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Abstract. Since the seminal works of Wetzel, research on business angels (BAs) has emerged as a new
and promising research field. This review analyses the current knowledge on BAs, identifying the main
contents and outcomes. We also provide a bibliometric analysis to illustrate the evolution of the research
field, the level of dispersion of the scientific community, the main outlets for publication and the
different methodological approaches adopted. Through the analysis of backward and forward citations,
we depict the current knowledge base on which BA research is grounded and whether it has any impact
on other research fields.
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1. Introduction

Since the seminal works of Wetzel (1981a,b, 1983), research on business angels (henceforth, BAs)
has emerged as a new and promising research field. BAs are high wealthy individuals, usually former
entrepreneurs or professionals, who invest their own money in promising start-ups in which they have
no direct connection, in exchange for ownership equity, acting alone or through semiformal networks.
They provide seed or growth capital, as well as advice and hands-on assistance (Wetzel, 1983; Mason
and Harrison, 2000; Lindsay, 2004).

BAs’ research lies at the intersection of economics, finance and business management. The interest
in BAs has grown rapidly in consideration of the important role they play in facilitating the growth of
new ventures. First, BAs are a crucial component of the entrepreneurial ecosystem: they contribute to
bring innovation to the economy, investing at the earliest stages of ventures’ lifecycle, long before a
typical institutional investor would take interest. Moreover, BAs usually add substantial value beyond
cash, becoming active members in the management of the company and providing significant advice.
Indeed, BAs’ capital is also called ‘smart money’ because of the value they add through their experience,
counselling, and networking, and because they facilitate the raise of additional funding at a later stage
(Aernoudt, 2005).
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While it is not easy to quantify the size of the angel market accurately, available figures report that the
USA (European) BA market is approximately the same size of the USA (European) venture capital (VC)
market, totalling $17.7 billion ($5.6 billion) and $18.3 billion ($5.3 billion), respectively (Organisation
for Economic Co-operation and Development, OECD, 2011).

Although scholarly interest in BAs has grown in the last decade and some literature reviews exist,
they are limited both in their scope (i.e. focusing on specific aspects of BA financing) and adopted
methodology.! Hence, the cumulative knowledge on BAs lacks a more integrated view on the results
achieved so far.

The objective of this review paper is twofold. First, we provide an extensive review of the literature,
mapping prior research in the area by including all the main streams of research and a large spectrum of
journals. In doing so, we assess the success and future viability of the research field and identify avenues
for future research. To date, current research has used a limited number of theoretical perspectives,
adopted few rigorous methodologies and has insufficiently accounted for the heterogeneity of BAs within
groups/networks, in different national, cultural and institutional contexts, in their relationship with other
investors (i.e. VC) and in their approaches to the investment process. In general, this review aims to struc-
ture the current knowledge on BAs and to bring some systematization to an area that is poorly organized, in
order to identify the main contents and outcomes. Second, we provide a bibliometric analysis to illustrate
the evolution of the research field in the last decades, the level of dispersion of the scientific community,
the main outlets for publication, the methodological approaches and challenges in doing BAs’ research. In
particular, through the analysis of backward and forward citations, we depict the current state of knowledge
on which BAs’ research is grounded and we examine whether it has any impact on other research fields.

We use the Scopus database to run our searches of the reviewed articles. The use of Scopus database
allows to follow a bibliometric perspective that adds an important original contribution with respect to
other different narratives and to other literature reviews on the topic. In fact, the bibliometric analysis
highlights the increasing importance and legitimacy of BAs’ research in a formal and objective way,
directing scholars, who intend to perform impact research in the field, towards the hottest topics. However,
it is important to clarify that the use of Scopus to compute the bibliometric metrics inevitably leads to
overlook a number of papers (see next section) that are not included in the database.’

Using Scopus, we identify 148 articles published in entrepreneurship, finance, and economics journals
and we categorize the prevailing themes addressed by the community of scholars studying BAs into three
thematic areas (BA characteristics, BA market and BA investment process) and eleven research lines.
We discuss prior works in these three research areas, highlighting the research gaps, as well as the key
challenges, and drawing insights that can help to advance BAs’ research.

The paper is organized as follows. First we describe the methodology used to select and classify the
articles reviewed. Then, we summarize the findings of the prior literature, along the different thematic
areas and research lines identified. This is followed by the results of the bibliometric analysis. Finally, we
conclude providing some directions for future research.

2. Methodology

This section describes the steps we followed to select and analyse the articles included in our literature
review on BA research.

The first stage of the process was setting the inclusion criteria and the strategy for the search and
selection of the reviewed studies. We selected articles written in English and published in peer reviewed
journals between 1981 (when the first known article on BAs was published) and 2015. Books, book
chapters, conference proceedings and unpublished works were excluded.?

The primary source for selecting the articles was the online database Scopus, which was used in other
literature reviews in entrepreneurship (Ghio et al., 2015). We searched within the title, the abstract, and the
keywords the following search strings: ‘business angel(s)’, ‘angel investing’, ‘angel financing’, ‘informal



risk capital’ and ‘informal investor(s)’, in addition to restricting the search to the Economy and Business
research areas of the database. The structured searching process retrieved over 350 papers.* We manually
checked all the abstracts to exclude those papers that did not clearly refer to BAs, leading to a reduced
sample of 148 papers.’

We initially recorded for each article the following information: (1) name(s) of the author(s), (2)
year of publication, (3) journal, (4) unit of analysis (i.e. individual BA, angel group, angel network, BA
market), (5) country, (7) research question(s), (9) data, (10) methodology and (11) key findings. Once
the content of the articles was systematically organized, we conducted a first level thematic analysis by
coding the abstracts through an inductive approach, that is deriving a set of thematic areas from the data
itself (Pittaway et al., 2004; Thorpe et al., 2005). The thematic areas represent the fundamental concepts
on which an article’s research questions, theoretical basis, models and/or hypotheses are based (Thorpe
et al., 2005). The thematic areas were, then, refined and more detailed research lines were identified.

We identified three main thematic areas: BA characteristics, BA market and BA investment process.
The research stream on BA characteristics is the first to emerge in the BA literature. It includes the
majority of the seminal and early papers that are mainly descriptive in nature. These studies focus on the
definition of angel investors and categorize BAs into typologies, based upon their personal characteristics
and investing preferences. They also compare individual BAs’ profiles across countries, address gender
issues and describe the roles played by angel networks and angel groups. We found 37 publications in this
area (25%), that we further categorized into four research lines: (1) profiles and types, (2) international
differences in profiles, (3) gender and (4) networks and groups.

The second thematic area is BA market, comprising 34 articles (23%). These articles provide estimates
of the size of the BA market, examine the dynamics of demand and supply in the informal risk capital
market, analyse the role played by BAs in filling regional equity gaps and in stimulating regional economic
development and examine the governmental policies implemented or needed to stimulate BA investing
activity at both regional and country levels. This thematic area includes three research lines: (1) demand
and supply of angel capital, (2) effectiveness of angel financing on regional growth and (3) policies to
foster the informal risk capital market.

The last thematic area, which we labelled BA investment process, is the most extensive one, including
77 papers (52%). These studies aim to understand the underlying dynamics of the BAs’ investment
process. We distinguished four research lines: (1) selection, evaluation and funding, (2) post-investment,
(3) impact on investees’ performances and (4) overview of the entire investment process. Table 1 illustrates
the distribution of the reviewed articles by thematic area and research line.

Figure 1 shows the 148 reviewed articles spanning the period 1981-2015, by thematic area. After
the two seminal articles published by Wetzel in 1981 and 1983, the overall distribution of publications
shows that BA research has attracted a certain scholarly interest since 2003 and then more consistently
beginning from 2007 (with the exception of 2009). We can see that recently, especially beginning from
2011, the growth in the number of publications is mainly due to a shift in the papers’ thematic area, from
an early emphasis on BA characteristics towards the understanding of the mechanisms underlying the BA
investment process.

