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Abstract 

Portugal, as other relevant economies, has been putting an increased focus on innovation and on its contribution 

to economic growth. 

Since venture capital (VC) is directly associated with the funding of new technological ventures, which represent a 

channel for innovations to reach the market, a good performance by the VC is, ultimately, beneficial for the 

Country. Over the years many countries and regions have tried to foster the emergence of the VC industry, with 

different measures of success.  

In the present work I have set out to assess the level of success and maturity of the Portuguese VC industry, 

specifically by looking at a selection of venture-backed companies considered to be “successful”. In order to 

define “success” with minimum external bias, through a set of interviews to relevant Portuguese VC firms, 

investors, based on their perception and organizational strategy, selected the cases of participated companies 

they consider to be the most successful in their own portfolios.. To further understand the state of the VC industry 

in Portugal, an analysis was developed on what factors, besides pure Return on Investment, were considered by 

VC companies to be signs of success.  

Results show, arguably for the first time, that the Portuguese VC industry shows good investment metrics when 

compared to other similar EU regions, and its considered to be looking at the right startup success factors 

(Entrepreneurial Team, Product and Industry). Howerver, it is not at a point where it can be considered mature, as 

its focus is still on a phase centered around the development of the portefolio startups.  
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1. Introduction 

Economic development represents one of the main 

indicators of robustness and growth of a country, since 

it corresponds to an evolution of its productive capacity 

which has an impact on both the financial and social 

state of a nation. Nowadays, the biggest agents of 

technological change and job creation are the new 

companies in technology-based sectors. By challenging 

existing processes, they promote efficiency and 

dynamism, confronting the players already present in 

the market and presenting, as a consequence of their 

innovation, a positive impact on the performance of the 

economy (Revest and Sapio, 2012).  

Within Europe, VC is of particular importance. The 

Portuguese VC industry represents a big percentage of 

the gross domestic product (GDP) of the country, with 

Portugal being the sixth EU member country with the 

highest percentage of VC investment per GDP in 2015 

(0,039%), ahead of countries such as the United 

Kingdom, Germany and France (European VC 

Association, 2015). Therefore, considering the 

relevance of the VC and technology-based companies, 

as previously shown, the study of the performance of 

VC in Portugal is of the utmost importance. In the 

present work, I opted to analyse the performance of VC 

by first observing the characteristics and performance 

of the new companies considered successful by the 

Portuguese VC companies themselves and belonging 
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to their portfolios. Based on this observation, and taking 

into account the well-known and well-defined criteria for 

evaluating the success of companies financed by 

international VC - essentially return on investment - we 

can make a comparative analysis of the state of 

maturity and the level of performance of the VC in 

Portugal. Beyond other paralell contributions of the 

present research – such as the compilation of a unique 

list of key VC actors in Portugal and characterization of 

the state of international and national VC and its 

relevance to the economy – the study draws on 

relevant scientific literature and quantitative/qualitative 

primary and secondary data to address the following 

research questions: 

(i) How are the Portuguese VC investment metrics 

and how do they compare to relevant EU geographies? 

(ii) Is the Portuguese VC industry looking at the right 

success factors for a new company? 

(iii) What is the Portuguese VC industry state? 

(iv) What do VC companies consider to be 

“success”? 

 

2. Literature Review 

2.1 Technology-Based Entrepreneurship 

According to Coase (1937) in its interpretation of the 

nature of enterprises as the element responsible for 

coordinating the resources at their disposal in the 

company, in the best way possible. This description 

was later expanded by Rumelt (2009), with the 

definition of entrepreneurship as the creation of new 

businesses, namely businesses that present some new 

element and do not duplicate something already 

existing in the market, a description supported by Hitt et 

al. (2001), which define entrepreneurship as the 

identification and exploitation of opportunities not yet 

explored. 

The increasing exploitation by entrepreneurs of 

technology as the basis for the creation of new 

enterprises has begun to increase the relevance of 

technology-based companies as a subgroup of modern 

companies. Technology-based companies are 

organizations focused on technological innovation, 

which use scientific or technological knowledge in the 

development of new products, processes or services 

(Granstrand, 1998).  

 

 

2.2. Funding Technology-Based Entrepreneurship  

Financing, when applied to a new business 

environment, has the primary function of helping 

companies bringing their products or services to the 

market or, at a later stage, to facilitate expansion by 

injecting capital into the new company in question, 

aiming to obtain a return on invested capital (Au et al., 

2016). Thus, the market of financial intermediaries has 

a great impact on the determination and direction of 

technological changes, when deciding how to allocate 

its resources among companies (Revest and Sapio, 

2012). 

