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Capital Resources and Programs in Small Business Administration
Over the past several years, innovation and technological advancements have been the leading and driving cause for small businesses as well as U.S. economic growth. Furthermore, the funding and investment opportunities for the startup sector continue to expand, with the main focus on venture capital. Venture capitalists are taking the opportunity in the emerging new business ideas from different sectors of the business. These investment opportunities come with a wide range of benefits to both the investors (venture capitalists) and upcoming entrepreneurs. This report highlights the venture capital trends in the United States for the last couple of years. This report shows that despite the increased venture capital investment in the U.S. over the last couple of years, it only accounts for a small part of the funding of basic innovation.
Innovation and invention are among the key drivers for the U.S. economy. According to Zider (1998), these two factors have a powerful grip on the U.S. collective imagination. For many years, since the 1990s, the U.S. venture capital industry has been one of the most envied sectors due to its powerful impact on economic growth. According to Zider (1998), despite that these imaginations enhance the appeal to the industry, separating the myths from realities is important in understanding how venture capital operates. For small business owners or entrepreneurs, this analysis may prove beneficial.
However, despite that venture capitalists have increasingly been growing their investment; the report shows that a small portion of that investment goes to startups. Since 1997, venture capital expenditure has been increasing. For example, in 1997, venture capitalists invested about $10 billion and only 6% of this amount went to startups (Zider, 1998). In 2015, it is estimated that venture capitalists invested about $58.8 billion (Hallett, 2017). In 2018, venture capital investment was about $66 billion and by 2019, the investment had reached the $100 billion mark (Mathur, 2019). This spending shows how venture capital investment has been increasing over the past couple of years, and yet, only a small portion of this amount goes to startups.
Venture capital seeks to provide long-term and committed share capital to help unquoted companies expand their businesses. As Jacobius (2017) explains, an entrepreneur who is looking to start up or even expand his business may seek venture capital to help them do this. Even though it looks like asking for capital assistance, venture capital is quite different from acquiring a loan from a lender or raising the debt of the business. Unlike business loans where the lenders have legal rights to the interests accruing from the loan, venture capital investment requires an exchange for an equity stake in the business (Zider, 1998). Some of the most attractive companies or industries for venture capital in the United States include tech industries and the insurance sector. In 2019, some of the companies that benefited significantly from venture capital investment include Fintech with more than $500 million raised during the last quarter, and Next Insurance that raised about $250 million (KPMG Report, 2020).
Startup business owners can seek the help of a venture capitalist to help them raise some amount that they would use to start their businesses. Getting viable venture capital funding sources involves drafting a business plan. Since they are startups, these entrepreneurs have a lot to prove to a venture capitalist. Therefore, they can only rely on their real-life management experience and business plan that may be based on nothing but a concept or prototype.
Like business startups, the new venture position tier also has unlimited challenges. To effectively understand and comprehend venture capital, one must begin to think about assembling the venture capital portfolio. This is important because it helps in understanding the vast majority of the capital return that will be generated by the companies in the portfolio. As Zider (1998) explains, a new venture capital investor must consider two important factors; one, failed investments do not matter, and second, every investment one makes requires to have the potential of being a home run. According to Zider (1998), venture capital’s niche falls within the structure and rules of the capital market. This means that someone with a new idea often has no other institution to run to. New venture capitalists must ensure that the industry provides sufficient return on capital to attract private funds as well as attract returns of its own participants (Zider, 1998). Furthermore, the new venture capitalist must also ensure that the industry has sufficient and attractive upside potential to attract high-quality ideas that will help generate high returns (Zider, 1998).
In conclusion, venture capital is a simple alternative for young entrepreneurs and companies looking to raise capital for their startups or expansion. Venture capital investors can be difficult to find, but as this report has shown, one must provide enough detail about the business to get the money out of the investors’ pocket.
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Venture Capital

Venture capital refers to financing that provides funds to emerging businesses in exchange for equity share or ownership stake

Venture capitalists take risk

They can only hope to get return 

They have the wealth to take up the risks and losses





Venture capital is a form of investment opportunity which seek to help businesses with capital challenges or startups that need funding. Venture capitalists take the risks of investing in a startup company with the hope that it will make profit and they get returns. However, they can take these risks because of their financial muscle, which enables them to take on the risks and losses, in case the business do not give returns.
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Venture Capital Trend

Venture capital industry has evolved over the past 30 years (Zider, 1998)

