











Table A: Sample coded data for rejection reason

160



Coding instructions for coding sheet VC — identifying rejection due to venture criteria

Form information; Coding date: Your initials (Reference will be added by ALM)

Coding mandate — Assess alphanumeric code (A+, A, A-, B+, B, B-, C+, C, C-) for each venture criteria (V| — Vg), and assess
whether rejection reason linked to insufficient investment return or excess investment risk

Code Entrepreneur: Name of principle entrepreneur (Use CBC designation)

Code Rejection Reason: RE - insufficient return (0 for rejection, 1 for no rejection)

RI — excess risk (0 for rejection, 1 for no rejection)

VC: Code Evaluation of each of the venture criteria (A+ to C-)

Venture Criteria Evidence of Examples
Vi Market Marketsize A Large market potential (i.e. over $20 m.)
potential B Medium market potential (i.e. over $5 m.)
C Unable to predict — likely less than $5 m.
V2 Product Market share A Customers will easily adopt product / service
adoption B Benefits harder to identify, adoption issues
C No clear benefits, or major adoption issues
Vs Protectability Profitability = A Product patented or significant other barrier
B It will not be easy to replicate.
C Anyone could copy it easily.
Vs Entrepreneur Reputation A Significant relevant experience
experience B Limited experience, appropriate knowledge
C No evidence of required experience
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Venture Criteria  Evidence of Examples

Vs Product Technology = A Finished product
status risk B Design complete - technical issues addressed
C Needs more research and development
Vs  Route to Operational A Realistic marketing plan/ distribution partner
market risk B Options identified — no agreements in place
C Limited thought given to distribution issues
V7  Customer Marketrisk A Customers in place, committed to purchase
engagement B Customers engaged in development project
C No first customers identified.
Vs  Financial Financial A Sound business model and cash management
projections  risk B Unclear profitability, limited cash manage
C No evidence of profit or cash management
Code Rejection Reason: RE - insufficient return (0 for rejection, 1 for no rejection)

RI — excess risk (0 for rejection, 1 for no rejection)

Reason Details Examples of BA comment (explanation in brackets)
RE Insufficient Future venture value I never see this company being large enough to attract an acquirer (no valuation)
return insufficient to generate return Slow sales growth means I’d be better off putting money in bank (insufficient return)
Percentage equity insufficient The ownership percentage you are proposing for me makes it impossible to
to generate return achieve my investment return target (insufficient return)
RI Excess Excess technological risk Come back when the product is finished (excess technological risk)
rfesident Excess physical risk I am worried that you don’t have a secure supply chain (excess physical risk)
risk Excess financial risk With those overheads, you will never be profitable (excess financial risk)
Excess people risk Most of your people only have experience in a research lab (excess people risk)
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Date of coding:

Coder:

Coding sheet ref: VC

Entrepreneur

Reference

V1- Market potential

V2 - Product

adant:

V3 - Profitability

V4 - Ent. Experience

V5 - Product status

V6 - Route to market

V7 - Cust. Engagement

V8 - Fin. Projections

Rejection - low return

Rejection - high risk

Coding guide

Vi

Large market potential (i.e. over $20 m.)

Medium market potential (i.e. over $5 m.)

Unable to predict — likely less than $5 m.

V;

Customers will easily adopt product / service

Benefits harder to identify, adoption issues

No clear benefits, or major adoption issues

V3

Product patented or significant other barrier

[t will not be easy to replicate.

Anyone could copy it easily.

V4

Significant relevant experience

Limited experience, appropriate knowledge

No evidence of required experience

Vs

Finished product

Design complete - technical issues addressed

Needs more research and development

Vs

Realistic marketing plan/ distribution

Options identified — no agreements in place

Limited thought given to distribution issues

\'%

Customers in place, committed to purchase

Customers engaged in development project

No first customers identified.

Vs

Sound business model and cash management

Unclear profitability, limited cash manage

Olw|z|lolwm||lolwm|>|lolm|s|lolwm|s|olmzl olw ||| >

No evidence of profit or cash management

Venture criteria coded A+ - C- (C ratings usually fatal flaw) Rejection coded as 0
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V6 — Route to market

Rejection - low return
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Coding guide
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Large market potential (i.c. over $20 m.)
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Customers will easily adopt product / service

wc\§7;

\

Benefits harder to identify, adoption issues
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0|7 || Pl || VS — Product status

No clear benefits, or major adoption issues
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Vs

Product patented or significant other barrier

® 7\

It will not be easy to replicate.