According to Bettignies and Brander (2007), the 

entrepreneur seeking external capital aid for his 

company has two main types of financing: traditional 

loans and VC. In the first option, the company seeks a 

loan, which is normally provided by an entity in 

exchange of some kind of interest. Therefore, the 

company creates debt, having to return the money plus 

the amount established in interest to that entity. In the 

second option, the new enterprise negotiates a 

valuation with the VC company. Then, depending on 

the investment value required by the new enterprise, 

the VC company will receive a share percentage of the 

new company in exchange of the investement. This 

investment can be in the form of capital, technical 

resources or management assistance, thus receiving 

investment without contracting debt (Sahlman, 1990). 

2.3. Venture Capital Lifecycle 

As mentioned previously, VC is considered to be a 

type of investment for companies, consisting of a 

permutation of a capital amount by a certain 

percentage of the new company in question (Sahlman, 

1990).  

VC is usually carried out by funds composed of 

public or private individuals/institutions that use VC as 

an investment method. With this capital, the VC 

companies become intermediary financial institutions 

that invest the value of the fund in companies, with the 

objective of creating a portfolio that seeks the 

generation of returns to the fund shareholders. 

The life cycle of a venture capital company 

represents the process or the various stages by which 

the manager of the venture capital company has to 

pass so that the company can perform its function. 

According to authors such as Tyebjee and Bruno 

(1984) and Gorman and Sahlman (1989) there are 5 

main phases in the VC lyfecycle: 1) Company 

establishment; 2) Opportunity search; 3) Investment 

decision; 4) Business Development; 5) Exit. 
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 1) Company establishment: The life cycle of VC is 

initiated with the establishment of the VC company 

which, depending on the structure chosen, can be done 

in different ways (e.g. Private, captive or public), with 

private companies being the most common. According 

to the European VC Association (2015), the 

contributions of funds to these firms in Europe were 

obtained according to the following distribution: (i) 31% 

government agencies; (ii) 23% funds of funds; (iii) 14% 

corporate investors; (iv) 12% family offices and private 

investors; (v) 11% North American institutional 

investors. 

VC can be distinguished, using the most common 

terms, by VC or Private Equity, and these are 

distinguished by various authors as types of financing 

for different stages of companies. As previously 

mentioned, VC is dedicated to young companies with 

high growth potential, with Private Equity covering 

companies in more advanced stages (Sahlman, 1990; 

Gompers and Lerner, 2001). 

 2) Opportunity search: In his work, Sweeting (1981) 

presents two possible approaches, regarding the 

discovery of opportunities by VC firms: a proactive and 

a reactive one. The first approach consists in the 

proactive search by the managers of potential new 

companies to invest, through the presence in fairs or in 

events or entrepreneurial environments. On the other 

hand, the reactive approach implies that the manager 

waits for the proposals to arrive, for example through 

business plans developed by entrepreneurs. 

In an analysis of VC firms, Tyebjee and Bruno (1984) 

found that the behavior of VC firms is mostly reactive, 

waiting for proposals to be presented to them. Similarly, 

Sweeting (1981) observed that most businesses were 

referenced by third parties and did not look for new 

investments in a proactive way.  

3) Investment decision: The investment decision can 

be divided into 4 phases, namely: (i) Investment 

evaluation, (ii) Valuation, (iii) Contractualisation and (iv) 

Financial structuring (Isaksson, 2006). 

(i) Studies have shown that for each project that a 

manager accepts as a potential investment, many 

others are rejected, according to a screening process. 

The investment appraisal phase is an important and 

time-consuming activity when considered to include a 

full review of the due diligence. Tyebjee and Bruno, 

(1984) observed that a VC manager can spend about 

50% of his time in the screening and due diligence 

process. 

(ii) In general, a process of valuation goes through 

four steps, namely (Damodaran, 2002): Valuation of 

sales and future profit; Forecasting the company's 

future value based on market experience or 

acquisitions; Identify the desired shareholder 

percentage; Negotiating the valuation; 

 (iii) VC firms play a unique role in the market, as 

external investors have the ability to judge the risk of 

projects, control the risks they incur and add value to 

the companies they choose(Barney et al., 1994). 

(iv) The ultimate goal of a VC investment is to 

transfer capital and knowledge to the new venture. 

While the skills transmission part is developed in the 

business development stage, capital transmission is 

seen as the last stage for the investment decision. 

