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Exploring Gender Disparity
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David A. Blum, DBA, Northcentral University, USA

ABSTRACT

Female partners and directors are underrepresented in the U.S. venture capital industry.
Approximately 10% of independent venture capitalists are female. This gender disparity can have
a negative affect on entrepreneurism and economic activity. The result of having few women
partners and directors in venture capital is male entrepreneurs often do not market and or
produce products sensitive to female needs in the marketplace. The gender disparity is caused in
part by limited mentoring opportunities, few female role models, lack of executive management
experience, and female exclusion from primary niche networks. Two gaps in literature are
addressed in this paper. First, an exploration of the factors contributing to gender disparity
among directors and partners at independent venture capital firms in the United States. Second,
this paper contributes to the dearth of the underexplored phenomenon. The research question
guiding this study was what are the factors for the gender disparity among directors and partners
at independent venture capital firms in the United States. This paper provides IVC directors and
managers with the four factors contributing to the underrepresentation of females in venture
capital. This paper also provides implications of not having greater female participation, and
recommendations to hire qualified female partners and directors at independent venture capital
firms in the United States.
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INTRODUCTION

CZ/ pproximately 10% of independent venture capitalists (IVC) directors and partners in the United
L/j States are female (Brush, Carter, Gatewood, Greene, & Hart, 2004; Gatewood, Brush, Carter,

Greene, & Hart, 2009; Lietz, 2012; Merino, 2013). The phenomenon is not new. Women
representation in the early 1990s was at approximately 11% (Gatewood et al., 2009). Scant reasons exist in the
extant literature addressing the underexplored phenomenon. To address gender disparity in the IVC industry, I
conducted a study in July and August 2014 interviewing 20 partners and directors in the United States. The research
question guiding the study was what are the factors for gender disparity among directors and partners at independent
venture capital firms in the United States. This paper provides an overview of the IVC industry, gender disparity,
and women in venture capital. I outlined the study parameters, factors contributing to gender disparity, implications,
and recommendations to industry.

LITERATURE REVIEW
Venture Capital Overview
IVCs invest in nascent market scalable, high growth, high-risk technology-based firms. IVCs stimulate
innovation, job creation, technology improvements, enhancement of international competitiveness, and economic
growth (Li & Zahra, 2012). IVC firms provide equity funding, impart advice and expertise to portfolio firms, and

create opportunities for high return on investment for investors (Jackson, Bates, & Bradford, 2012; Olsson,
Frydenberg, Jakobsen, & Jessen, 2010; Schertler & Tykvova, 2011; Zhang, Aksu, & Wang, 2012).
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IVCs locate investment opportunities from established network contacts, evaluate business plans, negotiate
valuation and terms of investment, offer strategic advice, and exit from the portfolio firm with anticipated high
returns on investment (Blum 2014; Dotzler, 2001). Once the IVC has decided to work and fund a portfolio firm after
conducting more than 50 hours of due diligence; the IVC continues to spend approximately 10 hours per month on
coaching and advising management, approximately six hours per month recruiting key personnel, and approximately
six hours per month securing additional financing (Smart, Payne, & Yuzaki, 2000).

Venture capital firms are usually under 10 people, are male dominated and invest in portfolio firms within
specific geographical areas and technologies, and are very difficult for the typical entrepreneur to access (Brush et
al., 2004; Gatewood et al., 2009). IVCs tend to enter the industry upon urging from friends and mentors (Smart et
al., 2000). Individuals with entrepreneurial, technical, and finance backgrounds tend to be attracted to venture
capital (Smart et al., 2000). Being hired by a venture capital firm often requires having personal contacts usually
through formal and informal networks (Smart et al., 2000). IVCs generally work in the industry for financial
enhancement and in building new organizations (Smart et al., 2000).

Individuals come to venture capital from different career tracks such as apprentice, seasoned executives,
and retired high net worth individuals. The apprentice comes directly from graduate and or technical schools such as
Stanford, Harvard, Caltech, MIT, or Wharton after earning degrees in economics or finance (Brush et al., 2004). The
apprentice’s entry into venture capital is usually as an analyst or principal. Venture capital firms hire seasoned
management executives from operational areas such as marketing, sales, or technology. Executives working in
operations enter venture capital after many years in industry. Often these former executives bestow their knowledge,
experiences, and skills in helping entrepreneurs contribute to the economy. The retired group is individuals over the
age of 40 who held senior leadership positions and became wealthy from a successful exit. Often the retired group
received venture capital funding to start their businesses. The retired group enters the venture capital industry to
fund firms to attain high return on investment and to assist nascent entrepreneurs.