3. Main Contributions of BA Research

In this section, we present the main contributions of BA research. We organize the discussion of the
literature results along the thematic areas and research lines identified in the methodology section.

3.1 BA Characteristics

The first thematic area that emerged in BA research is concerned with individual BAs’ characteristics. This
thematic area accounts for 37 papers describing the profile of BAs in terms of their business background,



Table 1. Distribution of the Reviewed Articles by Thematic Area and Research Line.

Year of first
Thematic area Research line Description publication
BA characteristics Profiles and types (22 Studies that examine BAs’ typical 1981
(37 articles, articles) profile and categorize BAs into
25%) different typologies
International Studies that compare BAs’ profiles 1992
differences in across different countries
profiles (8 articles)
Gender (5 articles) Studies focusing on gender issues 2006
Networks and groups Studies describing the roles played by 2010
(2 articles) BA networks and groups
BA market (34 Demand and supply of  Studies that provide estimates of the 1987
articles, 23%) angel capital (15 size of the BA market and that
articles) examine the dynamics of demand
and supply in the market
Effectiveness of angel Studies that examine the role played by 1991
financing on BAs in filling regional equity gaps
regional growth (6 and in stimulating regional economic
articles) development
Policies to foster the Studies that examine the governmental 1992
informal risk capital policies implemented or needed to
market (13 articles) stimulate BAs’ investing activity at
both regional and country levels
BA investment Selection, evaluation Studies that examine BAs’ 1988
process (77 and funding (36 decision-making criteria in the
articles, 52%) articles) screening, evaluation and funding
decision of investment proposals
Post-investment (10 Studies that examine BAs’ 1996
articles) post-investment involvement in the
invested firms
Impact on investees’ Studies that evaluate the impact of BA 2002
performances (20 financing on invested firms’
articles) performances
Overview of the entire  Studies that examine the different 2003

investment process
(11 articles)

phases of the entire BA investment
process

experience and education, motivations to invest and investing criteria, behaviour and investment
activity.

Within this thematic area, we identified four research lines. Profiles and types is the most extensive
research line, accounting for 22 papers. A first set of papers provides a description of BAs’ profiles in
terms of portfolio size, investment motivations and preferences, syndication strategies (Wetzel, 1983;
Aram, 1989; Moen et al., 2008; Lahti, 2011a), psychological traits (Duxbury et al., 1996), business
background and experience, investing criteria and outcomes (Landstrom, 1992; Paul et al., 2003), factors
differentiating professional BAs from non-investors or family and friends capital providers (Maula et al.,
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Figure 1. Number of Articles Published per Year, by Thematic Area.

2005; Wong and Ho, 2007; Li et al., 2014a,b). Typical BAs are portrayed as male, high net worth, middle-
age individuals, with considerable entrepreneurial experience and networks, who prefer early stage
investments, in high-tech companies, located in their proximity (Wetzel, 1983; Aram, 1989; Maula et al.
2005; Wong and Ho, 2007; Riding, 2008). They are usually patient investors, also driven by non-financial
motivations, and willing to be involved in the post-investment management of their companies (Wetzel,
1983; Duxbury et al., 1996). However, these studies have also recognised that BAs can be heterogeneous
in their characteristics and investment behaviours. Differences among BAs relate to their demographical
characteristics, income and education (Szerb et al., 2007a,b), their motivations and willingness to invest
(Freear et al., 1994; Sullivan and Miller, 1996; Robinson and Cottrell, 2007; Szerb et al., 2007a,b), their
investing experience and competences (Sgrheim and Landstrom, 2001; Avdeitchikova, 2008) and their
investment practices and post-investment involvement (Lathi, 2011b; Landstrom, 1992). Some recent
papers also address the possibility that BAs have dynamic investment patterns, over time or in different
contexts (Robinson and Cottrell, 2007; Avdeitchikova, 2008; Avdeitchikova et al., 2008; Lathi, 2011b).
A few additional studies focus on particular typologies of BAs, defined as ‘technology angels’ (Erikson
and Sgrheim, 2005) or ‘founding angels’® (Festel and De Cleyn, 2013a).

The second research line International differences in profiles counts eight papers, in which BA
characteristics and behaviours are compared among different countries and institutional settings. The
comparison is often made between the more developed USA financial market and the European one
(Harrison and Mason, 1992; Landstrom, 1993; Wilson, 1995; Brettel, 2003), among different European
countries (Bygrave et al., 2003; Stedler and Peters, 2003; Ding et al., 2015) and more recently, between
emerging economies and established ones (Li ef al., 2014a,b; Scheela et al., 2015).” Evidence shows that
in comparison to the United States, European BAs invest lower amounts, they are less patient and less
risk-adverse investors, while they usually experience higher investment returns (Wilson, 1995; Brettel,
2003). Instead, concerning the differences between emerging economies and developed ones, it has been
found that BAs in China, for example, tend to make larger localized investments (by syndication) than
BAs in the United States and Europe. They are, also, less patient and less involved in their invested
companies in the post-investment phase (Li et al., 2014a,b).

More in general, a significant gap between BAs’ research in developed versus emerging economies
has emerged. Most of the current knowledge is summarized in a recent review by Scheela et al. (2015),



focusing on VCs’ and BAs’ practices in emerging economies of Southeast Asia. The main characteristics
of these markets (i.e. high political uncertainty and corruption, lack of supporting institutions for early-
stage investment and legal protection for minority shareholders such as BAs) affect BAs’ profiles and
investment practices in comparison to developed economies. More specifically, the authors identify seven
articles exploring the BAs’ investment process in Vietnam (Scheela and Nguyen, 2001, 2004), Philippines
(Scheela, 2006; Scheela and Isidro, 2008, 2009) and Thailand (Scheela and Jittrapanun, 2008, 2012),
concluding that BAs (and VCs) in these countries, in spite of the numerous ‘institutional voids’, actively
support the funding and development of early-stage and high-growth entrepreneurial ventures. They
overcome such difficulties by adopting different investment strategies based, primarily, upon significant
informal networking and co-investment activities. While BAs in developed countries typically co-invest
to reduce financial risk, in emerging countries co-investing is relevant to manage high levels of financial,
legal, currency, political, economic and market risks. Informal networking is extremely important because
formal institutions, such as clubs and syndicates, are mostly lacking (Scheela et al., 2015).

A third research line, which we labelled gender, focuses on the access to angel capital by women
(O’Gorman and Terjesen, 2006; Becker-Blease and Sohl, 2007), on the characteristics and investment
preferences of women BAs (Harrison and Mason, 2007; Sohl and Hill, 2007) and on the effects of gender
diversity on angel group investment behaviour (Becker-Blease and Sohl, 2011). It is found that women
BAs are slightly more likely to invest in women-owned businesses, thus exhibiting a certain level of
homophile, while gender does not seem to be a major issue in determining the supply of angel financing.
However, women seek angel financing at lower rates than men (Becker-Blease and Sohl, 2007) and tend to
invest less when they are in small minority as in angel groups (Becker-Blease and Sohl, 2011). Although
this research line accounts for only five papers, it seems to have quite a high research impact in terms of
citations, as it will be shown in the bibliometric analysis. Indeed, two articles (Becker-Blease and Sohl,
2007; Harrison and Mason, 2007) are included in the top 20 most cited publications in terms of citations
per year (CPY).

The last research line Networks and groups is limited to two papers, which focus on the new roles
played by BAs, emerging from the development of BA networks and groups. These works, which are
grounded on social capital and social network theories, describe the function of ‘gatekeepers’® (Paul and
Whittam, 2010) in investment syndicates and of ‘nexus angels’ (Porter and Spriggs, 2013).