(Sahlman, 1990). 

4) Business Development: The role of a VC investor 

does not end with the investment of capital. In general, 

VC companies seek an active participation in the 

development of their portfolio enterprises, by, for 

example, integrating the board of directors or contacts’ 

sharing and networking. In particular, with this active 

participation, VC managers have the opportunity to 

share resources and competences with the new 

venture they invested in. It is important to note that this 

support depends on the investor's strategy, as well as 

the investment phase. (Cornelius and Naqi, 2002). 

5) Exit: The exit mechanisms for VC are mainly 

based on the following 5 processes (MacIntosh and 

Cumming, 2003): (i) Initial Public Offering (IPO): The 

shares of the company are made available in a public 

sale, in an established market; (ii) Acquisition: The new 

company is acquired as a whole by another firm; (iii) 

Secondary Sale: The VC company sells its share of the 

stock; (iv) Repurchase of shares: The entrepreneur or 

the management of the company buys shares of the 

firm from investors; (v) Restructuring, liquidation or 

bankruptcy: In the event of a project failure, the VC firm 

either restructures or closes the company.  

Briefly, in an IPO, the company's shares are sold to 

any public entity for the first time. However, typically the 

VC company does not sell its shares in a public market 

on the date of the initial offer but may make securities 

available for months or years after the offer, among 

other alternatives depending on the structuring of both 

the VC company and that of the investee. According to 

MacIntosh and Cumming, (2003) IPOs are the 

preferred exit mechanism for investors. 

As far as an acquisition is concerned, this type of exit 

consists on the sale of all shares of the investee to third 

parties. This type of mechanism is developed through 

the exchange of the company's shares for money, 

shares of the purchasing entity or other assets, and 

these entities are, in general, large and established 

companies that seek to acquire the inherent technology 
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of the purchased company. (MacIntosh and Cumming, 

2003). 

A secondary sale consists in the exit through the 

sale of the shares held only by the fund, thus differing 

from the last mentioned method. In general, this sale is 

made to financial institutions or another VC venture 

(MacIntosh and Cumming, 2003; Cumming, 2006). 

The share repurchase is carried out with the 

entrepreneur or the company's management buying the 

shares back from the VC company. This purchase 

usually involves large amounts of capital, and therefore 

the request for a loan, and thus a buy-back or leverage 

buy out or management buy out. (MacIntosh and 

Cumming, 2003). 

Finally, rebuilding or write-off is the worst case 

scenario and occurs when the VC firm tries to minimize 

the losses on the investment. This is by initiating 

bankruptcy or write-offs, or, alternatively, attempting to 

restructure the company, with the management of the 

company being assumed by the VC company and, in 

most cases, replacing the management team with a 

new one in the hope of recovering all or part of the 

investment at a later stage (Ruhnka and Young, 1987). 

2.4. Relevant startup performance factors 

Motivated by the need to measure the performance 

of a startup and investigate the factors that are more 

relevant for its good performance, several studies have 

been developed seeking, through various criteria, the 

characterization of the performance of a new company. 

The first studies were mainly focused on the 

assumption that the performance of a company is a 

consequence of the characteristics of the entrepreneur, 

mainly its biographical characteristics and 

psychological profile. (Sandberg and Hofer, 1987). 

Gartner (1985), was the first to create a structure that 

incorporates several factors relevant to the description 

of new companies. 

Macmillan, Siegel and Narasimha (1985) carried out 

a study with the goal of defining the criteria used by VC 

firms to evaluate new companies. Through various 

interviews with industry experts, they identified the 

product, market, the financial and entrepreneurial 

situation as relevant factors. However, this research 

motivated and served as a basis for the work of 

Macmillan, Zemann and Subbanarasimha (1987), in 

which it was tried to identify which factors differentiate 

successful and unsuccessful companies, identifiyng 4 

dimensions as relevant to the performance of a 

company: characteristics of the product or service; 

characteristics of the market; characteristics of financial 

forecasts. 

Sandberg and Hofer (1987) used the work of 

Macmillan, Siegel and Narasimha (1985) as a starting 

point for their performance model of a new company. 

Their proposed model consists of: 1) characteristics of 

the entrepreneur, 2) industry structure, 3) business 

strategy. The authors went further than what had been 

verified up to the date and defined, within the three 

main dimensions, specific variables that can be 

measured quantitatively or qualitatively about the 

company, in an attempt to test their model as well. 