IVCs must possess soft and hard skills. Relevant soft skills encompass recruiting talent, listening,
qualitative analysis, and providing mentorship, advice, and coaching (Smart et al., 2000). Hard skills are technical
evaluations and analytical and financial data analysis (Smart et al., 2000). Successful IVCs often have the viewpoint
of a CEO. Soft and hard skills are not within the domain of a particular gender.

Gender Disparity in Venture Capital

Fiske, Cuddy, Glick, and Xu (2002) and Spence and Buckner (2000) indicated cultural beliefs in the U.S.
attributed men as being more competent than women in business transactions and personal interactions. Research on
gender disparity has focused on professional individuals in wide ranging domains such as the legal industry,
technology, venture capital, life sciences, B2C, and Fortune 500 boards to name a few (Brush, et al., 2004; Ding,
Murray, & Stuart, 2013; Fernandez-Mateo & King, 2011; Gorman & Kmec, 2009; Skaggs, Stainback & Duncan,
2012). Gender stereotypes and beliefs in venture capital affect equality, bias, and interpersonal relationships (Brush
et al., 2004; Ridgeway & Correll, 2004). Women have been traditionally underrepresented compared to men in
science, technology, engineering, and mathematics (STEM) fields, and related start-ups, which are fertile ground for
IVC development (Baron & Markman, 2000). The male dominated venture capital industry values good ideas where
investment decisions are more or less perceived to be gender-blind (Brush et al., 2004).

Pre-existing networking relationships provide connection between venture capitalists and entrepreneurs
(Brush et al., 2004). Lacking links to venture capitalists, women entrepreneurs have lower probabilities of obtaining
venture financing (Brush et al., 2004). Brush et al. posited women believe their networks include both genders.
However, men stated they have no women in their networks (Brush et al., 2004). The consequence is women
entrepreneurs sometimes believe they have robust connections to the IVC industry, when in reality relevant
relationships do not exist (Brush et al., 2004).

IVCs generally work with a set of criteria sometimes known as a mental model used as a template when
considering a business idea (Nelson, Maxfield, & Kolb, 2009). The mental model template is developed over time
formed by the IVCs experience, education, networks, known industry preferences, and behavioral patterns (Nelson
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et al., 2009). The mental model is constructed from a hierarchy of order along lines of gender, including notions of
venture potential and success in addition to masculine/man and feminine/woman attributes (Nelson et al., 2009).
Social business interactions are key to establishing credibility and legitimacy in the IVC industry (Nelson et al.,
2009). Table 1 provides a breakdown of gender disparity at leading U.S. based venture capital firms.

Table 1. Leading U.S. based Venture Capital Firms Men and Women Disparity

Venture Capital Firm Men Women % Women
Accel 25 1 4%
Advantage Capital Partners 22 1 4%
Alta 4 1 20%
Altos 3 0 0%
Andreessen Horowitz 15 5 25%
Arborview 5 0 0%
Arch Ventures 17 1 5%
Argentum 4 0 0%
Atlas Ventures 11 0 0%
Austin 11 0 0%
Azure Capital Partners 8 0 0%
Bain Capital Ventures 17 0 0%
Battery Ventures 7 1 13%
Bessemer 25 0 0%
Blue Vine 5 0 0%
Bluerun Ventures 3 1 33%
Boston Seed Capital 3 0 0%
Braemar 4 1 20%
Brook Venture Partners 4 0 0%
Canaan 8 2 20%
Cava Capital 2 1 33%
Center for Innovative Technology 5 0 0%
Charles River Ventures 8 1 11%
Chicago Ventures 3 0 0%
Column Group 10 0 0%
Connecticut Innovations 2 0 0%
Correlation 3 0 0%
Crescendo Ventures 4 0 0%
Crosslink Capital 8 0 0%
CrunchFund 2 0 0%
Data Collective 4 0 0%
DCM 9 0 0%
DeNovo Ventures 5 0 0%
DFJ 15 3 17%
e.ventures 4 0 0%
Edison Ventures 10 1 9%
Elm Street 2 0 0%
Fairview Capital 5 1 17%
Felicis Ventures Mgmt Co 2 1 33%
Fenox VC 4 0 0%
FF Venture Capital 4 0 0%
First Round Capital 6 1 14%
Firstmark capital 15 0 0%
Floodgate Fund 1 2 66%
Fomative Ventures 3 0 0%
Foundation Capital 13 0 0%
Founder Collective 6 1 14%
Foundry Group 4 0 0%
FundersClub 2 0 0%
General Catalyst 25 0 0%
Great Oaks Venture Capital 3 0 0%
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(Table 1 continued)

