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Abstract

Purpose — Entrepreneurship is the basis of economic development but is somehow limited by the lack of
access to financing sources, especially in the crucial moments of start-up early-stage development. For
crossing the so-called “valley of death,” start-ups need to access informal finance sources, such as business
angels. This study aims at defining the profile of business angels and comparing it with the existing
literature.

Design/methodology/approach — A novel methodology for sampling the business angles population
has been used, which extracts data from online social media networks. This allows taking a closer look at
informal sources of entrepreneurial finance. A total of 500 real business angels, acting worldwide, from the
LinkedIn and Crunchbase databases has been retrieved for this study.

Findings — Results point out that younger investors seem to be entering the entrepreneurial informal
finance market. They are mainly males between 40 and 50 years of age, with a previous entrepreneurial
record, and more highly educated than previously stated. They tend to have studies from Business
Administration and Economics, although they prefer to invest in the ICT sector.

Originality/value — Besides the novel data retrieval technique for analyzing the informal sources of
finance, the originality of the work lies in updating the archetype for business angels.
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Informal sources of finance, Crunchbase
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1. Introduction

In the frame of a capitalist society, there cannot be economic growth without the creation of
new companies (Acs and Szerb, 2007; Hisrich et al., 2016). Entrepreneurship has among its
advocates people as diverse as economist Milton Friedman (Friedman and Friedman, 1980),
Nobel peace prize laureate Muhammad Yunus (Cosic, 2017) and ex-Governor Arnold
Schwarzenegger (Alf, 2015), which speaks of the consensus reached about its importance.
There are, however, contextual factors that inhibit the foundation of new companies, such as
difficulties for financing (Shinnar et al., 2012), lack of respect for private property (Crum and
Nelson, 2015) or poor economic development at the country or regional levels (Wong et al.,
2005; Aguilera et al., 2018).
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Particularly, the access to finance has been stated as crucial for the development of SMEs
(Urban and Ratsimanetrimanana, 2019), remaining the bridging of the so-called “valley of
death” (time frame of a start-up spanning from the conceptualization of the business until
breaking even) as one of the most important challenges for new companies. Besides
bootstrapping (entrepreneur’s own resources), the financing sources that can allow
overcoming this challenge are the ones labelled as “informal,” namely:

¢ the triple F (family, friends and fools);
* business angels; and
¢ crowdfunding.

Out of these, the first is only available for close relatives and friends, and therefore is not
properly a market under the classic offer and demand schema (Mason, 2006). Because
crowdfunding lies within the domain of the sharing or collaborative economy, it is relatively
dependent on the financial market regulations that set on each country or economic region
(Fernandez-Angulo et al., 2019), as well as on the digitalization of each society.

In this vein, business angels are defined by Argerich and Cruz-Cazares (2017) as:

[...]Jany individual that currently holds an investment made (debt and/or equity) directly with his
or her own money in an unquoted company, is neither the entrepreneur nor his or her relatives,
and plays an active or passive role in the investee firm.

They can be of the greatest importance for the survival of new companies. Their importance
goes beyond the initial financing: the existence of a previous involvement by business
angels in the previous stages of the life of the company favors the subsequent appearance of
other types of financing such as that provided by groups of venture capital or bank credits
(Serheim, 2003).

However, business angels, who are an essential part of an entrepreneurial ecosystem
(Walsh and Winsor, 2019), tend to be more abundant around successful economic poles (big
cities, technological hubs, etc.). Therefore, entrepreneurs from rural regions or
underdeveloped countries are in disadvantage when compared with those located in urban
areas or developed regions (Kasseeah and Tandrayen-Ragoobur, 2016; Urban and
Ratsimanetrimanana, 2019), as business angels are more prone to invest:

¢ inlocations they are familiar with (Harrison ef al., 2010; Croce et al., 2018); and

e in companies which are closer un terms of social relationships (Liang and Yuan,
2016).