Teal and Hofer (2003) based their research on the 

performance model developed by Sandberg and Hofer 

(1987), namely, on the conclusions of the nuclear 

study, which verified the relevance of the structure of 

the industry and the business strategy for the 

performance of the new companies. However, as 

previously described, the same model failed to verify 

the same relationship in the dimension of the 

entrepreneur. Considering the analysis made, the 

authors defined as relevant dimensions for their 

performance evaluation model of a company the 

business strategy, industry structure and founding 

team. 

Song et al. (2008) is based mainly on the studies of 

Gartner (1985) and Chrisman, Bauerschmidt and Hofer 

(1998) in order to define the model of analysis of 

success factors in new companies. In this study, the 

market and opportunity, the entrepreneurial team and 

the resources were considered as the main variables, 

having considered, within these three dimensions, 24 

secondary variables for the characterization of a 

significant sample of new technology-based companies 

resulting from 31 studies. This study pioneered its 

systematic and quantitative approach to assessing 

success factors in technology-based companies, based 

on a meta-analysis based on Pearson Correlations, a 

statistical technique used to analyse data from 

previously developed studies on the topic in question. 

Regarding the present paper, the homogeneous 

significant factors were highlighted, since they are the 

criteria that is related to the performance of a new 

technology-based company. In the context of the 24 

variables analysed by Song et al. (2008), 8 are 

considered homogeneous significant factors, within 

which one factor belongs to the market and opportunity 

dimension, five to resources, and two to the 

entrepreneurial team. 
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3. Methodology 

Parallel to scientific and statistical research, the 

method used in this study was semi-structured 

interviews. Thus, inductive logic is developed based on 

observations of reality and general conclusions, which 

are induced from individual observations (Collis and 

Hussey, 2009). 

The structuring of the interviews started with an 

analysis of literature. To evaluate the performance of a 

startup, the more relevant dimensions and variables 

presented in the literature were reviewed, namely from 

the studies of Macmillan, Zemann and 

Subbanarasimha, (1987); Sandberg and Hofer, (1987); 

Kakati, (2003); Teal and Hofer, (2003); Chorev and 

Anderson, (2006); Vanderbyl and Kobelak, (2007); 

Song et al., (2008); Lee and Nowell, (2015). From the 8 

studies identified, the more relevant dimensions were 

selected, being: (i) entrepreneurial team; (ii) product; 

(iii) industry; (iv) resources; (v) entrepreneur; (vi) 

business strategy.Having established the theoretical 

basis for the interview, they were split into two main 

parts, being the first "Which are the technology-based 

companies in your portfolio that you consider to be 

successful?" And "Why?". This question tries to explore 

which new technology-based companies the VC 

interviewees consider successful and why, seeking to 

define the factors that “experts” consider relevant to the 

company’s success. This was done in an open manner 

to avoid placing restrictions or influencing answers. The 

second part consisted, mainly, of the question "In your 

opinion, what dimension do you consider most relevant 

to the success of a new technology-based company? 

For example, entrepreneurial team, product, industry, 

business strategy, resources”. This question is 

intended so that the interviewees, with the  minimum 

possible external intervention, can carry out a 

classification and justification of the three dimensions 

that they consider to be the main ones for the success 

of a startup, 

3.1. Selection of venture capital companies  

Recorring to four VC listings, namely Comissão do 

Mercado de Valores Mobiliários (CMVM), Associação 

Portuguesa de Capital de Risco (APCRI), Federação 

Nacional de Associações de Business Angels 

(FNABA), and PME Investimentos, a total of 77 VC 

companies and business angels were identified from 

the abovementioned sources, excluding duplicates. 

With this in mind, an individual investigation was 

carried out on each identified entity using information 

available on the Internet, ending up with a list of all the 

funds and companies in their portfolio, with a result of 

35 funds, 426 companies with duplicates and 373 

without, being found that 45 new companies were 

financed by more than one investor (VC or business 

angel). 

Finally, a characterization of these 373 companies 

was carried out according to the following 9 types of 

information: (i) Industry; (ii) Description of the activity 

(iii) State in the fund (active, inactive, sold); (iv) 

Participation (%); (v) Sale value (if applicable); (vi) Year 

of creation; (vii) Investment year; (viii) Year of 

disinvestment; (ix) Revenue. In this context, it should 

be noted that this information has been completed as 

available from public sources. 

Consequently, as regards the choice of relevant VC 

companies to the work under consideration, an analysis 

was made for 77 VC companies and business angels, 

excluding those that did not meet the requirements 

imposed.  