Venture Capital Firm Men Women % Women
Greycroft Partners 6 1 14%
Greylock 16 0 0%
Healthbox 1 9 90%
Highland Capital Partners 12 0 0%
Hummer-Winblad V.P. 3 1 25%
IDG Ventures 3 0 0%
Ignition Partners 4 0 0%
Index Ventures 5 0 0%
Industry Ventures 6 0 0%
Institutional Venture Partners 7 0 0%
Interwest Partners 9 1 10%
Kapor Capital 2 1 33%
Kearney Venture Partners 4 0 0%
Khosla 10 2 20%
Kima Ventures 2 0 0%
Kleiner Perkins Caufield & Byers 25 6 19%
Launch Capital 2 0 0%
Lerer Ventures 4 0 0%
Levensohn Venture Partners 2 0 0%
Lightbank 3 1 25%
Lightspeed 10 0 0%
Madrona Venture Group 9 0 0%
Matrix Partners 10 0 0%
Maveron 6 0 0%
Mayfield 5 1 17%
MDV 7 2 22%
MESA 7 1 13%
New Enterprise Associates 32 4 11%
New Leaf Partners 5 2 29%
Nexit Ventures 5 0 0%
Next World Capital 5 0 0%
Norwest Venture Partners 15 3 17%
Nth Power 2 1 33%
O’Reilly AlphaTech Ventures 2 0 0%
Oak Investment Partners 16 4 20%
Onset Ventures 8 0 0%
Open View 8 0 0%
Physic Ventures 3 1 25%
Pinnacle Ventures 3 0 0%
Polaris Partners 18 1 5%
Portland Seed Fund 1 2 67%
Promous Ventures 2 0 0%
Radius Ventures 7 1 13%
RedPoint 17 0 0%
Rockport Capital 8 2 20%
Roda Group 3 0 0%
RRE Ventures 7 0 0%
Rustic Canyon Partners 4 0 0%
Scale Venture Partners 6 3 33%
Scout Ventures 3 0 0%
Seneca Partners 4 0 0%
Shasta Ventures 6 0 0%
SJF Ventures 5 1 17%
Skyline Ventures 4 0 0%
Sofinnova Ventures 13 2 13%
Softbank Capital 8 2 20%
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(Table 1 continued)

Venture Capital Firm Men Women % Women
Softtech VC 2 0 0%
Spark Capital 8 0 0%
StarVest Partners 1 4 80%
Technology Partners 5 1 17%
Tenaya Capital 5 0 0%
The Westley Group 4 0 0%
Trinity Ventures 7 1 13%
True Ventures 7 0 0%
U.S. Venture Partners 7 1 13%
Union Square Ventures 7 1 13%
Upfront Ventures 6 0 0%
Vantage Point Capital Partners 14 2 13%
VegasTech Fund 5 0 0%
Venrock 11 1 8%
Wavemaker 2 0 0%
Webb Investment Network 4 0 0%
Westley Group 4 0 0%
XG Ventures 1 2 66%
Total 890 94 10%

Note: Data derived from individual venture capital websites searching for managing partners, directors, partners, and venture
partners during August 2014.

Women in Venture Capital

In a 2011 survey conducted by the National Venture Capital Association (NVCA) found women accounted
for 11% of directors and partners (Guglielmo, 2012). Women are not being hired as partners and directors at venture
capital firms for a variety of reasons. Ebinger (2014) stated homophily. Males are less likely to hire a woman than a
man because men do not know women well enough to hire. Another reason is women are usually not members of
well-connected networks matching entrepreneurs with IVCs (Ebinger, 2014). Few women are CEOs of venture
backed technology firms (Ebinger, 2014). The result is the pool of available females to become venture capitalists is
small. Some women refrain from entering venture capital because of child, family, and house care issues (Ebinger,
2014).

Because women are increasingly gaining advanced education in finance, economics, in the STEM fields,
and in senior management level positions, more women in venture capital might appear in the future (Ebinger,
2014). Approximately one third of master of business administration holders in the U.S. are women (Ebinger, 2014).
Positions in startups and management in late-stage portfolio companies are being increasingly being filled by
women, which should boost future female [IVC numbers (Ebinger, 2014).