To cope with economic development, more early stage funding is needed, as access to finance
has acted as a constraint for the creation and survival of companies in Europe (Bozkaya and
Van Pottelsberghe de la Potterie, 2008). In fact, it has been stated that in regions with a weak
formal financial ecosystem informal sources also tend to be scarce (Grilli, 2019).

If the activity of business angels is to be fostered besides economic poles that already
count with a strong financial ecosystem, the archetype of a business angel should be
defined. So far, the existing literature focuses on specific countries or regions (Hindle and
Wenban, 1999; Stedler and Peters, 2003; Morrissette, 2007; Ramadani, 2009) and is basically
dependent on the use of convenience samples and data bases (Mason and Harrison, 2002;
Mason et al., 2016). The objective pursued by the present work is to contribute to the body of
knowledge of entrepreneurial finance, shedding light on the representative profile of
informal particular investors, commonly termed business angels, with the use of an
innovative data retrieval technique, from online social networks.



The remainder of the paper is organized as follows. Section 2 summarizes the literature
review conducted, while Section 3 presents the methodology in use and the results obtained.
Discussion of results follows in Section 4. Section 5 gathers the conclusions, limitations of
the study and recommendations for further research.

2. Theoretical framework
2.1 Financing from informal sources
Traditionally, many companies have started their activity with the own funds of the
entrepreneurs plus the external financing provided by the so-called 3 Fs (family, friends and
fools). After creating and validating a prototype of the product or service offered, the
company will start operating, but it will typically need to undergo a situation with low sales
and all the fixed costs of the company, which may derive on cash flow tensions. In fact, three
out of four start-ups fail within their first years of life (Blank and Dorf, 2012), generally due
to the lack of ability to overcome the unfavorable financial situation derived from poor
liquidity. This period has been traditionally termed the “valley of death”, and is
characterized by the absence of formal financing sources, that appear later in the company’s
life, in case it succeeds in crossing that valley. This is due to the reluctance of credit
institutions (banks) to finance business projects, given the high risk inherent in them.
Business angels appear as informal financing sources that could help companies to
overcome the difficulties arising on their first years of life, as depicted in Figure 1. They act
in start-ups’ life before a new round of financing is opened, where venture capital usually
takes the lead. A business angel is an individual who is willing to invest his/her own money,
individually, in a start-up, regardless of the risk that such investment entails and, best of all,
offering his/her experience to the entrepreneur to help the project have success (Harrison
and Mason, 2000). This investment is not computed as a loan or a credit, that is, it is not
accounted as a debt, but as equity. Business angels offer their financial support to the
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company in exchange for shares (ownership) and active decision-making capacity in
business management. They provide financing of vital importance for young companies,
being particularly active in financing startups associated with cutting-edge technologies
(Kelly and Hay, 2003). This intervention in the managerial decisions of the company
constitute one of the most characteristic aspects that define a business angel. In fact, the
difference between his actions as investor and manager is diffuse, holding a mentor role as
well as being part of the shareholders of the company.

Being financed on the early stages of the company’s life by business angels favors the
subsequent appearance of other types of financing such as that provided by venture capital
or credits from other institutions (Serheim, 2003, 2005), although recent results suggest that
the process works better when companies funded belong to the same entrepreneurial
ecosystem (Croce et al., 2018). Business angels form the main financing and investment
pathway for entrepreneurs because they cover the capitalization needs precisely at the time
of life of the company in which no other of the existing types of investors are willing to take
the investment risk (Kelly and Hay, 2003). Companies in which founders have a low
entrepreneurial orientation, tend to prefer accessing to finance through formal financial
sources, that is, with debt (Vaznyte and Andries, 2019). For the start-up survival rates it is
crucial the way in which the company access to formal financial sources (Cole and Sokolyk,
2018).