The exclusion conditions of the companies was based 

on the following points: (i) Be a Sociedade de Capital 

de Risco (SCR); (ii) Be a Sociedade de Capital de 

Risco investing in early stages of new businesses; (iii) 

Have a portfolio constituted of new technology-based 

companies; (iv) Have a portfolio with a number of 

companies equal to or higher than 3. 

The criteria presented aim to restrict the sample to 

VC firms that invest in new technology-based 

companies, specifically in the initial stages and that are 

of considerable size when included in the VC 

landscape in Portugal. When the abovementioned 

requirements were applied, the sample was reduced to 

11 VC companies, and it was only possible to interview 

7 of them. 

3.2. Interview analysis 

The interviews were made up of two blocks, the first 

one to collect the new technology-based companies 

that the RCs consider to be successful, out of their 

portfolio, and why they are considered successful. The 

second seeks to explore which factors/dimensions that 

have been or are most relevant to achieving this 

success. 

With the use of MAXQDA 12 to analyse the 

interviews and to extract information from them, a 

sample of 18 companies was collected in the first part, 

two of which present repetitions between interviews, 

giving a total of 16 different companies. Duplications 

were accounted for since they were provided by 

different interviewees without knowledge of the firms in 

the study, so removing them from the sample would 

jeopardize the analyses performed on duplicate 

interviews. 
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4. Venture capital in Europe 

This chapter presents a characterization of the VC in 

Europe and specifically in several European Union 

countries, aiming at contextualizing the state and 

evolution of the VC industry and its market when 

compared with Portugal. The choice of geographies 

analysed is aimed at establishing a basis to compare 

other countries’ VC sectors with that of Portugal.  By 

analysing groups of similar countries the present study 

provides an insight into the most influent regions of the 

European VC and its main similarities and differences 

as compared to Portugal. 

For this purpose, 3 groups of countries were 

selected based on specific characteristics, namely: (i) 

Group of Geographies 1 (GG1), composed of the most 

important geographies in the European economy (ii) 

Group of Geographies 2 (GG2) consisting of countries 

with an economy similar to that of Portugal, in particular 

with a GDP lower than or greater than that of Portugal 

by no more than 50 billion euros; and (iii) Group of 

Geographies 3 (GG3), of countries with an amount 

invested by VC companies similar to the Portuguese 

equivalent in 2015, more specifically the two countries 

with closer higher and lower values. Thus, the groups 

are composed as follows: (i) GG1: Germany, France, 

United Kingdom; (ii) GG2: Finland, Greece, Czech 

Republic; (iii) GG3: Belgium, Spain, Ireland, Norway. 

In this regard, it should be noted that the analysis is 

based on secondary sources of information available 

on the internet. Quantitative analyses being based 

mostly on the database available from Invest Europe 

(IE), previously called the European VC Association 

(EVCA)(European VC Association, 2015). IE is the 

leading association representing the private equity and 

VC sectors in Europe. The database was made 

available on the basis of data provided by two parties: 

PEREP_Analytics and the representative associations 

of the various countries present in the study - in the 

case of Portugal, the APCRI.  

In order to analyse the performance of VC in Europe, 

it is then necessary to look at the part of the exit cycle, 

which corresponds to the stage where the performance 

of the investments, and then the funds themselves, can 

be evaluated. 

The European Investment Fund (EIF) developed a 

study based on the exit values of 2,065 investments 

from VC companies financed by its fund of funds 

between 1996 and 2015. From this data, the exits were 

divided into 5 classes (<0.25; 0.25 at cost, cost up to 

multiple of 5, multiple> 5), which represent the multiple 

by which the company performed the exit, the MoC, 

Multiple on Cost. This metric is used as a returns 

calculation method, similar to the Internal Rate of 

Return (IRR). However, unlike the IRR, it does not 

include capital value over time in its calculations, being 

the main advantage its computational simplicity. (está 

gigante, melhor?) Defining t0 = 0 as the vintage quarter 

and Ti as the investment exit quarter with i = 1, ..., 

3529. The MoC represents the investment i in quarter t 

∈ {t0, ..., T}, as shown below: 

 

𝑀𝑜𝐶𝑖,𝑡 =
𝑣𝑎𝑙𝑢𝑎𝑡𝑖𝑜𝑛𝑖,𝑡 + 𝑐𝑢𝑚𝑢𝑙𝑎𝑡𝑒𝑑 𝑝𝑟𝑜𝑐𝑒𝑒𝑑𝑠𝑖,𝑡

𝑡𝑜𝑡𝑎𝑙 𝑖𝑛𝑣𝑒𝑠𝑡𝑒𝑑 𝑎𝑚𝑜𝑢𝑡𝑖,𝑡

 

 

Equation 1: Multiple on Cost calculation (Prencipe, 

2017) 

where total invested amount is the overall cost of the 

investment and cumulated proceeds is the total amount 

of cash made from sale or liquidation at quarter t. The 

term valuation is the end-of-quarter valuation of the 

start-up shares held by the VC firms (Prencipe, 2017). 

