-

mendations for business angels: 

 

1. Explain your investment motivations for the entrepreneurs 

2. Identify your own investment criteria and investor fit 

3. Be more visible for people 

4. Give help to researchers so they can help you 

5. Join your local BAN (Business Angel Network) 

 

Finally here are some suggestions for people who work with start ups and for 

policy makers: 

 

1. Help the entrepreneurs to understand the point of view of business an-

gels. Explain what attributes affect the decision making. Clarify that 

there are business angels with different objectives and different inter-

ests. 
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2. Prepare the entrepreneurs well for the business angel pitch and meet-

ings.  

3. Provide help to get the first customer. 

4. Make it easy for the exit 

5. Enable different BAN’s and other match making organizations 

 

6.5. Future research 

 
This paper treats only a small scope about the entire business angel investing 

and only the beginning of the whole investment process. The scope of the re-

search was only limited to the business angel point of view. It would be im-

portant to also understand entrepreneur’s opinion and see how it differs. A good 

research topic could also be to interview both some companies and their busi-

ness angels to see how their experiences separate from each other. Also it 

would be really interesting to compare different companies to see why some 

failed and some succeeded too see whether the business angel had something 

to do with it.  

 

A perfect research for some Masters Thesis writer would be to examine the in-

vestment process or/and the decision-making when the Leijonanluola tv-series 

shooting in next spring (if they will make it again). Then the researcher could 

study the decision-making in real time. 

 

Additionally it would be really interesting to study the profit point of view. For 

example how profit and relationships between people correlate? Are those 

companies more profitable in the end where the business angel and entrepre-

neurs are in very good spirits?  Interesting point of view would also be that how 

women business angels and men business angels differ from each other. Do 

they have different investment criteria? Or how does their profits differ? 

 

From the point of view of this thesis the informal networks needs to be studied 

more carefully. How much the references affect to the decision making? How 
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about the entrepreneurs who have a network of business angels? Do they get 

the finance more easily?  
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APPENDICES 

 

Appendix 1. Interview questions 

 

How long have you been a business angel? 

What is your education? 

Have you been an entrepreneur? 

What is the size of your investments? 

Where are the invested companied situated? 

Are you a full-time business angel? 

How goes the investment process? 

Before making the investment do you ask for advice? 

What is the percentage you want from a start up? 

How big is your deal flow? 

What are the most important criteria when making the investment? 

How big impact the intuition has? 

Do you rather invest in certain industry? 

What are the typical rejection criteria? 

How should the entrepreneur be like? 

Is idea enough or does the company need to have something concrete? 

How about the IPR, protectability? 

How should the market be? 

How about the competition? 

How your ability to add value affects to the decision? 

Do you think about the exit?  