2.2 Demographic characteristics of business angels

Business angels are the most prevalent form of private equity investor (Lindsay, 2004). They
preferably choose to invest in startups that carry out their economic activity in a radius of
reasonable proximity to their place of residence, and in companies with which there is a pre-
existing relationship (Robinson and Cottrell, 2007).There are several studies that have
shaped what is known as the typical image of a business angel. This image recalls
individuals who are considerable wealthy and predominantly middle-aged men with some
experience in entrepreneurship (Kelly and Hay, 2003).

In terms of age, Hindle and Wenban (1999) find, from an Australian sample, that
business angels tend to act as investors when they are between 30 and 35 years of age. For
the Singaporean sample gathered by Wong and Ho (2007), the most frequent age reported is
30 years old, while the Finnish sample from Maula et /. (2005) and the German from Stedler
and Peters (2003) point towards older investors, in their 40 s decade. The literature reviews
on this topic conducted by Morrissette (2007) and Ramadani (2009) provide a higher age
range in the former (between 36 and 55 years of age), while the latter depicts an older sample
(46-55 years of age).

More consensus appears to be regarding the gender of a typical business angel, with
results pointing out to a great majority of men. Male percentages in available samples rank
over 90 per cent, as for instance in Hindle and Wenban (1999) (95 per cent), Stedler and
Peters (2003) (95 per cent), Morrissette (2007) (91 per cent), Ramadani (2009) (97 per cent),
being the only discordance found in Wong and Ho (2007), who state a 78 per cent of male.

A business angel is typically an educated individual. Previous studies state the
percentages of investors who attended college in 67 per cent in Hindle and Wenban (1999),
70 per cent in Morrissette (2007) and 75 per cent in Ramadani (2009). Formal education is an
important source of human capital, due to its contribution to the development of skills. But
skills can also be acquired from different sources, such as from professional experience. As
discussed in the following, skills appear to play a determinant role in becoming a successful
business angel.



In spite of the clear image that the demographic factors reveal when defining the profile
of a business angel, some studies find no causality between these factors and the fact of
becoming a business angel. For instance, the results from a Finnish sample provided by
Maula et al (2005) point out that age, income and education do not act as determinants to
become a business angel. Contrarily, gender does play an important role. Skills are
important, but as mentioned, they can be acquired both by education or professional
experience. According to the results of Wong and Ho (2007) for a Singaporean sample,
neither demographic factors nor wealth are found to be determinant for becoming a business
angel. However, previous experiences and existing skills prove to be of importance. This last
result coincides with the findings of Li et al. (2014) for a Chinese sample, while the influence
of managerial experience is not supported to be a determinant factor.

2.3 Economic characteristics of business angels

As previously stated, skills seem to play an important role in becoming a business angel
(Maula et al., 2005; Wong and Ho, 2007; Li et al., 2014). The development of skills, as part of
an investor's human capital, is dependent on both the education received and the
professional experience acquired, and from these, in particular those arising from previous
entrepreneurial ventures. In fact, business angels have been found to act in an
entrepreneurial manner, with proactiveness, innovativeness and risk taking, which speaks
of a high entrepreneurial orientation (Lindsay, 2004; Alshanty and Emeagwali, 2019).

In spite of forming a type of informal investors, the modus operandi of business angels
moves away from the general impression of an unsophisticated method in the search and
monitoring of the investment. The leadership skills and the entrepreneurial experience of
these investors, help them in identifying viable investment opportunities, partly due to the
extensive networking network they have (Erikson and Serheim, 2005).

Another key aspect in their behavior is the high involvement they assume in the
development of the business, involving themselves in consulting, representation, meetings
and financial reports. During this period of time, they are involved in operational and
development decision making, with the aforementioned tasks, being a differential and basic
factor in the development and growth of the startup in its first years of life (Erikson and
Serheim, 2005). In terms of the existing entrepreneurial record of business angels, most
researchers agree on a majority of informal investors with a previous entrepreneurial record.
For instance, Kelly and Hay (2003) and Morrissette (2007) suggest 75 per cent of business
angels who have created their own ventures, while Ramadani (2009) goes up to 78 per cent.