Regarding the European Investment Fund, and as 

shown in Figure 1, from Prencipe (2017), profitable 

sales showed a very positive trend between the years 

of 2010 and 2014. Indeed, despite an increase in non-

profitable sales in certain years and its bigger value, 

the main variation is related to a considerable decrease 

in write-offs in the period from 2010 to 2013. In this 

way, and in general, it can be said that VC in Europe 

has been showing positive signs, by increasing 

profitable exits  and reducing the number of 

investments with the total loss of capital invested. 

 

 

Figure 1: Exit trends of EIF-backed VC investments 

by exit type (Prencipe, 2017) 

 

In the context of the distribution of investment by 

sector of activity, in Europe, the sector with the greatest 
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investment is information and communication 

technologies (ICT), with 44% of the total, followed by 

biotechnology and health, with 27%, and that of goods 

and services, with 9%. In the United States, software 

accounts for 48% of total investment, followed by 

"others" with 10%, pharmaceuticals and biotechnology 

with 8%, and health (devices, systems, services, 

products) accounting for 7%. There is, therefore, a 

great weight of ICT in the European VC landscape, with 

almost 50% of the total investment being directed at 

this sector, observing a similar scenario in the United 

States. However, for the biotechnology and health 

sector, although in both geographies the investment 

percentage is quite high, in Europe, this sector 

representes 10 more percentage points (European VC 

Association, 2016; NVCA, 2017). 

5. Venture capital in Portugal  

Given the size of the Portuguese economy, the 

outlook for its VC industry shows good investment 

metrics at a macro level. However, these metrics and 

comparisons are not enough to characterize the state 

of the industry as to its success, especially since the 

2015 exits demonstrate an industry in difficulty to 

monetize investments. Given the lack of studies and 

detailed information derived from the opacity of the 

industry, this paper intends to analyse the state of VC 

in Portugal at a more granular level, not only as an 

industry and what is understood as success, but also 

what are the reasons for the success of a new 

company, in the point of view of investors starting new 

companies. 

First of all, there is a need to differentiate  inputs and 

outputs: (i) inputs represent all investment indicators, 

characterized in this work by the following question: 

“what is the investimet that the VC in Portugal is 

making and what factors is it valuing in new 

companies?”; (ii) outputs represent all the metrics 

related to the profitability of the sector and, as a 

consequence of the inputs, these can be presented 

through questions such as: “what is Portugal 

withdrawing from the investments made?” 

5.1. Interview analysis  

Having established the basis of the state of VC at an 

European level, in particular for model and similar 

geographies in GDP as well as with a similar VC 

industry size, we start with an analysis of the 

interviews. Unlike the macro analysis to these regions’ 

VC industry, the interviews are aimed at exploring the 

VC in Portugal at a micro level, namely by aking 

interviewees two main topics about the new companies 

of their portfolio that they consider to be successful: (i) 

what is their criteria of choice; (ii) what are the 

determining factors for this success.   

Addressing the results observed, regarding the 

reasons for the company to be considered successful, 

four main types of response were obtained, these 

being: (i) National or International fundraising (7 

occurrences); (ii) High growth (4 occurrences); (iii) 

Company in process of sale (3 occurrences); (iv) 

Company sold (3 occurrences). 

Looking now at the second major interview part, in 

relation to the deimensions that areconsider most 

relevant to the success of a new technology-based 

company, which aims to increase the granularity of VC 

analysis in Portugal and to compare the results 

observed in the interviews with the factors previously 

identified. In particular, in order to complement the 

analysis to the veture capital landscape in Portugal and 

to assess to what extent the factors considered by 

industry to be more important are aligned with what is 

theoretically verified. 

In this sense, as a result of the interviews conducted, 

with regards to the scope of digital-based companies, 

VC managers considered the "Entrepreneurial Team" 

as the most important dimension for the success of a 

new company. 4 of the 6 interviewees considered the 

team as the most important factor, and the 2 remaining 

considered the team in second place. As for the second 

and third most relevant factors, it is possible to observe 

that the product and the industry are very close, with 

the dispersion of the frequencies for levels 1, 2 and 3 to 

be (1, 2, 1) and (1, 1 , 2) for the "Product" and 

"Industry" respectively. Having said this, it can be seen 

that, even if marginally, the product is more relevant 

than the industry.  