3.2 BA Market

The second thematic area is BA market, which was one of the first topics addressed in BA research,
first emerging in 1987 (Wetzel, 1987). This thematic area includes a total of 34 papers, which have been
classified into three research lines. The first research line is Demand and supply of angel capital, which
includes 15 articles. Four papers provide estimates of the total BA market in both the United States
(Wetzel, 1987; Gaston, 1989) and the United Kingdom (Mason and Harrison, 2000, 2008), while 10
works specifically concentrate on the understanding of the micro and macro determinants of the demand
and supply of angel financing. In general, findings suggest that entrepreneurial activity (i.e. demand for
informal investment) generates its own supply of finance, as a result of both micro and macro factors
(Burke et al., 2010; De Clercq et al., 2012, 2014). This stream of literature also analyses the impact
of economic cycles (Sohl and Rosenbers, 2003; Ménsson and Landstrom, 2006) and of the changes
in the national taxation systems and governmental regulations (Mansson and Landstrom, 2006; Szerb
et al., 2007a,b; Tingchi and Chang, 2007) on the evolution of the BA market in several countries (Freear
et al., 1995; Manigart and Struyf, 1997; Veselovsky et al. 2015). Finally, one last paper (Mason and
Harrison, 1997a,b) is the response to the criticisms advanced by Stevenson and Coveney (1996), who
attribute inappropriate policies made by the UK government on the informal venture capital market to the
influence of Mason and Harrison’s misleading research.



The second research line is Effectiveness of angel financing on regional growth, which includes six
studies that investigate BAs’ role in filling regional financial gaps and in stimulating regional economic
development. Different studies identify in BAs (Harrison and Mason, 1991) and business angel networks
(BANS) (Mason and Harrison, 1995; Aernoudt, 2004) the key to fill the new equity gap left by VCs in seed
and early stage investments and stimulate entrepreneurship at the regional level. However, subsequent
empirical studies are more sceptical about the role played by BAs and BANS in filling the regional
equity market gap. It has been reported that in Sweden BA investments continue to be concentrated
in metropolitan and university areas (Avdeitchikova, 2009), while in Scotland a major structural gap
for development and expansion capital exists, which is not filled by BANs (Harrison et al., 2010a;
Gregson et al., 2013). This is mainly determined by either the withdrawal of VCs from new investments
(they tend to concentrate on follow-up rounds), and by BAs that have moved up in deal size, thanks to
BA syndicates and co-investments with ‘hybrid’ financial entities (i.e. public authorities, charitable and
academic sectors).

The last research line Policies to foster the informal risk capital market evaluates the effectiveness of
governmental policies to support BA investing activity (13 papers). This stream of research, despite
its relevant implications for entrepreneurs and policy makers, remains far underexplored and quite
surprisingly not very successful in terms of citations results (see next section on bibliometric analysis).
Papers in this research area are mainly concerned with the evaluation of existing governmental policies
(Mason and Harrison, 1997a,b; Lerner, 1998; Mason and Harrison, 2004b; Aernoudt et al., 2007;
Knyphausen-Aufse and Westphal, 2008; Collewaert et al., 2010; Christensen, 2011; Romani et al., 2013;
Baldock and Mason, 2015). A few suggestions to stimulate the informal risk capital market are proposed
in the literature, including policy measures to facilitate the connection between BAs and entrepreneurs,
as the introduction of business introduction services and financial match-making services at a regional
level (Mason and Harrison, 1992; Mason and Harrison 1993; Mason and Harrison, 1995), to stimulate
syndication, promote co-investment schemes and BANSs’ activities, improve investors’ readiness, create
BAs’ schools or academies (San José et al., 2005), establish corporate partnerships for new ventures and
integrate different financing resources (Aernoudt, 2005).

3.3 BA Investment Process

The thematic area BA investment process includes a total of 68 articles (54%). It is further divided into
four research lines: selection, evaluation and funding; post-investment; impact on investees’ performances
and overview of the entire investment process.

3.3.1 Selection, Evaluation and Funding

The first research line selection, evaluation and funding is the most explored one within the thematic area
BA investment process, totalling 36 papers.

This stream of literature examines the determinants of BAs’ decision-making at both individual BAs
and BA groups levels (Landstrom, 1998; Mason and Harrison, 1996b; Saetre, 2003; Sgrheim, 2003;
Gimmon, 2008; Harrison et al., 2010b; Brush et al., 2012; Mitteness et al., 2012b; Argerich et al., 2013;
Ding et al., 2014; Rostamzadeh et al., 2014, 2015), with a specific focus on the criteria employed to
reject business proposals (Maxwell et al., 2011; Carpentier and Suret, 2015a), in comparison with the
decision-making criteria adopted by other types of investors, such as VCs and bankers (Haar et al.,
1988; Fiet, 1995a,b; Guild and Bachher, 1996; Mason and Stark, 2004; Gimmon, 2008; Ibrahim, 2008;
Fairchild, 2011; Conti et al., 2013; Hsu et al., 2014, 2015; Hellman and Thiele, 2015).

A more recent stream of literature has also focused on the decomposition of the selection stage
in subsequent phases in order to analyse how the criteria applied change. It is generally found that
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Figure 2. BA’s Selection Criteria.

tangible and objective characteristics (i.e. strength of the opportunity and organizational, strategic and
technological venture’s readiness) are more important during the initial evaluation stage, while intangible
and subjective characteristics (i.e. commitment, persuasiveness and passion expressed by the entrepreneur
and the top management team) matter most in the subsequent decision stages (Maxwell et al., 2011; Brush
et al., 2012; Mitteness et al. 2012b).

A significant number of works analyse to what extent the entrepreneur’s soft-skill qualities affect BAs’
judgements, such as the entrepreneur’s personality (Becker-Blease and Sohl, 2015; Murnieks et al., 2015),
his/her entrepreneurial passion (Mitteness et al., 2012a; Hsu et al., 2014), his/her presentational skills
(Clark, 2008) and the trust established between the entrepreneur and the angel investors (Fairchild, 2011;
Nofsinger and Wang, 2011; Wallnofer and Hacklin, 2013; Douglas et al., 2014; Maxwell and Lévesque,
2014).

A total of three papers develop theoretical models explaining the interaction between entrepreneurs,
BAs and VCs in the funding process (Fairchild, 2011; Conti et al., 2013; Hellman and Thiele, 2015).
Finally, only a few papers explore the negotiation phase, focusing on how BAs’ contracts affect their
involvement in invested firms and investments through syndicates (Kelly and Hay, 2003), in comparison
with VCs’ contractual provisions (Ibrahim, 2008), and on the challenges faced by entrepreneurs in closing
deals with BAs (Amatucci and Swartz, 2011; Douglas et al., 2014).

Figure 2 summarizes the main BAs’ selection criteria identified in the literature. The most frequent
criteria adopted by BAs in the selection process concern the human capital of the entrepreneur/management
team and the business opportunity (i.e. product, market size and potential, strategy, organization) with
more than 30% of the papers addressing them. BAs are found to give particular importance to the business
plan (i.e. the quality of the business presentation) and to the investor fit (six papers), to the trust and
empathy established between a BA and the entrepreneur/management team (five papers) and to external
deal referrals, such as other investors or outside advisors (five papers).
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3.3.2 Post-Investment

We identified 10 articles on the post-investment phase of the BA investment process, plus one study
(Amatucci and Sohl, 2004) that we included under the research line overview of the entire investment
process. Two of these studies are literature reviews (Politis, 2008; Fili and Grunberg, 2014), reporting
scholarly works that examine the value-added roles served by BAs and the governance processes of BAs’
post-investment involvement. '

Research on the post-investment phase is primarily based on case studies (Mason and Harrison, 1996a;
Sgrheim, 2005; Macht and Robinson, 2009; Macht, 2011; Fili, 2014; Bjgrgum and Sgrheim, 2015). Only
one article by Madill et al. (2005) applies a quantitative method, finding that BAs facilitate the investee
company to raise additional finance (i.e. VC), along with providing advice and mentoring, networking,
assistance in everyday operations, credibility and legitimacy.