A large percentage of business angels make one or two investments throughout their life.
Nonetheless, there is also a group who make multiple investments (Mason and Harrison,
2002), being the typical case those that invest in between one and five different companies
(Stedler and Peters, 2003). Lindsay (2004) also points out to an 80 per cent of the business
angels sample having conducted over five investments, while Kelly and Hay (2003) support
a higher level of activity, with up to eight investments. Regarding the time before
withdrawing from the investment in the company, it has been found between 3 and 8 years
after the beginning of the investment (Teker and Teker, 2016).

Investment economic figures are not so commonly mentioned throughout the literature,
and when mentioned, a big scatter in the figures can be noted. Kelly and Hay (2003) call for
the typical UK investor deal to be around £100,000, while Wong and Ho (2007) speak of a
much lower range, from $5,000 to $20,000. Stedler and Peters (2003) claim for much higher
magnitudes, in the range of €500,000. According to Hindle and Wenban (1999), two groups
of business angels can be distinguished according to the amounts invested: the “seraphim”,
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which invest amounts between $200,000 and $500,000; and the “cherubs,” with a greater
preference to undertake investments that involve amounts between $20,000 and $50,000.

The sectors in which business angels preferably make their investments are all those
related to ICT (Stedler and Peters, 2003). In particular, in digital commerce, Big Data
treatment and software development, as well as in scientific and research disciplines. In the
case of those investors with a more extensive network of contacts at the level of higher
education institutions, they tend to undertake operations in the science, engineering and
multimedia entertainment sectors (Stedler and Peters, 2003). In fact, business angels use this
extensive network of contacts to collect and corroborate a large flow of data about the
various business opportunities presented to them, which network is their main source of
information (Erikson and Serheim, 2005). Likewise, Fairchild (2011) states that business
angels use their personal relationship with entrepreneurs as a competitive advantage over
venture capital funds or other financing institutions. These agents build a relationship of
trust, empathy and proximity with the entrepreneurs of the societies where they are going to
invest, which allows them to carry out their investment and management tasks more
effectively. A similar discourse is held by Robinson and Cottrell (2007), who suggest that
business angels preferably choose to invest in sectors in which they have knowledge and
those whose assets are of the tangible type.

In spite of the previous results, Serheim (2003) suggests that informal investors find
investment opportunities mainly through personal or business contact networks, being
those found in this way the ones that later achieve a better result. In this vein, these
investors do not make their choice limiting to those industries or sectors where they are
experienced.

3. Methodology and results

3.1 Methodology

Seminal research in the field of business angels has highlighted the inherent difficulties in
identifying samples, as this type of informal investors are usually not listed in any directory
and are prone to remain anonymous (Erikson and Serheim, 2005). This usually leads
researchers to the use of samples of convenience, which may not be representative of the
actual population, and can be source of potential bias (Mason and Harrison, 2002). Besides,
entrepreneurship research has been criticized for relying on convenience data bases, which
makes the topics under study to be chosen not for their relevance, but for their availability.
The use of data bases distance researchers from their units of analysis: entrepreneurs,
funders and companies (Mason et al., 2016).

In the present study, we look into entrepreneurial finance with the focus on informal
investors. To that end, a review of the scientific literature has been conducted, followed by a
data retrieval procedure from online social network on business angel investors worldwide.
The rationale behind the use of social networks lies in the fact that they are recognized as
supportive factor for entrepreneurial new ventures (Bratkovic Kregar et al, 2019).
Researchers start looking into social media networks as a reliable methodology to shed light
into investors’ behavior (Liang and Yuan, 2016), the use of social media for fundraising
(Yang and Berger, 2017) and to predict new venture survival rates (Antretter et al., 2018), to
cite a few.

A sample of 500 business angels has been taken from their respective profiles on the
LinkedIn and Crunchbase platforms, as of December 2014. LinkedIn is the most important
professional online social network, while Crunchbase has been cited as the principal data
base used by the venture capital industry for assets and start-ups information (Dalle et al,
2017).



