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risky, such as venture capital inveshnents, and it ;r;:
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transactions by their "ci
can restilot venture capitalists,

le of acquaintimce" (Zacharakis et al..
2007) and prevent extenLal investors (venture
capitalists) from

BL]O?

altemative costs of y activities. (lollectivism shows the
tendency to coun! on
solving problems of

relationships of the groups in

collectivistic societn
ransaotions (Fukuyama, 1995). In
formism and l:amony are considercd

being a norm, and the vior which can be understood as
opportunisti,: can shame (Str:ensma et al, 2000)
Collectivistic orientati

PUBLIC VENTUR.E CAPITAL F'UND N T,ITTIUANIA: I\{ISSION IM
.ANTANAS LAURINAVICruS

Vilnius University, Sauletekio ave. 9, Vilnius, Lithuania
email : n antanq s lau r@gma i!. com

l, Introduction

2, Venture capital: selection between private and public

restricting their i

Lithuania is cha
(according tc the EU-w
across the IiU countries
when starting business
collectivisrr (as well as

themselves to the 1-hour
limit of 150-250 miles
(Florida, KerLney, 1998).
have established afor.emen
to 1,5-hour trip by car,

already mentioned circle, by thus
oppoltunities,

of both t:he avoidance of risk
resezLrch, L,ilhuanians have the lead
the terms o1' the fear. of bankn-rptcy

Comrnission, 2010)) and the

therefore, thr:
(and will tirke place)
required frorn venture
society is hillher than in :

thought that venture cap

prtal investrnents in risk-avoiding
risk-avoiding societies, it should be

alists rvill also rnore heavily react to
indirect efforts of the
developmenl of venture

nment infended to encourage the

establish a public venture
One of the ways to solve it is to
fund.

I'ublic ventu re capital would be also important in the way
that, without sulficient rvate venture capital in a country, it
corLld play the r.ole of a
capital, as the inveshlents
geographical dislance: wi

by atlracting foreign venture

of infonnation aboul rnvestntent targets decreases
rs wis.h to physically take part(Green, l99J 1; rnor.ou.i,

in the managetnent of a t
Therefore, without local

colnpany (Petersen, Rajan, 2002),
capital it is also practically

impossible to attract exlsting fllreign venture capital:
investors of the

e otber Eastem European countries);
ofventure cal:ital in itselftakes place
avily. Morec'ver. as risk premium

fventure capital funds are lirnited by
the increase in distancg the spread

Valley (venture capitalists) limit
ip by car (Zook, 2002), whereas the
reached 1o the extent of all USA

authors (Sapienza et al., 1996)
rlistance in the UK being equal

distance is eqtal to 232
20r l).

more than 2 hours in the USA. This
kur in Gemrany (Fritsch, Schilder,

One of the ways to solve he above-mentioned problems is the
syndication c,f venture tal funds (liorensen, Stuart, 2001),

venture capitirl providers, it became
syndicates to find themselves closer

After interviewing

b their investmeut targets (Fritsch, Schilder, 2008). One of the
always been established not far iiomrnembers of a syndicate

the inveshnerLt target and
The other members of a

he pedbrmed its supervision.
icate play lhe role of passive co-

clear that investors often

rnvestots (Wr.ight, Lockett
can be located at a larger

rnvestment target. This i
expected that investors bei
a partner of a syndicate,
for a region (crr a country)
capital provirlers who
regional economy to

technology courpanies. Th
nranner. Moreover, while
rnvestors with the

2003). Thus, r;y'ndicated investrnents
distanr:e fiorn venture capital funds

established rr:latively close to the
exactly the leason why it can be

far liom inyestments will look for
is closer. Therefore, it is important

have a sufficient number ofventure
act as catal.y'sts, when connecting

venture callital, invest in higb
could also happen in a syndicated
ng public, it would provide foreign
of reliability" (Lerner., I 999),

capital in a country also depends
rial systern (Black, Gilson, 1998;

ttran the no4-r;yrdicated that at least one member of a
syndicate will have been

global supply chains by way of
syrclication. -l'hus, public capital funcl established in a
country, coulcl, even not of high volume, act as a catalyst
and, by attracting forei

The level of aotivity of
on the develol:rment of its

Abshactr The goal ofthe rgqrch is to stablish whetler (and how) public
capital-fund could reveal any stEtegic opponuniriq ofnew and imovative o
and ot lhe whole national eco0omy. Imperlecl Inarket siruations in whicl
dro or rne.wnole natronal economy. Imperlecl Inarkel siruations in which o,

I:1T .fpllll tund voutd possibly. operare beue rhm priuate one a.e anaty.Jd
compeed with ptactiqLl experiene in different countr i*.