Figure 3 reports the main value-added activities performed by BAs and the papers in which they are
analysed.

3.3.3 Impact on Investees’ Performances

The research line impact on investees’ performances includes 20 papers. While extant literature has
extensively analysed the impact of individual BAs on both their investment returns and portfolio ventures’
performances, the evidence is somehow inconclusive. Results point in the direction of BA funding being
associated with enhanced venture performance, but some contrasting evidence exists. Moreover, the effects
on the performance of angel groups’ returns and their investee companies are still poorly examined.

At the investment level, it emerges that BAs’ investment returns have a large variance and are negatively
skewed, with many losses and few extraordinarily high returns (Mason and Harrison, 2002b).!' BAs
typically have a relatively short holding period (four years) and trade sale is the most common exit
strategy, which is preferred over IPO exit by angel groups too (Roach, 2010; Capizzi, 2015; Carpentier
and Suret, 2015b), although angel-backed companies achieve the best performances through [POs (Mason
and Harrison, 2002b).

A few studies question whether formal VC methodologies can be successfully transferred to BAs
(Wiltbank, 2005; Wiltbank et al., 2009). It is shown that investing at earlier stages of venture development



and providing more post-investment involvement results in fewer negative exits, while doing more
due diligence leads to a higher number of failures, but also to more extraordinarily returns (Wiltbank,
2005). Moreover, BAs, who emphasize the use of non-predictive mechanisms (e.g. more post-investment
involvement, pursue of possible courses of action based on prior experience) over predictive control
mechanisms (e.g. market research, surveys, detailed financial models) in the selection process, experience
fewer negative exits (Wiltbank et al., 2009).

At the venture level, prior research has focused on IPO performance (or underpricing) as the primary
measure of venture performance, finding contrasting results. A few studies report that BA financing
is associated with better IPO performances or lower IPO underpricing (Chahine et al., 2007; Bruton
et al., 2009; Hearn, 2014), especially in civil law countries (Bruton et al., 2010). Other studies have
instead found that angel-backed IPOs do not outperform non angel-backed IPOs, and may even perform
worse (Johnson and Sohl, 2012a,b). A similar positive effect on ventures’ performances is found at the
angel group level: companies funded by angel groups experience superior outcomes in terms of higher
survival rates, successful exits, employment growth, patenting and web traffic (Kerr et al., 2014). These
results demonstrate that there is ample room for researchers to further investigate BAs’ exits and clarify
apparently contrasting evidence.

Another stream of literature investigates the impact of trust and BA network connections on investees’
performance (Bammers and Colleweart, 2012; Werth and Boeert, 2013). It is showed that BAs’ trust
perceptions lead to higher perceived venture performance up to a certain threshold, beyond which
the positive effect is displaced (Bammers and Colleweart, 2012). Moreover, ventures backed by better
connected BAs are more likely to receive subsequent funding by VCs and to successfully exit through
trade sale or IPO (Werth and Boeert, 2013). Partially connected with this last stream of research, one
paper (Colleweart, 2012) examines the angel investor—entrepreneur relationship in their respective exit
processes and the impact of different types of conflicts on the intention of the two actors to exit.

Figure 4 shows the main investment performance measures, used in the literature. The most frequent
approaches to assess BAs’ investment performance are exit through IPO and internal rates of returns
(IRRs) with nine papers each, followed by exit through trade sale (four papers). Venture’s operating
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performance is studied only in five papers, while one paper relies on BAs’ perceived evaluation of venture
performance. Another potential important measure, that is subsequent financing, is almost unexplored,
accounting for only two papers.

3.3.4 Overview of the Entire Investment Process

The last research line overview of the entire investment process includes 11 papers that analyse the entire
investment process, 2 of which are literature reviews (Florin et al., 2013; Scheela et al., 2015). Out of
11 articles, 4 papers investigate the role played by different institutional settings on the BA investment
process in emerging economies, such as Thailand, China, Philippines (Scheela and Isidro, 2008; 2009;
Xiao and Ritchie, 2011; Scheela and Jittrapanun, 2012). Amatucci and Sohl (2004), Paul et al. (2007)
and Festel and De Cleyn (2013b) provide a description of the different phases of the BA investment
process, focusing, respectively, on the comparison with the VC’s process, on the role of gender in the
searching, negotiation and post-investment phases, and on founding angels’ specific investment practices,
while Elitzur and Gavious (2003) develop a theoretical model analysing the interactions between an
entrepreneur, a BA and a VC during the investment process, pointing out that, due to a moral hazard
problem, the entrepreneur and the VC are incentivized to free ride on the initial investment made by the
BAs.

However, it seems that BAs and VCs can also play complementary roles when they co-invest in
syndicated deals (Bonnet and Wirtz, 2012). BAs are more involved in the selection phase and first contact
with the entrepreneur, while VCs take the lead in the deal-structuring phase. In the post-investment phase,
both investors play strong complementary roles, being BAs more engaged in mentoring and VCs in
monitoring through contracts and supervisory board involvement (Bonnet and Wirtz, 2012).

4. Bibliometric Analysis

In this section we present the results of the bibliometric analysis, which was performed using the software
bibexcel'? (Persson et al., 2009).'3 The bibliometric analysis includes the analysis of backward and
forward citations and the co-authorship analysis.

Table 2 reports the 42 different journals, where the reviewed articles have been published, ordered
by number of articles. The Table also includes the total number of forward citations, the incidence of
forward citations per article (CPA, representing the average number of citations received by all articles
published in the journal and included in the review), and the journal impact factor (last available year,
2015). Following the subject areas classification by Scopus, the publication outlets for the analysed 148
articles refer mostly to Business, Management and Accounting (63.9%), Economics, Econometrics and
Finance (23.7%), followed by other minority areas, such as Decision Science (4.1%), Social Sciences
(3.1%), Computer Science (2.1%), Engineering (2.1%) and Environmental Science (1.0%). Concerning
Business, Management and Accounting the most common journals belong to the following subject areas:
Strategy and Management (18.6%), International Management (15.5%) and Management of Technology
and Innovation (12.4%). These results seem to suggest that BA research is relevant across different fields
of business management.

However, papers are quite concentrated in few journals; the main outlet is Venture Capital with 53
published articles (35.8%), despite its relatively low CPA (2.18%). A total of 17 articles are published
in the Journal of Business Venturing (with a CPA of 6.46%), followed by 10 articles published in Small
Business Economics and Entrepreneurship and Regional Development. Both journals show a relatively
high number of CPA (around 5.40%). Journals with a lower impact factor (below 2.00), such as the Journal
of Business Finance and Accounting and the Journal of Banking and Finance are also good outlets for BA
research, attaining more than 5% CPA each (corresponding at least to 40 forward citations). Moreover,



Table 2. Number of Reviewed Articles by Publication Outlet.