All the data obtained has been processed to create a complete and systematized database
that allows having all demographic and economic items (age, gender, educational facts,
professional experience, current working status, number of investments) for further
analyses and establishing an archetype for these investors.

3.2 Descriptive analyses
A data set of 500 business angels has been gathered, which are active worldwide and
present in the LinkedIn and/or Crunchbase data bases. The main demographic
characteristics of our sample are: average age (available only for 63 out of 500 profiles) of
40.06 years old, only 8 per cent of female investors (39 individuals), located 69 per cent in
North America (348), 19 per cent in Europe (98), 3 per cent in Asia (17), 1.8 per cent in
Australia (9), 1.4 per cent in South America (7), 0.4 per cent in Africa (2) and being 3.8 per
cent not available (19). In terms of education, 35 per cent have studies belonging to the
branch of social sciences (174), 20 per cent to sciences (99), 15 per cent to engineering (75), 9
per cent arts (43) while remaining 22 per cent is not available (109).

In the following subsections, the rest of the data is presented, compared and discussed
with previous results on business angels’ research, when available, from demographic and
economic perspectives.

3.3 Findings in terms of demographic characteristics

Previous studies (Hindle and Wenban, 1999; Morrissette, 2007; Ramadani, 2009) have
provided demographics and economic facts from business angels, although they are based
on convenience samples taken from a specific location. In the following, the results obtained
through data mining are compared with these previous findings, whenever the homogeneity
of the data allows for it, in terms of demographic characteristics. The age of our sample
(which has been obtained as a discrete measure) has been grouped within age ranges to
facilitate its comparison (Figures 2 and 3).

When compared with the data obtained by Hindle and Wenban (1999) it can be seen that
both studies show business angels’ age concentrated in the range from 30 years of age until
50years of age. However, our results point towards a younger sample, with 13 per cent of
investors being younger than 30, and only 13 per cent over 50, while Hindle and Wenban’s
study depicted a lower presence of young investors than today. A similar pattern can be
identified when compared with the studies from Morrissette (2007) and Ramadani (2009): the
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Figure 3.

Age distribution and
comparison with
previous results (II)

Figure 4.

Gender distribution
and comparison with
previous results

most highly populated age band is 36-45 years of age in our sample, while in Ramadani it
bends clearly to the next decade (46-55), and being almost balanced in the results provided
by Morrissette for both decades.

Regarding the gender distribution (Figure 4), our study coincides with previous results in
business angels being predominantly male, with men exceeding in all cases the 90 per cent
of the sample. This is consistent with the scientific literature summarized in the theoretical
framework section, and shows a huge imbalance in terms of gender equality for the
investors’ field.

As highlighted in the theoretical framework, skills is one of the crucial factors for
individuals that become successful business angels. For this reason, we have looked into the
specific studies conducted by the investors. First, the ratio between investors with no
studies over those who attended university is presented in Figure 5, and compared with
previous results, in which a growing trend over time for educated investors can be seen.

When the study level is further disaggregated (Figure 6) and compared with the
available data, master level studies within business angels (accounting for Master of Arts,
Master of Science and MBAs) seem to have been growing as well in the past years,
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amounting to a 50 per cent of the sample. Noticeably, also a 5 per cent of investors with PhD
studies can be found among the sample.

One of the biggest advantages of not using available data bases but looking into real
investors’ profile extracted from online social networks is to be able to report precisely the
educational background of the investors, as summarized in Figure 7. A preponderance of the
studies of social sciences (36 per cent) is observed, due to the importance of business
administration and management studies for the role of business angels. Nevertheless,
studies belonging to the branches of science and engineering, when considered together,
amount the same value of those from social sciences. This speaks, on the one hand, of
investors with technical background, which presumably are more interested in funding new
technology-based firms, and on the other hand, resembles the statistical distributions of
higher education degrees in OECD countries (OECD, 2019).