In the general finance industry, data suggested women who work on Wall Street decreased significantly
relative to men. From 2001 to 2011, 2.6% of female workers left the finance industry while men increased by 9.6%
during the same timeframe (Bureau of Labor Statistics, 2013). The number of women aged 20 to 35 working in
finance dropped by 16.5% while the number of men increase to 7.3% (Lietz, 2012). The highest losses at 21.8%
were among women seeking entry-level positions in finance (Lietz, 2012). A NVCA 2011 survey found the number
women decreased in the industry from 14% in 2008 to 11% in 2011 (Lietz, 2012).

Hiring directors and partners IVCs want candidates with expertise in the STEM fields, economics, and
finance (Upbin, 2012). Women entering careers in venture capital have fewer primary network connections with
decision makers in hiring positions (Brush et al., 2004). However, the venture capital industry is performance based
and results driven, which should foster an egalitarian environment (Upbin, 2012). Successful IVCs regardless of
gender must possess clear judgment and keen insight (Upbin, 2012).
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STUDY PARAMETERS

I contacted 385 venture capital directors and partners in the United States during July and August 2014.
Out of 385 directors and partners, 20 partners and directors from 20 venture capital firms agreed to be interviewed.
The purposive sampling was representative of IVCs in the United States (Orser, Elliott, & Leck, 2011; Rezaei &
Bagheri, 2011). Purposive sampling was appropriate because IVCs are a specialized group of participants who
possess experiences and specific knowledge to address the research question (Parlalis, 2011). Participant selection
was based on three criteria: (a) partner or director level IVC with a United States-based firm, (b) was available to be
contacted via telephone, and (c) was over the age of 18. The research question guiding the study was what are the
factors for the gender disparity among directors and partners at independent venture capital firms in the United
States.

Mason (2010) asserted that 15 participants was the smallest acceptable sample for a qualitative study.
Hanson, Balmer, and Giardino (2011) confirmed that 10 to 20 participants were sufficient to confirm themes. Orser
et al. (2011) conducted a qualitative study with 15 interviewees. Participants were derived from venture capital firm
websites. Websites were located from online searches of directories of IVC firms.

I e-mailed an introduction letter to potential interviewees asking whether the participant was interested in
participating in the study. Each participant was a partner or director in the IVC firm. Participants were offered a gift
card as remuneration for participating in the study. All interviews were conducted on the telephone. Cachia and
Millward (2011) argued that utilizing the telephone for qualitative data collection was a viable option. The
participants in the study responded to semistructured focused interviews asked in a conversational manner over the
telephone (Yin, 2009). I utilized semistructured interviews to recognize broad themes and to direct the topic
conversation in a systematic and consistent manner designed to elicit elaborate responses from participants (Qu &
Dumay, 2011). Interview questions used in the study were:

. Industry wide, women account for approximately 10% of partners and directors. What are the reasons and
factors you believe more women are not hired as partners or directors?

. What specific skill sets you believe women bring to the table that men do not?

. What solutions would you propose to close the gap between women and men participation as managing

partners and directors?
FACTORS CONTRIBUTING TO GENDER DISPARITY

Four factors contribute to gender disparity in the IVC industry. The factors are limited mentoring
opportunities for females, lack of executive management experience of women, female exclusion from niche
networks, and male and female IVCs unwilling to address the gender disparity issue. Participants mentioned limited
mentoring opportunities most frequently.

Limited Mentoring Opportunities

One significant factor why women are not hired commensurate to men in venture capital is the limited
mentoring opportunities (Evans, 2014). Many male IVCs do not want to mentor women. One reason could be
homophily. Another reason cited by participants was women who came from the apprentice track or as a retired
executive did not have the essential experience as an entrepreneur and would likely be an unsuccessful IVC.
Because of a lack of real-world entrepreneurial experience, some women are believed by IVCs to be limited in
contributing to the success of nascent entrepreneurs. Participants declared IVCs were too busy with their portfolios
to mentor a female IVC. Some IVCs did not see a high return on investment in time and effort mentoring a female.
Other participants argued mentoring is time consuming taking away precious resources that could be used in
developing the next big portfolio firm. The concern with several participants was female IVCs would work in
industry for a couple of years and then quit to start a family.
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Lack of Management Experience

Venture capital is a niche sector within finance. Participants cited hiring managers at IVC firms want
seasoned executives with management experience with start-ups, in targeted technology sectors, and with
professional degrees from top business schools in the United States. Few women establish STEM-based start-ups,
and even fewer lack executive management experience. According to several participants, 2/3 of IVCs were former
executives and 1/3 earned advanced degrees with no tangible management experience before entering venture
capital. The primary reason partners and directors want to hire seasoned executives is the challenge to get funders
from pension funds, high net worth individuals, insurance companies, and other institutional investors to give
unseasoned IVCs millions of dollars to invest in an early stage portfolio firm.