Scopus impact

Journal No. articles No. citations CPA % factor (2015)

Venture Capital 53 840 2.18 1.367

Journal of Business Venturing 17 797 6.46 5.657

Entrepreneurship and Regional 10 392 5.40 2.109
Development

Small Business Economics 10 391 5.39 2.642

International Small Business Journal 5 164 4.52 3.058

Entrepreneurship: Theory and Practice 5 113 3.11 4.223

Journal of Private Equity 5 18 0.50 0.030

Journal of Banking and Finance 3 132 6.06 1.826

Technovation 3 58 2.66 3.074

Journal of Small Business Management 3 46 2.11 2.495

Asia Pacific Journal of Management 2 9 0.62 2.140

Journal of Developmental 2 1 0.07 0.563
Entrepreneurship

MIT Sloan Management Review 1 100 13.78 1.951

Strategic Management Journal 1 94 12.95 4.454

Journal of Business Finance and 1 41 5.65 1.174
Accounting

Journal of Small Business and 1 26 3.58 1.203
Enterprise Development

Review of Financial Studies 1 25 3.44 3.824

Local Economy 1 25 3.44 0.679

Journal of Business Research 1 23 3.17 2.644

Vanderbilt Law Review 1 19 2.62 0.966

Journal of Economics and Management 1 15 2.07 0.948
Strategy

Regional Studies 1 13 1.79 1.939

Journal of Management Studies 1 11 1.52 4.950

International Journal of Entrepreneurial 1 9 1.24 1.418
Behaviour and Research

International Business Review 1 7 0.96 0.910

Managerial and Decision Economics 1 7 0.96 0.754

Technological and Economic 1 5 0.69 1.838
Development of Economy

International Journal of Technology 1 5 0.69 0.221
Management

Industrial Marketing Management 1 3 0.41 2.584

International Journal of Entrepreneurial 1 3 0.41 0.485
Venturing

Journal of High Technology 1 2 0.28 1.109
Management Research

Journal of Management 1 2 0.28 6.646

(Continued)



Table 2. Continued

Scopus impact

Journal No. articles No. citations CPA % factor (2015)

Journal of Multinational Financial 1 2 0.28 0.687
Management

Team Performance Management 1 2 0.28 1.050

Service Industries Journal 1 1 0.14 0.994

Singapore Management Review 1 1 0.14 0.000

Journal of Management and 1 1 0.14 1.244
Governance

International Journal of Economics and 1 0 0.00 0.374
Financial Issues

Journal of Entrepreneurship in 1 0 0.00 0.200
Emerging Economies

Journal of Financial Economics 1 0 0.00 5.070

Technology Analysis and Strategic 1 0 0.00 1.197
Management

International Journal of 1 0 0.00 0.436
Entrepreneurship and Innovation

Total 148 3,403 100.00

International Small Business Journal and Entrepreneurship Theory and Practice with just five papers each
are, as expected, potentially good outlets, given their discrete CPA above 3%. Thus, we can conclude that
the research on BAs potentially offers good publication opportunities if the right journals are targeted.

The papers included in the review have been authored by 187 different scholars. There is evidence of a
growing scientific community, because almost half of the scholars (92) joined the community in the last
five years and more than one-third (70) in the last three years. Authors are mainly based in North America
(71 authors) and Europe (86 authors, of which around 30% come from the United Kingdom), while a few
are from Southeast Asia (19 authors) and other world areas (11 authors).

To analyse the dissemination of BA research, we provide an analysis of forward citations. Figure 5
shows the average number of forward citations per year (CPY) by thematic area, over the time period
1987-2015, considering all the articles included in the current review. CPY are calculated as the total
number of forward citations received divided by the number of years of publication. We can see that the
thematic area Investment Process has become a hot topic beginning from 2010, when it surpasses the
cumulative CPY of the papers on BA characteristics. Papers belonging to the thematic area BA market
have always received fewer citations than the other two aforementioned thematic areas (except for 2010),
especially from 2011 and besides the potential relevant practical implications for policy makers and
entrepreneurs.

Table 3 shows the 20 most cited articles by absolute number of forward citations and by CPY. These
papers received a total of 1,492 citations, accounting for the 44% of the total number of forward citations.
The bare count of total forward citations provides only partial evidence as a measure of success for
scholarly publications, as inevitably favours older studies. Thus, to overcome this bias we also report the
top 20 articles by CPY. Articles published after 2010 are now also taken into account.

Looking at the top 20 papers per forward citations some interesting observations can be advanced: first,
forward citations are not much concentrated. On average, a paper cites 2.4 of the 20 most cited papers
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Table 3. Top 20 Most Cited Articles by Number of Forward Citations and by CPY.

X & b
SN N
A

Top 20 per forward citations Top 20 per CPY
Rank Authors (year) Cit. CPY Authors (year) Cit. CPY
1 Mason and Stark (2004) 112 9.3 Bruton et al. (2010) 94 15.7
2 Aernoudt (2004) 109 9.1 Kerr et al. (2014) 25 12.5
3 Mason and Harrison (2002b) 108 7.7 Wiltbank et al. (2009) 71 10.1
4 Wetzel and William (1983) 100 3.0 Maxwell et al. (2011) 47 94
5 Bruton et al. (2010) 94 15.7 Mason and Stark (2004) 112 9.3
6 Mason and Harrison (2002a) 87 6.2  Aernoudt (2004) 109 9.1
7 Freear et al. (1994) 75 3.4  Mason and Harrison (2002b) 108 7.7
8 Mason and Harrison (1996b) 72 3.6 Mitteness et al. (2012a) 29 7.3
9 Wiltbank et al. (2009) 71 10.1 Becker-Blease and Sohl (2007) 60 6.7
10 Fiet (1995a,b) 68 3.2 Mason and Harrison (2002a) 87 6.2
11 Harrison and Mason (1992) 67 2.8 Bruton et al. (2009) 40 5.7
12 Mason and Harrison (1995) 66 3.1 Conti et al. (2013) 15 5.0
13 Landstrom (1993) 64 2.8 Collewaert (2012) 19 4.8
14 Prowse and (1998) 63 3.5 Harrison and Mason (2007) 42 4.7
15 Becker-Blease and Sohl (2007) 60 6.7 Chahine et al. (2007) 41 4.6
16 Haar et al. (1988) 58 2.1 Clark (2008) 35 4.4
17 Sorheim and Landstrom (2001) 57 3.8 Madill et al. (2005) 48 4.4
18 Bygrave et al. (2003) 56 4.3  Bygrave et al. (2003) 56 4.3
19 Lerner (1998) 53 2.9  Politis (2008) 34 4.3
20 Freear et al. (1995) 52 2.5  Fairchild (2011) 21 42




in the field. Second, almost all of the 20 most cited publications consist of empirical studies, rather than
theoretical models, methods, or other related phenomena. Third, looking at the topics addressed by the
most cited papers we find a confirmation that papers focusing on BA characteristics, in particular belonging
to the research lines profiles and types and international differences in profiles, and BA investment process,
in particular belonging to the research lines selection, evaluation and funding and impact on investees’
performances, are well represented, followed by papers on BA market.

If we examine the list of the top 20 papers per CPY, a higher number of articles focusing on the
investment process are now clearly accounted for. In particular, one of the most successful research lines
for scholars appears to be impact on investees’ performances, with the article by Kerr et al. (2014) that
receives 16 citations in its first year of publication (and a total of 25 cit.). This paper, in fact, is one of
the few assessing the impact of BA groups’ investments on the performances of invested firms. Of note
is the presence of the authors Mason and Harrison, who publish 3 out of the top 20 articles by CPY,
accounting for a total of 237 citations. Another interesting new entry is the work by Fairchild (2011), who
advances a theoretical model on the entrepreneur’s choice between VC and BA financing, based on an
original behavioural game theoretical approach. Moreover, two articles that analyse the obstacles faced by
women entrepreneurs in accessing informal risk capital (Becker-Blease and Sohl, 2007) and women BA
characteristics (Harrison and Mason, 2007) also received a relatively significant number of CPY, along
with the literature review on BAs’ post-investment value-added activities by Politis (2008).

With regard to the analysis of backward citations (references), the 148 articles count around 4,120
non-duplicated backward citations, of which 62 consist of articles included in the current review. We
distinguish between internal and external backward citations. A backward citation is internal (external) if
a paper cites another paper included (excluded) in this literature review. Table 4 reports the top 20 most
cited articles by both internal and external references.'*

Among the 20 most cited articles 12 are internal references with the top 4 ones also consisting of
internal backward citations (apart from Gaston, 1989). This shows how BA literature is quite a self-
referential research field. Precisely, this set of contributions is cited in total 145 times, accounting for
nearly the 23% of the total internal references. The two most cited works are two seminal papers on
typical characteristics and investment preferences of informal investors in the United Kingdom, while the
article in third position provides an assessment of the UK informal venture capital market from a supply
side perspective, identifying the main constraints on BAs’ ability to invest (Harrison and Mason, 1992).
The other most important internal references, again, include articles about BA characteristics in Sweden
(Landstrom, 1993) and on the comparison between the UK informal venture capital market with the more
sophisticated USA one (Mason and Harrison, 2002a).