Among the investors who attended college for social sciences studies, 73 per cent of them
were enrolled in economics, business administration and finance, which amounts to 173
individuals, almost 35 per cent of the total sample of 500 (Figure 8). This result highlights
that many business angels have acquired knowledge in business management along their
education, in addition to the experience acquired during their professional career, as will be
detailed later on.
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Figure 7.

Field of knowledge of
business angels at
bachelor level

Figure 8.

Detailed studies from
business angels per
field of knowledge at
bachelor level

In terms of engineering education, three studies (electrical, mechanical and industrial
engineering) account for more than half of the engineers in the sample. As for the
branch of sciences, more than half of them belong to computer science. This can be
explained by its usefulness in the field of ICT, which, as mentioned, is a sector that
attracts business angels’ attention. Lastly, Bachelor of Arts shows a fairly equitable
distribution between the different studies, without any of them standing out among the
others.

As shown in Figure 6, half of the sample has continued education with a master degree,
from which a big share (59 per cent, see Figure 9) is specialized in the different branches of
business administration, which supports the previous finding of informal investors with
education on the field. It should also be highlighted that there is a large number of masters
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related to engineering and law, and lastly, to computer science, in line with the high number
of undergraduate studies in that discipline.

To conclude with the educational aspect, the fields in which investors have undergone
the highest level of university studies (PhD) have been sought after (Figure 10). Only 27
investors out of the complete sample of 500 have completed doctoral studies (Figure 6),
which amounts 5 per cent of the sample. In terms of the distribution in the different branches
of knowledge of these PhD studies, only 15 per cent are related to business administration
and economics, which was the leading field in bachelor and master studies. Contrarily, there
is a majority of studies in computer science and engineering, which in turn, was the second
highest in master studies.

3.4 Findings in terms of economic characteristics
Once the demographic aspects of business angels have been analyzed, we shall move on
towards the analysis of economic aspects, such as the professional career of angel investors,
their previous entrepreneurial experience (if any) and their behavior referring to the
investments they make.

In terms of the professional experience of the investors in the sample, the biggest group is
in the range of 10 to 30 years of accumulated work experience, the most numerous section
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Figure 11.

Years of professional
experience of
business angels in the
sample

Figure 12.

Previous
entrepreneurial
experience of
business angels in the
sample

being from 15 to 20years of experience, amounting almost one third of the sample
(Figure 11). These results pinpoint that the role of business angel require a process of
acquiring knowledge and skills exercising a professional activity, as well as developing a
professional network, before beginning the investment activity. In fact, the share of business
angels that has barely not professional experience is only of 4 per cent of the complete
sample. Noticeably, 13 per cent of the sample exceeds 30 years of professional experience,
which is aligned with the results for age distribution (Figure 4), with also 13 per cent of the
sample being older than 50 years old.

As depicted in Figure 12, most of business angels in the sample (exceeding 70 per cent)
have previous entrepreneurial experience. When compared with existing data, it can be seen
how our data coincide almost completely with previous studies (Morrissette, 2007;
Ramadani, 2009).

Out of this 71 per cent of the sample that has a previous entrepreneurial record, 52 per
cent of the total sample has created just one, as depicted in Figure 13. Regarding the number
of investments made by investors in the sample, 63 per cent have conducted only one, while
8 per cent have undergone over 5 investments. Another aspect of the study is the date in
which investors in the sample joined the financial market, by means of doing their first
investment.
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As can be seen, there is a clear upward trend in angel investment entries in start-ups. It is
necessary to highlight at this point that, as previously explained, the data was collected until
December 2014. The reduction seen in year 2014 can be attributed to the fact that the
investors did not update their records in the data bases in use.
Finally, the economic sectors in which the business angels have invested are presented in
Figure 14. There is no particular sector that stands out among the rest. However, those
sectors that benefit from a greater amount of investments (higher than 5 per cent of the
sample) are related to the new technologies of information and digital media, such as apps,
internet, social media, e-commerce, mobile and software. Contrarily, more traditional
economic sectors (such as automotive, tourism, education and finance) do not see their
weight reflected in terms of production in the amount of investments made by business
angels.
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4. Discussion

Recent research endeavors prove that data retrieval from online social networks can be
valuable when analyzing different aspects from entrepreneurship (Antretter ef al., 2018),
including those related to fundraising (Liang and Yuan, 2016; Yang and Berger, 2017). We
have drawn data from the LinkedIn and Crunchbase databases, looking into demographic
and economic factors.