Today, venture capital market is more like banking market

The U.S. venture capital industry has been envied for many years

This is because it has been the engine of U.S. economic growth 





The U.S. venture capital market has significantly transformed over the last 30 years. Today, the industry can be compared to the financial market or banking sector. Apart from the organization, venture capital industry has served a critical role in helping the economy grow over the last 30 years. This has been attributed to the industry’s capability to drive and propel economic growth through providing capital support to potential businesses and entrepreneurs with great business ideas. 
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Who Leads the Way in VC

In the United States, insurance and tech companies have been taking the biggest share of the venture capital investments

In 2019, Fintech raised $500 million in the last quarter (KPMG, 2020)

The same year, Next Insurance raised $250 million through VC (KPMG, 2020)





The current trend of venture capital investment trajectory shows that tech and insurance companies have been the most benefiting sectors over the last years. As this slide shows, tech and insurance companies are among the companies that have been ripping the benefits from VC investment opportunities in the last years. Fintech (tech industry) and Next Insurance (insurance industry) are among those great companies that have ripped off the larger share of the VC investment in 2019. 
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The Way Forward

It is uncertain to predict the future, but the current trend is set to continue 

KPMG report shows that the current model where tech and insurance companies are enjoying the VC investment will continue 

This is because these companies will continue building an incentivized ecosystem (KPMG, 2020)





The predictability of the financial market is almost uncertain, but VC investments can be somehow easy to predict. As KPMG report shows, industries that have been ripping the larger share of VC investment are set to continue with the same trend because they will focus on building an ecosystem that provide VC companies with stronger incentives. According to the report, this type of model is set to lead the future business organization around the tech and insurance companies. 
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Seeking VC Funding 

Startup business owners have a great challenge to deal with as they seek VC funding 

Since they have little or no sales to inform future performance projection, they rely on their business ideas

As such, starters must provide plenty of good reasons why VC should support them 





Most of the startup businesses lack evidence on the previous business performance to inform investors’ decision on the future performance of the business. As such, starters must rely on their business plan and limited real-life management experience to convince the investors about giving them the capital. This is the reason why many VC investments find their way in other areas but not startups. 
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VC Industry

Venture capital investment has been increasing over the past 30 years

From 1997 when VC investment was about $10 billion to 2019 when it had reached about $100 billion mark (Mathur, 2019). 

However, report shows that most VC investment goes to other sectors, other than startups





Report shows that VC investment has been increasing significantly in the last years, but limited amount is channeled towards the startup businesses. According to Mathur (2019), by 2019, the VC investment had reached the $100 billion mark in the United States. But, despite this large investment and funding available in the market, report further shows that existing businesses have been taking the larger share compared to the startups. 
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Global Partnership Deals 

VC invested more than $20 billion towards the end of last quarter in 2019

This money went to making deals with different companies within and outside 

Even though more than $20 billion was available, the growth of deal size reduced in 2019 (Mathur, 2019)

This limitation applies to specific industries





Reports have shown that despite that VC investments have increased tremendously over the last 30 years, some industries have been experiencing reduced or declining investment opportunities compared to others. For example, while tech company investments reduced in 2019, investments opportunities in health care sector increased with more than $4.7 billion invested in the sector and the future is still optimistic (Mathur, 2019). As the statistics show, this limitation is applicable to the industry. Some industries like tech will experience uncertainty while others like health sector is set to continue with the growth. 
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U.S. Economy and Growth 

U.S. economic growth is dependent on:

1). Invention 

2). Innovation 

Corporate heavyweights like Amazon, Alphabet, and Softbank have contributed to VC investment in the U.S. 

This has, consequently, contributed to the economic growth of the U.S. economy





With the increasing corporate venture capital activities in the United States, the U.S. economy is set to grow even further into the future. Evidence shows that big cirporations such as Softbank, Amazon, and Alphabet have focused on growing share of venture capital investment, which has contributed to the general growth of the U.S. economy. 
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New Venture Position 

New venture capitalists also face challenges 

Understanding how the vast majority of the capital return is generated is critical 

VC niche falls within capital market structure and rules (Zider, 1998)

New ventures must create incentivised and attractive upside potential for entrepreneurs 





Like the startups looking for capital to start their businesses or expand it, new ventures also face challenges in equal measure. These challenges include attractive business entrepreneurs with good ideas that have potential of bringing high returns. Therefore, understating how venture capital market works is critical to a new venture. They must understand two critical factors; failed investments do not matter, and second, every investment one makes requires to have the potential of being a home run. This will ensure that the venture creates an opportunity that attracts potential entrepreneurs with greater potential of return on investment. 
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