As regards external references, the most cited publications (receiving at least 20 citations) ground
either on the same topics of internal citations, as BA characteristics and motivations to invest (Wetzel,
1981b; Mason and Harrison, 1994; Van Osnabrugge and Robinson, 2000), or on the VC literature, in
particular on the comparison between VCs’ and BAs’ investment processes and risk avoidance strategies
(Fiet, 1995a,b), investment evaluation criteria and funding preferences (Freear and Wetzel, 1990; Feeney
etal., 1999). Thus, it emerges that BA research shares some foundation with the VC literature, while there
are no apparent links with other research fields. Only if we take into consideration the most recent papers,
for example the ones published in the last two years, some contaminations from other research fields
are starting to emerge, such as from trust, human and social capital theories (Bammens and Collewaert,
2014; Maxwell and Lévesque, 2014; Parhankangas and Ehrlich, 2014; Ding et al., 2015). Finally, once
more Mason and Harrison confirm to be the pillars of the scientific community with 6 co-authored articles
among the 20 most cited ones.

In Figure 6 we show the co-authorship network, reporting clusters composed by three or more authors
for the sake of clarity (15 couples are omitted). First, it is evident that the field is quite fragmented. Five
main clusters composed by 8—10 scholars stand out, for the rest collaborations between 3 and 4 authors are
the most common ones. Second, the few larger clusters are dominated by founders of BA research, who



Table 4. Top 20 Most Cited Publications by Number of Backward Citations.

Authors (year) Backward Cit. Backward Cit. type
Wetzel (1983)* 45 Internal

Freear et al. (1994)* 35 Internal

Harrison and Mason (1992)* 33 Internal
Landstrom (1993)* 32 Internal

Gaston (1989) 32 External (book)
Mason and Harrison (2002a)* 31 Internal

Haar et al. (1988)* 29 Internal

Van Osnabrugge (2000) 29 External (article)®
Van Osnabrugge and Robinson (2000) 28 External (book)
Wetzel (1981a) 28 External (book)
Mason and Harrison (1994) 26 External (book)
Mason and Harrison (2002b)* 26 Internal

Feeney et al. (1999) 25 External (article)®
Freear and Wetzel (1990) 24 External (article)®
Fiet (1995a,b) 23 External (article)®
Mason and Harrison (1996a)* 21 Internal
Landstrom (1998)? 21 Internal

Mason and Harrison (1996b)* 21 Internal

Sohl and Rosenberg (2003)* 20 Internal

Wiltbank (2005)? 20 Internal

Lumme et al. (1998) 20 External (book)

2Articles included in the present literature review (i.e. internal backward citations).
PExternal articles that are not included in the Scopus database.

are still pretty active in the community. In particular, Harrison and Mason are the most prolific researchers
with 20 publications each, of which 16 co-authored, followed by Sohl (10 articles), Landstrom (6 articles),
Aernoudt and Wetzel (5 articles), and Wright (4 articles). Third, research collaborations have largely been
within the same country or region, and only few cases of collaborations between North American and
European researchers exist (Bygrave et al., 2003; Farrell et al., 2008; Brush et al., 2012; Gresgson et al.,
Harrison et al., 2010a; 2013). Moreover, as one could expect, North America affiliated authors publish
more in high-ranking journals, for example 12 articles published in Journal of Business Venturing, 2
articles published in Entrepreneurship Theory and Practice, 1 article published in Review of Financial
Studies, with only few exceptions (e.g. Bruton et al., 2010, who published the only article in Strategic
Management Journal or Bruton et al., 2009 and Colleweart, 2012, who published in Entrepreneurship
Theory and Practice).

Finally, Table 5 illustrates the methodologies used in the reviewed studies, by thematic area. It can
be noticed that the quantitative approach is the most frequent methodology used, accounting for 61% of
the articles. Among them, surveys represent around 45% of all the methodological approaches, followed
by research based on secondary data. Quantitative studies also receive a higher number of citations,
and 8 quantitative papers rank in the top 10 list of the most-cited publications per citations per year
(CPY). Qualitative research represents a modest 26% of the reviewed papers, and it is mostly based
on ex post interviews. Only few studies (2.7%) rely on real-time observational techniques (i.e. verbal
protocol analysis/policy capturing), although two of them enter the top 10 list of the most-cited papers,
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Figure 6. Co-Authorship Analysis.

Table 5. Methodological Approaches, by Thematic Area.

BA investment

BA characteristics BA market process Total
Quantitative 30 17 43 90
survey 29 12 26 67
secondary data 1 5 9 15
observational studies 4 4
content analysis 3
experimental studies 1 1

Qualitative (case study) 3 12 24 39

ex post interviews 2 4 21 27
observational studies 1 2 3
secondary data 1 7 1 9
Mixed method 1 1 1 3
Literature review 1 4 5
Theoretical 2 4 5 11




demonstrating that these techniques may lead to high-quality and high-impact research. Finally, we
identified 5 papers of literature review and 11 theoretical papers, 5 of which develop formal theoretical
models on BA market and BA investment process.

In this respect, it is important to highlight the significant methodological obstacles of conducting BAs’
research. BAs are very difficult to identify, because of their anonymous and invisible nature, which makes
sampling extremely problematic. As a result, the majority of the studies rely on convenience samples
(Avdeitchikova et al., 2008). Moreover, BAs are especially invisible in emerging economies compared
to developed economies, as they tend to keep a low profile, avoid institutions and rely on personal
connections to find investments. Typically, this results in small and non-random samples, especially in
emerging countries. Some of these methodological challenges have been addressed in a special issue of
Venture Capital (2008, Volume 10, no. 4) in three main papers (Avdeitchikova et al. 2008; Farrel et al.,
2008; Mason and Harrison, 2008). We will further discuss these contributions in the next section, when
we address the future methodological challenges of BAs’ research.

5. Conclusions and Directions for Future Research

This paper provides a literature review of the BAs’ literature from the first seminal article published
in 1981-2015. As the research field matured, BA research has moved from an early emphasis on the
characteristics of BAs and the informal risk capital market, towards an analysis of the BA investment
process. The bibliometric analyses show that studies focusing on the analysis of the BA’s investment
process and, more in general, research using quantitative methods are associated with a consistent
number of publications and citations per year. Despite the scientific community is quite fragmented and
self-referential, the number of new authors has constantly grown over recent years, indicating that the
interest on BA research has expanded and that there are good opportunities to publish high-impact articles.

In this final section, we outline the challenges that remain for future research. From a methodological
point of view, the review suggests that BA research is currently using a narrow set of theories and more
qualitative than quantitative tools of analysis. There is therefore significant scope to achieve a wider
representation in the top journals and this could be done by a cross-fertilization of theories and concepts
taken from related disciplines and by the use of new or more sophisticated quantitative methodologies,
some of which are widely used in the management and sociology fields. Our review also calls for a need
for more longitudinal approaches that could provide valuable insights into the temporal aspects of the BA
phenomenon.

A related methodological issue that should be addressed by future research is the construction of
high-quality samples of BAs, in order to avoid the exclusive reliance on convenience samples drawn from
formalized angel networks or associations that could not be representative of the broad population of
BAs. The use of random and multi-sample techniques are, especially, recommended to reduce sample
bias, allow for longitudinal analysis (see Avdeitchikova et al. 2008; Farrell et al., 2008) and estimation
of the overall BAs’” market size (Mason and Harrison, 2008). Thus, a combined use of different sources
to identify BAs and their investment activity is essential (e.g. BANs, angel syndicates and investment
schemes providing tax incentives). Sampling from publicly available business registration data could also
improve representative quality, especially in emerging countries, where angel groups and BANs are less
developed (Farrel et al., 2008).