In terms of the age in the business angel sample, our data suggest that younger investors
appear to be acting as an informal source of finance. Our data pinpoints that the profile
depicted by Morrissette (2007) “T...] demographics of a “typical” business angel are: [. . .]
around age 50 [. . .]” or Stedler and Peters (2003) [. . .] the “typical” German business angel
[...]is aged between 40 and 55[. . .]” needs to be revisited, as it appears to be closer to age 40
than 50.

Contrarily, the results obtained for the gender distribution is very aligned with previous
results, in which women remain well below 10 per cent of the sample. This imbalance has
been explained by other authors (Ramadani, 2009) as a result of the lower number of women
who have held executive positions throughout their professional careers, as well as the lower
number of female entrepreneurs compared to the number of male entrepreneurs. These two
characteristics, as previously mentioned in the theoretical framework, are key factors for an
individual to become a business angel, so that a causal relationship between gender
disparity in senior management positions and the small number of existing female business
angels can be established.

Regarding the educational background of the investors, our sample is the one with the
highest percentage of highly educated individuals, with 82 per cent of the investors having
attended college. Investors who at least have a bachelor degree appear to grow steadily from
the older results (Hindle and Wenban, 1999) to the date. In this vein, in terms of educational
level, the profile depicted by Morrissette (2007) “[. . .] demographics of a “typical” business
angel are: [. . .] college educated[. . .]” seem to be accurate nowadays, but the precision of the
growing population with master and PhD studies should also be highlighted.

Among the fields of knowledge in which business angels have been educated, social
sciences (and in particular, business administration, economics and finance) stand out both
at college and master level. This is, presumably, one of the sources of skills for fruitful
investor activity, which has been found as crucial by other authors (Maula et al., 2005; Wong
and Ho, 2007; Li et al., 2014), and is aligned with existing results of successful entrepreneurs,
for which education in managerial sciences has proven crucial (Camisén-Haba et al., 2019).
The prevalence of economics and business administration is considerably higher than that
corresponding to the general population (OECD, 2019) which seems to confirm the causal
relationship between extensive knowledge in business administration and economics and
the likelihood of becoming a business angel. Contrarily, PhD in this field of knowledge is
relatively uncommon in the sample. This allows for concluding that PhD studies is not a
determining factor for becoming a business angels, as the mentioned percentage among this
group of investors resembles the levels of the general population (OECD, 2019).

Skills cannot only be acquired through education, but also through action. From our
results, it can be derived that business angels have predominantly been entrepreneurs in the
past. That is, becoming a business angel requires a process of acquiring knowledge and
skills exercising a professional activity, which is to be learnt in a hands-on way (Caseiro and
Coelho, 2019), as well as developing a professional network, before beginning the investment
activity.

As highlighted in the theoretical framework, the professional career of an individual is a
differentiating factor when it comes to becoming an angel investor. The work experience



seems to be fundamental in two ways. First, it allows acquiring the necessary skills,
knowledge and experience in administration, management, leadership and entrepreneurship
to perform the duties of business angels effectively. Second, it can be the source of the
funding provided for undertaking the investments.

Besides the professional experience, previous entrepreneurial involvement has also been
found as crucial for becoming a business angel (Maula ef al.,, 2005; Wong and Ho, 2007; Li
et al, 2014). Entrepreneurial experience allows investors to be able to select in a more
efficient way the investments they make, in addition to providing them with the possibility
of carrying out the advisory work to the entrepreneurs benefiting from their financing in a
better manner. This corroborates the idea that having participated actively in the
entrepreneurial ecosystem facilitates the switch in role from entrepreneur to investor, by the
means of providing angel investors with an important and differential experience that
benefits their investment tasks.