Women Excluded from Niche Networks

IVCs are reliant on formal and informal networks to locate nascent entrepreneurs and to recruit [IVC
personnel. Participants mentioned women often lack access to IVC networks, which are created and maintained by
men. At the same time, very few director and partner positions are available per year. Female participants suggested
women should support and work together rather than competing and demoralizing each other. Participants argued
that because women have difficulty accessing established networks, women should create their own network
complimenting but not competing with established male dominated IVC networks.

Unwilling to Address Gender Disparity

One conspicuous factor noted in the study was 95% of men and women directors and partners were
unwilling to discuss gender disparity in the industry. Several factors exist why IVCs were reluctant to discuss gender
disparity. One factor is the nature of the IVC industry.

IVCs are an elite group of highly educated, experienced, and skilled individuals who work in small
“clubby” environments where most know and cooperate with each other (Lietz, 2012). Most IVCs have 10+ years
experience in venture capital (Lietz, 2012). Because nearly everyone knows everyone else, many participants
appeared to be fearful discussing gender disparity. Rejection responses to participation in the study mentioned the
firm did not have a gender disparity issue, the organization is blind to gender differences, and the firm hires the best
candidate. However, none of the rejection respondents firms had female partners or directors according to their
website. Often male IVCs would forward study participation requests to non-partner or non-director female
members of the firm who did not respond to the study. The females who were partners and were invited to
participate in the study often refused to do so.

IVCs who participated in the study were asked why they believed partners and directors would be reticent
to participate. Participants mentioned many IVCs were afraid that talking about gender disparity might jeopardize
their positions within the firm. Other IVCs did not want to disrespect the fund. Possibly the chief reason is the
potential fall out of the lawsuit filed by Pao against Kleiner Perkins Caufield & Byers (KPCB) in May 2012
(Thomas, 2012).

Pao filed a lawsuit against KPCB after several partners attempted to silence Pao’s claims of being sexually
harassed. Pao also claimed that women were regularly left out of meetings with male partners, and Pao was unfairly
passed over for promotions because of her gender and refusing to give into sexual harassment (Ebinger, 2014).
Many IVCs appeared unsure how to discuss and deal with gender disparity within their own firms until the lawsuit
has been adjudicated.

IMPLICATIONS

More women participation in venture capital is needed to create opportunities for first-degree network
connections between male and female IVCs and women entrepreneurs (Brush et al., 2004). Greater numbers of
qualified female IVCs would provide more opportunities for women-led enterprises to gain access to capital and
build wealth creation, create more jobs, and enhance the economic health of the United States (Brush et al., 2004).
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Merino (2013) noted boards comprised of at least 33% women consistently outperform market trends and generate
significant positive financial returns. In the marketplace, women often know better than men what women want
(Brush et al., 2004). The venture capital industry needs more women to help all entrepreneurs meet the market
demands of women.

RECOMMENDATIONS

With women representing approximately 10% of IVCs in the U.S., partners and directors need to increase
the number of women partners and directors by recruiting, mentoring, and promoting qualified females from STEM
fields. Male partners and directors need to emphasize through extensive marketing efforts the openness of the
industry to female entrepreneurial executives. Institutional and high net worth funders and limited partners should
demand (a) greater number of qualified and experienced females receive early-stage funding for ventures, (b)
increased hiring of women from the three tracks, and (c) insist on more qualified women sitting on corporate boards.

Venture capital trade organizations should create media awareness of the lack of women participation as
directors and partners in the industry (Brush, Greene, Balachandra, & Davis, 2014). Rather than not addressing or
acting as gender disparity does not exist in venture capital, IVCs should reduce bias toward women and welcome
qualified women in decision-making roles. Qualified women entrepreneurs and potential female IVCs should have
access to mentoring, investment, and networking opportunities across all industry sectors in addition to STEM
fields.

CONCLUSION

In this paper, I provided a review of the literature related to the IVC industry in terms of gender disparity
and women in venture capital. The study parameters where provided. In the research study, I interviewed 20 IVCs in
the United States who provided four factors contributing to why approximately 10% of IVC partners and directors
are female. The implications and recommendations for increasing the number of female participation in venture
capital were presented. The noteworthy takeaway is greater numbers of qualified female partners and directors need
to be hired in the venture capital industry for the United States to maintain an economic and entrepreneurial
competitive advantage.
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