Moreover, the review has emphasised that additional research on BAs is needed in emerging economies,
especially in some of the fastest-growing markets, such as India, South America or Southeast Asia,
which have received very limited attention by prior literature. Indeed, for both developed and emerging
economies, we need to implement representative sampling methods that allow to achieve comparable and
generalizable results on BAs’ characteristics, types of informal investors, BAs’ investment preferences
and strategies that apply broadly to the institutional context in which they are embedded.



From a content point of view, there are many avenues for future research. We articulate the discussion
of the research directions along the thematic areas and research lines previously identified.

5.1 BA Characteristics

5.1.1 Profiles and Types

Although it is the earliest topic addressed by BA research, this research line could be revitalized,
especially in connection with other areas of inquiry, such as BA investment process. Researchers have
primarily focused on conventional human capital characteristics (i.e. education, experience, geographical
location), without in-depth assessments of more intangible aspects (i.e. physical appearance, reputation,
commitment, attention to ethical values, cultural norms, passion and network ties). More studies are
needed to explore to what extent these intangible human capital aspects impact on the different phases of
the investment process and on distinct investment contingencies (e.g. activities performed in the invested
firm, holding periods, round of entry and staging strategies). In this regard, it would be interesting to
understand whether investors sharing certain soft characteristics would value opportunities differently,
add value differently to invested ventures and ultimately influence the overall venture’s performances.

Another interesting topic that deserves attention concerns tangible and intangible individual factors
(of both investors and entrepreneurs) that shape the matching between entrepreneurs and angel investors.
Is there a positive sorting in the BA market, as it happens in the VC market, so that the most reputable
investors choose the best entrepreneurs and vice versa? Does the heterogeneity (or rather the homogeneity)
in entrepreneurs’ and investors’ individual characteristics allow a better valuation of the deal, allocation
of financial sources and access to finance? Which factors moderate the effects on investor—entrepreneur
fit (e.g. quality of the venture, investor’s resource endowment and conditions of the financial markets)?
These are all questions that are likely to be at the leading edge of the academic debate in the next years
and that could be addressed with finer grained data and the adoption of a wide range of methods.

5.1.2 International Differences in Profiles

Individual BA characteristics, as previously outlined, can impact deal evaluation, funding decisions, value
adding activities and exit routes. However, BAs’ profiles and types are likely to be influenced by legal,
cultural, social norms and habits, which vary across countries and regions. More research is needed to
assess both with-in and cross-country differences (similarities) on investors’ behaviour in the light of
their characteristics. In particular, the differences in BAs’ profiles in emerging and developed countries
have been marginally addressed so far (Li et al., 2014; Scheela et al., 2015). A further development
of this research stream will allow to improve our understanding of BAs’ characteristics in emerging
economies, where the population of BAs is particularly invisible and where financial markets and BAs’
networks are still underdeveloped. In particular, it would be interesting to understand whether BAs’
profiles and investment preferences are affected by market inefficiencies and the lack of formal and
effective institutions.

Therefore, we call for scholars to address questions like: Do different institutional environments shape
BAs differently in their qualifying features? In particular, do BAs have distinct profiles in emerging
and advanced economies? Is the matching between entrepreneurs and angel investors easier in certain
geographical contexts than in others or does the ‘institutional void’ in emerging economies make it more
difficult? Are BAs’ human capital aspects (both tangible and intangible) leading to successful approaches
in certain contexts but not in others? Do BAs’ types adjust to varied institutional settings? More in
general, what type of relationship exists between culture, institutional factors, BAs’ investment patterns
and outcomes and how does it vary in intensity and directions across countries at different levels of



development? Exploring such questions would provide important insights into how the characterization
of angel investors diverges within a broad range of institutional contexts.

5.1.3 Gender

The theme of gender has been much underexplored, even if it could potentially produce high-impact
research, as indicated by two papers (Becker-Blease and Sohl, 2007; Harrison and Mason, 2007) out of
the total 5 addressing this theme, which entered the top 20 most-cited list. Future studies could explore a
number of interesting issues. Do women BAs have the same human capital characteristics than their men
peers? For instance, are women BAs more risk tolerant than men, do they experience higher (lower) failure
rates? Are these characteristics affecting their investment behaviour in the same way of men? Do women
BAs have different mental constructs to evaluate deals, to take funding decisions and to manage capital
and post-investment relationships? Why are women business angels underrepresented in the BA market?
Is the rise of women angel groups facilitating the matching between entrepreneurs and women business
angels? How is gender shaping the relationship between angels and VCs? How is gender affecting the
group thinking behaviour of investors in case of groups of BAs? Each of these questions warrants further
exploration.

5.1.4 Networks and Groups

As the BA market has matured, BAs have become more professionalized, tend to join together in
semiformal or organized networks/groups and their investment process increasingly resembles that of
VC funds. However, additional research is needed to improve the overall understanding of the challenges
and issues faced by organized angel groups and networks. Future studies can uncover who is attracted
by angel networks or groups (e.g. individuals that would have never become solo angels?), how BAs
connect to domestic and international networks, how they position into the network and manage their
network relationships, how they interact with other members in the investment process and the extent to
which investment decisions are influenced by group thinking. Additional questions concern: What role
do social capital and the positioning of investors into a network play in driving the selection of which
ventures to finance? Does the heterogeneity in terms of competences, experiences, education within the
group favour the investment decision? Or rather what drives most the decision making is the homogeneity
of BAs? Little is also known about how syndicates operate, if they implement practices and risk reduction
strategies similar to VC investors, what are the differences in terms of management and investment
practices in different institutional settings. These questions represent a major opportunity for researchers
in the entrepreneurial finance field.

5.2 BA Market

5.2.1 Demand and Supply of Angel Capital

Many of the studies reviewed under this research line have not provided an adequate account of the
historical, cultural, economic, social or institutional factors determining the matching between demand
and supply of angel capital and little scholarly attention has been devoted to the challenges to overcome to
bring the two sides together. The demand and supply of BA financing is influenced by regulatory changes,
tax policies, corporate governance regimes, legal environment (e.g. investor protection rights), level of
development of financial markets, which greatly vary across nations and between emerging and advanced
economies. In particular, the lack of institutions supporting venture financing in emerging economies is
expected to hamper the demand and the supply of angel capital, even if recent research seems to suggest



that BAs are able, somehow, to overcome these institutional challenges and provide financial resources
to new entrepreneurial ventures (Scheela ef al., 2015). More extensive research on these issues would
further our understanding of which are the consequences for both entrepreneurs and investors of these
factors in different institutional settings. Specifically, future studies on emerging markets could support
or contradict these preliminary results.

Finally, another theme that has not received much consideration is the impact on the demand side of
the changes that have recently taken place in the supply side, namely the organization of angels into angel
groups/networks or the adoption by BAs of investment practices similar to the ones adopted by VCs.

5.2.2 Effectiveness of Angel Financing on Regional Growth

The geography of BAs’ investment activity and the role of BAs in filling the new regional equity market
gap, which is deepening at the lower end of the risk capital market, is worth further investigation by
future works, for its important policy implications and potential impact on entrepreneurial activity. As
prior research suggested, the regional concentration of BAs’ investments puts start-ups located in outer
regions at disadvantage compared to their equivalents in core economic regions (Avdeitchikova, 2009;
Harrison and Mason, 1995). New studies (i.e. outside the United Kingdom) could explore the presence
of geographical concentration of BA activity in other settings and to what extent this is determined
by institutional, social and economic factors. Further research is needed to assess to what extent the
emergence of BA networks and groups can effectively fill the regional equity gap and which legal,
institutional, social, regulatory conditions allow BA financing to engage with other sources of financing
(i.e. crowdfunding, VC, public sector finance).