KeJ^vofds: venture capital, public v€ntut e capital frind, innovation.

Jeng, Wells, 2000). Financ I system, in turn, can be oriented to



Continental Europe, is attributed to the
banks should mostly invest ln venture
without the existence of tbe other above-
banks do not rush to invest in venture capi
specific financial systern, abilities of o

3, Practical experience in using public venture capital
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tbe fear of the risk; therefore, tht:
rnvestments is one of the goals o1f

Le gap of equity capital in certairL
the measures oftbe state aid. Thus, th<r
supply of ve:nture capital can be arl

market insrLfficiencies. On the basisi
on adopted the Guidelines orL

ture capital investments into SMEsI
of the provision of state aid in

tal are established. The logic of tbe,

that lhere art: no altet native financing.
ets (i. e., market insufficiency exists).

can tre and are promoted to
venture capital at the national level.
of the aid rneasures belongs to the

measures
the discussed effect can be

ment funds (venture capital funds) in
partner, lnvesl:ol or participant, e,ven if

tenns than other investors.
capital investors or to venture

investment losses, or guarantees
loans to investors/funds for inveshnent

provided thr: public cover for the
losses does not exceed 50 % of the

the investmenl guaranteed
ruments in fhvor of venture capital
capital funds to provide extra capital

to investmetrt funds and/or their
to undertake venture capital

stated that "urarket data suggest that
still not recovered to pre-crisrs

ity investors has decreased comoared
that "the likely explanation is that

" Thelefore, in 2010, the
Community guidelines by doubling
entity (up to EUR 2,5 million).

also took olher initiatives, such as

for Micro ,ro Medium Enlerprises
joint initiative of the European

Investm(nt Fund (EIF) to solve
venture cap:ital for micro to medium

itiative, the aid is also provided
proglams: EU Competitiveness and

(CIP); G2G intended for rhe
of the EU; and venture capital
n Investilrent Fund (European

the European Union speaks for the
l, especially in those sectors and
capital is lot enough (i. e., where

EU, public venture capital funds (or
been established in Canada (I-abor
Corpolation) (Cumming, Macintosh,

tion Investrxxrt Fund) (Cummrng,

operate irL the United Kingdom
Venture (Japital Tnrst) (Cowling

land (SITRA) and even in Estonia

Developurent Fund dates back to
Estonia l,enrLart Meri called to look
the rnemorable speech given on the

' page

vursuruB roe lnro[nallon and assessing t

tnvestrnents), as well
promotion of venture
the Conrrnunity, and
circumstanoes can just
state aid pr:omoting the
effective mr:asure to red
ofthis fact, the European
stale aid to promote
whete the t,:rms and
the fonn of venture ca
support is based on tbe
lneasures in financial m
It shows that the EU
support the developrnenl
The selection of the
Member States.

In lhe opinion of the
exercised by. the

1. Constitution of
whictr the State is

2. Guarantees to
capital funds a

given in respect
rn ven$re caDt
potential underlyi
nominal amount

3. Other financial

for in vestment.
4. Fiscal incentives

managers or to i
inveslments.

venture capital markets
levels. The nunrber oi
to 2008." It also rnaintai
risk aversion has
Comnission amended
lhe alnount crf the aid to

'Ihe European Cormniss
,Ioint European R
(JEREMIE) which is
Comrnission and the
the problern of the lack
enterprises in certain

Besides the JEREMIE
according to the followi
lnnovation Irrarnework
innovative ontrepreneurs
rleasures of the
Commission. 2009).
usage of putrlic venture
legions whele private ven
market insufliciency exi