5.2. Discussion 

In order to study the VC landscape in Portugal and 

what economical conditions that it is under, it is 

necessary to look, in first instance, at the inputs, 

investment metrics to other geographies and, in 

particular, what is the definition of success and what 

factors are necessary for it to be achieved, in the face 

of what is generally defined as success in industry. 

In this context, the VC sector in Portugal presents a 

set of positive metrics. Firstly, the total investment by 

the Portuguese VC industry has shown an average 

annual growth of 55% between 2011 and 2015, and, in 

particular in 2015, this value compares with that of 

European countries with higher GDP and GDP per 

capita, such as Spain, Belgium, Norway, Finland and 

Ireland, which translates into a higher weight of the 

sector for the economy. 
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On the other hand, with regards to the VC market, 

new companies in Portugal also show good levels of 

investment, with a growth of 59% for the period from 

2011 to 2015 and of geographies with greater 

economies. In this context, in particular for the year 

2015, the total investment by the VC was higher than 

the one that the new companies managed to raise.  

Given the good metrics presented, this paper aims to 

look at the outputs, namely, what are VC companies 

withdrawing from the investments made and if the 

investment is effectively translating into positive results 

for the industry. Like any type of business, in the end, 

the ultimate goal is always to generate profit, which for 

VC companies is tied to their performance,  in particular 

return to investors in the fund. 

The performance of a VC company and therefore its 

fund(s) is generally defined on the basis of relatively 

well-established metrics such as Internal Rate of 

Return (IRR), Modified Internal Rate of Return (MIRR), 

Multiples of Invested Capital and Public Market 

Equivalent (PME), which aim to calculate the return the 

individual or collective entities that placed capital in it, 

so the higher the indicators calculated in methods such 

as IRR, the better the fund performance in general. 

As mentioned above, the main objective of a 

company is to make a profit, and the VC industry is no 

exception, with the main method of investors achieving 

this objective to be embodied in the sale of previously 

acquired shares. Thus, the results observed in the 

interviews demonstrated a focus on 

"National/International fundraising" and "high growth" 

that, to a certain extent, contrary to the predominance 

one would expect from responses such as "sale of the 

company" or the like. Since, in a context of success 

stories, these should represent situations in which the 

sale of the shares obtained positive results and, 

therefore, cases in which the sale was carried out for 

amounts higher than those that were invested and so 

having better performance metrics. Ideally the 

responses from the interviewees should have been  

“we got a way out of the x-company by a high x 

multiple”. Instead, they were observed to be:  "(...) are 

three companies that have achieved a very important 

goal, which is the target investment of reference 

investors, American first tier investors, so it was not 

normal in the past for this type of company to have 

American funds that came to invest in companies 

based in Portugal. ", "Company in the process of 

selling" or "(...) one of them is in a"Company in the 

process of being sold", "Company in the process of 

being sold" or "(...) one of them is in a sale process 

already quite advanced and therefore will be an 

important exit, the other is also in advanced talks with 

large companies, we are the ones who are close to 

giving concrete results.". 

Exits and their performance are dependent on 

strategies and decisions made on the basis of 

economic conditions, sometimes different from those 

observed at the time of exit since the time-space 

between investment and exits is between 3/4 years and 

10 years.  

On the other hand, technological progress 

increasingly accelerates, which can also be driven by 

VC. With its dynamization, many investments can be 

highly volatile in their success, since most of these 

technologies are not proven. Technological 

development with success or not has a great 

repercussion in the growth of the company and, 

therefore, in the type of exit that the VC company 

manages to obtain. 

As far as Portugal is concerned, in the responses 

observed by the interviews, what was expected of a 

successful case for a VC company was not verified. 

The descriptions presented by VC managers are 

generally focused on what can be considered, using a 

previously addressed framework, as a phase of their 

business development lifecycle (Tyebjee e Bruno, 

1984; Gorman e Sahlman, 1989), i.e., in a stage where 

VC companies seek to foster the development of the 

companies in their portfolio and, therefore, to increase 

the value of the new company and its participation in it. 

This observation has repercurssions in what can be 

considered the maturity of the VC sector in Portugal. In 

general, it is possible to verify that the portuguese VC 

industry has not reached its maturity, in which its focus 

would be the execution of profitable exits and, 

therefore, in the investor return. In addition, it is 

necessary to point out that this point was also 

mentioned by one interviewee "the sector still does not 

have great maturity". 