5.2.3 Policies to Foster the Informal Risk Capital Market

Research on the effectiveness of governmental policies in stimulating BA activities has been limited,
despite its important economic implications and benefit for entrepreneurs and BAs alike. Consequently,
new studies will have to better clarify in which direction public policy measures should be pointed to
stimulate BA risk capital market and to fill the regional equity gap identified in the literature. There
is the need to evaluate the efficacy of the introduction of public sector measures to stimulate both the
demand and supply side of the BA market, especially in peripheral regions. Are tax reliefs, public
guarantees, co-investment schemes and educational initiatives enough to encourage angel investments?
Can tax incentives be extended to angels investing in pooled investment vehicles? Is it more effective to
sustain the development of BA networks rather than BA groups or viceversa? Which measures can be
implemented to facilitate the matching between entrepreneurs and BAs, and should these measures be
differently shaped for distinct types of investors and entrepreneurs?

5.3 BA Investment Process

5.3.1 Overview of the Entire Investment Process

Research on BA investment process is still underdeveloped. In general, works establishing patterns of
causes and effects in the different sequential stages throughout the entire investment process are very
limited. Indeed, only eight empirical papers study the overall investment process, and most of them focus
on a particular geographical area or BA’s typology. Therefore, we see numerous opportunities to enlarge
the overview of the entire investment process, with additional insights into the diverse roles played by
individual angels, networks and groups. We detail a number of potential future research lines spanning
the overall investment process in the following paragraphs.



5.3.2 Selection, Evaluation and Funding

Future research into the selection, valuation and funding stages should examine how investment decisions
and patterns change as BAs gain experience and maturity, change their risk-return preferences or syndicate
with other investors, controlling for the diversity of the institutional context in which they operate. There
is a lack of empirical knowledge on whether evaluation criteria are weighted differently throughout the
various stages of the investment process and if this is influenced, to some extent, by BAs’ individual
characteristics (both tangible and intangible). Little is known about the negotiation phase, and specifically
on the determinants of deal terms and deal pricing, which are of crucial importance for both entrepreneurs
and BAs, as they determine their relative control over the venture and influence BAs’ returns at the exit.

It would be insightful to explore all these issues at the level of both individual angels and BA groups and
networks. Indeed, only six papers among those reviewed have examined the investment decision process
followed by BA groups. Hence, there is ample room for further research in expanding the number and
types of angel groups sampled and in examining how investment groups differing on the size, corporate
governance, level of professionalism and maturity differently balance investment criteria in their decision
making process and which model likely leads to better decisions.

Finally, the relationship between BAs and VCs represents another promising direction for future
research, in particular because empirical research is rather limited. How does the level of engagement
of solo angels and BAs networks/groups with VCs influence the selection, evaluation and negotiation
of the deals? Who is steering valuations, negotiations and contract terms? Are the inter-relationships
between VCs and BAs characterized by complementarity or substitutability and how is this affecting
the investment process? Do the characteristics of angels (experience, education, social capital) matter in
influencing the decision of VCs to co-invest with BAs or to invest sequentially? Understanding to what
extent the interaction with VCs affects the decision making process in all these stages is clearly left for
future studies.

5.3.3 Post-Investment

The motivations and implications of value-added activities performed by BAs in the post-investment
phase are mainly based on limited case studies (a part from Madill et al., 2005). Longitudinal quantitative
analyses could expand the current knowledge, in order to understand when and why certain activities
performed by angels are perceived as more valuable and how they vary as the post-investment relationship
unfolds. More research on the role played by third parties (e.g. other investors, the entrepreneur, board
members, management), by certain human capital characteristics, and by the diversity of skills and
knowledge within groups on BAs’ involvement in invested companies is warranted. In that sense, the use
of new methodologies (e.g. dialectical techniques, verbal protocol analysis etc.) could enable a much richer
understanding of the post-investment value provided by BAs, compared to self-reported, retrospective
questionnaires and interviews.

5.3.4 Impact on Investees’ Performances

Concerning this research line, there is a need for evidence that could resolve the current contrasting results
on the impact of BAs’ funding both at the investment and venture level. Also, the distribution of angel
groups’ financial returns and how syndication affects investment and venture performance are totally
underexplored or inconclusive when addressed (Wiltbank, 2005). Thus, future promising research lines
could address the following questions: Would ventures that had other sources of financing before the BA
investment be better off without them? Would ventures perform better when investments are syndicated
or when are invested by individual angels? What does the emergence of angel groups and the function



of gatekeepers mean for companies’ post-investment performance? Does angel groups provide better
investment returns to their members than those obtained by individual angels? What is the impact of
co-investment strategies among BAs and VCs on investees’ performances? And are there any differential
effects when complementary and/or substitute roles between BAs and VCs are envisaged? Moreover,
the adoption of more robust methodologies and performance measures would also allow to disentangle
the causal effect of BA funding from a priori selection effect of better performing ventures by BAs
themselves.

Notes

1.

>

10.

11.

12.

The literature reviews by Politis (2008) and Fili and Griinberg (2014), for example, concentrate
on BAs’ value adding activities in the post investment phase on the basis of a limited number of
papers (i.e. 14 and 29 papers respectively). Florin ef al. (2013) analyse BAs’ investment process
by developing a conceptual framework grounded on prospect theory, without employing a rigorous
methodology in the selection of the reviewed papers. Another recent review by Scheela et al. (2015)
focuses on BA research carried out in Southeast Asia.

Given our research objectives, we preferred to perform the bibliometric analysis on a widely
recognised formal database like Scopus, which adopts a rigorous and transparent methodology to
catalog articles, instead of using a more comprehensive, but less accurate tool (e.g. Google Scholar).

. We arguably assume that such research products contain less validated knowledge, although we are

aware that in this way some influential contributions might be overlooked.
The query was first run on 02/02/2016 and re-run on 30/08/2016 to check for recent added articles.

. As said, Scopus excludes a number of articles on the topic. We searched within the main journals

included in our sample and we found at least other 35 published articles about BAs that are not
reported in Scopus. We decided not to include these papers in the present review to preserve the
coherence between the thematic and the bibliometric analysis.

Founding angels are BAs who participate in the founding of start-ups, providing pre-seed financing
and operational help.

. One of the main sources of data for these studies is the Global Entrepreneurship Monitor (GEM)

survey, a global dataset covering more than 100 countries dedicated to the study of individual-level
entrepreneurial behaviours.

The paper is formally included under the research topic ‘BA investment process’ as it analyses BAs’
investment process in emerging economies.

‘Gatekeepers’ manage the outside relationships, especially with entrepreneurs, and provide internal
coordination. ‘Nexus angels’ facilitate entrepreneurs’ access to hidden angel groups and support
them in the attraction of angel capital.

Note that some of the papers analysed by the two aforementioned literature reviews are not included
in the post investment category because, either they are published in journals outside the Scopus
database, or they have not been attributed to the post-investment phase, as they are descriptive in
nature, without having a specific and unique focus on this stage. Therefore, we classified those papers
under the thematic area BA characteristics (e.g. Prowse, 1998; Wetzel, 1983; Stendler and Peters,
2003), while we included in the post-investment research line only papers whose research questions
are concerned with the identification of BAs’ value-added activities.

Mason and Harrison (2002b) is the first study that provides an analysis of the distribution of BAs’
returns, securing the authors the first place among the most cited papers on BAs (see Table 4). They
find that almost half of UK BAs’ investments make a loss, around 10% achieve break-even, around
20% report IRRs higher than 50%, while only 10% generate IRRs higher than 100%.
http://www8.umu.se/inforsk/Bibexcel/



13. A similar approach is adopted by Ghio et al. (2015) and Raasch ez al. (2013).
14. Note that six of external backward citations refer to books, book chapters or conference proceedings,
which are not included in the current review.
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