Beyond the limits of the
respectlve plogram)
Sponsored Venture
2006), Australia
?.007), Singapore, Israel,

In the very EU, such
(Enterprise Investment
et al., 2008), also in
(Eslonian Developrnent F

The idea to sr:t up the Est
2000 when ttre President
for Estonia's own Nokia.
occasion of the 82"d

I Apall tom the historical examples, such as Genoa in l4rh century oI the declaration of
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independence o1'Estonia, L. Mer.i
itself up at a rapid pace through
rnind, and the Finns call lhat unio
Fund)". By completing the speech,

Lithuania
developm I
however, 

o
did not ca

Nokra)

0,6ql

1 ,5%

B o.qx

i <t,z't

!,104
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4. Vcnture capital in uania: prospects for developnrent

There are rnany willingly iliving advices, but n01
money necessary tor

rnerging to6r,ether. Li lan lnvestrnent: Agency and Lithuanian
Expott Dev,;lopment , and in il0l0 it was again divided

The Lithuanian

into public agencies In
Br:srdes those ones, we
7 business incubators,

l-ithuanian eltrepreneurs
irnl)ortant tltan venture
conservative and do not
in their busitress (ventut e
control of a r;ontpany in
the lack of infonnation
tlank loans are better
(Vencl<uvienr:, Snieska,

5. Conclusions

1. The importance of
i[s ro]e in linancing new

state and estab)ishing ofpuiblic venhue capital fund.

capjtal in\/eshnents, in Lithuanra,
Agency rvas lbunded in 1997 by

Lithuania and Enterprise Lithuania.
have Lithuanian ktnovation Cenre,

the availability ofbank loans more
tal; f,ithuanian entrepreneurs are
the i111s116.'r.. of the third party

receive part of the rights of
Ibr tlrr: invested money); also

t ventute capital exists2; finally,
:d for their lowel. interest rales

capital itL econonty is r.elated to
vauve 9ntetlnses.

weJl 3 scienr:e, studies and business
valleys. Thrlse are ve nurnbersi; however, none of these
agencies deals with the ial financing, ofbusiness ideas.

Tlrus, it is hardly
rmpodant source of

thul v,-11ture capital is not an
ing of innovations in Lithuania: new

projects are financed ei1

or by the ai,J of the EU
by own m,sans of conrpanies (67%)

28%) (Adekola et al., 2008). In 2009,
according to the investr
Lithuania, together with
of all Europcan countr.ies Fig. l):

ents o1i prilate atld venture capital,
e othe,i'Ilaltir: litates, lagged at the end

i:- 9 !1 .E

Fig. l. Private equity nd venlure,)apjtal inveshnents ln
European countlies in as a percentage of CDP (Source:
EVCA and own r:alculati

According to the data of Statistics l,ithuania, there are lew
teasons why venture is used insiglrificantly in Lithuanta

5g5g.EEEA
,iil:i:E.iF iisEdE$

<€=;5tE.E

2. Public vc,llture capital
in societies where pr ivate

tre an allernative to private one

its llnancial system or c

ture capital rnarket is weak due to
I aspe<;ts (no entlepreneurial spir it,

avoidance of r:ncertainty a colJecti visnr).

'Asurv"eyoitverr.urecapitalinLirllurnia,conducteda,lheendof20l0,slrowedrhrr

:::l lr-"1,"1 
r[e InanaUers.who. ropk parr in thc surv:y did nor know any venrufe

:llJ::l.lild :ryr irr Lithuania,.And 9 J ,57o or trre re;jronctenis couh 
";; 

;.;;';;,y
:l::,r^i]"".,:-0..f" irr whiclr sudf jlnds had or have invested. Thm, it is hardty
zurprising lhat, on Lrre bisis oftlre dala ofilut reearch, . ofth" su*ey"d manau.iiorc.n')r Include veilture €pitrl funds in lhe list ol.opport ies for the developrnen-t oftheif Dornpany



5. As venture ( ped and
its development tal fun{
would probably I markel.
The justification positivf
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aspects of its activrnes ls me o0Ject ot our turther research
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