Despite the fact that, in general, financial success is 

not the immediate focus of VC in Portugal, fundraising 

and rapid growth of companies do not indicate a poor 

VC state. The fundraising and the high growth of a 

company create value for the VC company since it 

ideally increases the value of the company and 

therefore the value of the holding held by the VC 

company, which allows higher than those that were 

invested. 

Based on the results and analysis carried out in the 

second part of the interview, it was found that the 

factors for the success of a new company are generally 

in line with those that are present in theoretical studies, 

namely the capacity of execution of the team or the 

existence of a competitive and market-based product.  
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In light of the above, it is demonstrated that the 

inputs of the VC industry are positive, with high 

investment values and growth, and are also  looking at 

the criteria relevant to the success of a new company 

and, therefore, to its success (inputs).  

However, regarding the outputs, as shown, the focus 

of the Portuguese VC is not yet linked to the sale of its 

holdings, the write-off values are significant when 

compared to model regions and the sales that have 

been made don’t show evidence of being positive exits, 

namely with the execution of IPOs. According to the 

abovementioned, a lack of maturity in the Portuguese 

VC industry can be observed.  

6. Final conclusions and future work 

This study presents a VC performance analysis by 

first looking at the characteristics and performance of 

new companies considered to be successful by the 

Portuguese VC companies themselves and belonging 

to their portfolios. Based on this observation, and taking 

into account the well-known and well-defined criteria for 

evaluating the success of companies financed by 

international VC, essentially return on investment, a 

comparative analysis was developed. This analysis 

tries to evaluate the state and level of VC performance 

in Portugal when compared to other regions of Europe, 

as well as what is established as success in theoretical 

models.  

One of the main metrics associated with the inputs is 

the total investement made by VC companies in 

Portugal. Despite being lower than the values 

presented in 2007 and 2008, from 2011 to 2015 an 

average annual growth of 55% has been shown, 

representing a considerable gorwth of the industry. This 

makes Portugal the sixth member of the EU with the 

highest percentage of investment from VC, in 

investment per percentage of GDP.  

On the other hand, the new business ecosystem also 

shows positive capital values, achieving a total of 58 

million euros in 2015 and, similarly to the investment in 

the period 2011 to 2015, the capital raised had an 

average growth of 59%. 

In this context, looking at the outputs, in particular 

what is actually being withdrawn from the investments 

made, it has been found that the examples presented 

by VC firms as success stories, for the most part, are 

not aligned with what is expected. In theory, an industry 

of this type in its mature and developed state should be 

focused on obtaining the greatest possible return for 

the stakeholders involved. The replies observed in the 

interviews generally focus on the development of the 

new company, through new investment fundraising 

rounds or high growth. However, this may not be a bad 

thing in the long term, since it allows the VC company 

to leverage the value of the company and, therefore, 

the value of the stake that VC companies hold. 

Although, as mentioned and despite the good inputs 

analysed, VC firms are still not showing returns and, 

therefore, cases where success is generally based on 

profitable exits, which is negative considering that the 

cases under analysis are the best examples of the VC 

firms interviewed. 

In terms of contributions, this work presents several 

contributions to the most varied actors involved in the 

theme. Starting with the consideration of VC 

companies, these companies will have a 

characterization of the various new companies owned 

by the leading VC firms in Portugal considered to be 

"successful" already. Likewise, a comparison and 

analysis of Portuguese VC is established with regard to 

other regions, which will provide a starting point for 

future investigations, namely in the scope of the factors 

that may be the basis of a successful investment, 

technology-based companies will benefit from this 

same characterization and comparison, but from an 

internal comparison point of view. 

The development of this study initiates a series of 

questions, such as, “Are there enough new ventures?”, 

“Their innovation or technology is not at level the of 

international companies?”, or “Not attractive enough to 

VC firms?”,that can be raised by researchers of the 

area of the performance of Portuguese VC companies 

and of several ways of evaluating it, considering further 

studies on the variables of characterization, based on 

the results presented in this work. Therefore, there is a 

need to carry out analyses of VC in Portugal as a whole 

and in relation to reference geographies, namely to 

further discuss its behaviour and what can be 

improved. Additionally, with this work being developed 

based on the perspective of VC firms, future studies 

may focus on the prospect of new firms, in order to gain 

a more general view of the industry and avoid research 

biases. 
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