However, only a minority of investors (around a fifth of the total) can be considered a
serial entrepreneur (those with more than one venture created). That is to say, the experience
acquired during the process of creating a company seems to be enough to become later a
business angel. The fact that the most repeated number of startups created is one, could be
explained by successful founders’ exits from the ventures, which allows them to act as
investors. This result pinpoints that serial investors, defined as those that make numerous
investments and for which these are probably their main source of income, as well as their
main occupation, are not that common.

When it comes to analyze the years in which the investments were made, it is noteworthy
that they increase as the years go by. This general growth of informal sources of finance
may mean that a greater attention is being paid by public institutions to this type of
informal financing relationships, promoting legislation that favors and provides greater
legal security to them, as well as greater knowledge and dissemination of these activities in
the different business levels and investment circles.

Lastly, the prevalence of technological sectors as the ones more prone to receive funding
from informal investors, confirms what has been pointed out in the theoretical framework
by previous studies: business angels prefer to invest in companies belonging to the well-
known science, technology, engineering and mathematics sectors.

5. Conclusions, limitations and avenues for further research

The present work contributes to the body of literature of entrepreneurial finance, by means
of deepening in the demographic and economic profiles of business angels. Business angels
are informal investors that can help new ventures to overcome the so-called “valley of
death”, which is the characteristic situation that start-ups suffer during their first years of
life, in which low income and high expenses bring cash flow tensions that can ultimately
lead to start-up failure (Blank and Dorf, 2012). The importance of new technology-based
firms in economic development has been highlighted by the academic community in the
past decades (Acs and Szerb, 2007; Hisrich et al., 2016), as well as the relevance that access to
informal sources of finance has to start-ups survival. These both facts call for a deeper
understanding of business angels profile.

Although there is extant literature in business angels demographic and economic factors,
other authors have usually relied on convenience samples limited to one single country or
data bases which make research decisions prioritize availability over relevance, distancing
entrepreneurship researchers from their units of analysis (Mason and Harrison, 2002; Mason
et al., 2016). For this reason, in the present study the authors put a new methodology in use
in this field: the data retrieval from online social networking platforms such as LinkedIn and
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Crunchbase. A total sample of 500 profiles of real business angels active worldwide has been
extracted and analyzed.

From these analyses, an archetype of these informal investors has been crafted. Based on
our findings, a business angel is male and middle-aged, in the decade of his 40 s, who has
attended college and graduated with business administration or economics studies, and
occasionally complements his education with a master in the same field. He becomes an
investor when he has accumulated professional experience for over 15 years, and has often
had one entrepreneurial venture of his own. He most commonly does only one investment,
which he prefers to do in the ICT sector.

The results obtained have allowed identifying some trends in the evolution of the
business angel archetype. To begin with, it appears that younger investors begin to join
the financial market as funders of new ventures. However, women participation seems
to remain low. In terms of education level, our results point out to an increase in highly
educated individuals in joining the informal financial market. Lastly, the rate of
business angels that have previously been entrepreneurs remains constant over the
years.

The principal limitation is that the aim of establishing an archetype valid worldwide
allows for an uneven nationalities distribution across the sample, in which North American
investors account for almost 70 per cent of our sample.

As recommendations for further research, we believe there is need of new gender studies
that shed light on the reasons for the low female participation as business angels. It would
be of interest to see if this low participation can be found all across the informal finance
market, or if it is specific of the business angel role. Secondly, the link between business
angels and participants as funders in crowdfunding platforms should be sought after, with
special focus on the swift from one investor type to the other. Lastly, specific country studies
can be developed with the data mining technique described in this paper, which can lead to
interesting comparison of profiles between countries.
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