PR Q P 3(cd D] V2 - Product adoption
) i Y|+

0\9 D\o ?0\0 ; ?;‘3"0‘0 | V4 — Ent. Experience

Anyone could copy it easily.

e Z?"e ?7?‘?1_: E{b V1- Market potential

-

Edeuis

\‘yw‘\'ﬁ?’) \ ‘?b\o ?Z \ V8 — Fin. Projections

ol-lolo— \ O|G|=|— \ Rejection - high risk

Vy

Significant relevant experience

oo DA BB [ B[R
ﬁf-lsh)-ﬁﬁ-\l o [0 |V |\ Reference

D
+

\rd
VY

vl
-+

»
aally

o ]

Limited experience, appropriate knowledge

No evidence of required experience

Finished product

Design complete - technical issues addressed

Needs more research and development

Vs

Realistic marketing plan/ distribution partner

Options identified — no agreements in place

Limited thought given to distribution issues

V3

Customers in place, committed to purchase

Customers engaged in development project

No first customers identified.

Sound business model and cash management

Bkl ol LA bd kel kil bd Kol A Ed kel i Ed Kol d Ed el il Kol i s

Unclear profitability, limited cash manage

No evidence of profit or cash management

Venture criteria coded A+ - C- (C ratings usually fatal flaw) Rejection coded as 0

Table B: Sample coded data for elimination due to insufficient return or excess risk
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Coding instructions for coding sheet B — identifying behaviors as manifestations of characteristics

Form information; Coding date: Your initials: (Reference will be added by ALM)

Code Entrepreneur: Name of principle entrepreneur (Use CBC designation)

Coding mandate — Observe behaviors of entrepreneur and reaction of BAs so that at the end of the interaction you can the 11
aspects of the characteristics described below on a scale of 1 — 5. Coding should be based on the relative score in relation to the other
entrepreneurs and strongly consider the reactions of the BA (look for follow up questions from BA to inform coding schema). Try not to
code everyone 3 for every characteristic. Note high levels of traits should be coded 5 — even if they seem to have a negative effect on BA.
Code: offer: (1 is offer made, 0 is no offer made)

CD, ED, TD: Code overall impression of each of the 11 characteristics listed (at end of interaction

Characteristic Description Example of low score Example of high score
CD1 Technical expertise Limited evidence of technical Demonstrates ability to solve
Competence Management ability issues involved in product dev. complex technical issues
Social skills Poor presentation skills Professional presentation skills
CD2 Critical Manage risk Provides little evidence of ability = Responds to questions with novel
riiea Develop innovative solutions to “think outside the box” solutions that address problem
thinking . .. .
facility Solve problems / good Recounts previous poor decisions Shows ability to make good
decisions without realizing errors decisions under pressure
CD3 N Identify opportunities Little evidence that knows howto  Addresses specific challenges of
ew Establish organization build an organization establishing new organization
resource . . . .
. Gather resources / build No external connections or social ~ Wide network of relevant
skills .
networks networks connections who can be accessed
ED1 No evidence of prior Proven track record of leadership
Prior Startup familiarity management or leadership (not necessarily business)
activities Leadership familiarity experience Strong track record of creating
Track record No record of establishing new and sustainable
anything new (or of success) organizations
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Characteristic Description Example of low score Example of high score
ED2 Technology familiarity No evidence of technical skills Stropg evidence of technical skills
Relevant . . required
Industry or domain required ]
knowledge . . . Profound understanding of
familiarity Limited understanding of market .
marketplace and competitors
ED3 No evidence presented of Oftep a degree (does not have to
e be directly relevant)
_ Formal programs participation in any form of . L
Education . . Evidence of participation in
Informal training training or post-secondary = _
) relevant training/professional
education
development
TD1 Confident / high conviction Low level of confidence - difficult Extreme confidence - not always
Emotional Optimistic / ext. control to see leadership willing to take feedback
stability orientation Unclear has the vision to Estimates high likelihood of
Autonomy / self-efficacy overcome adversity positive outcome
TD2 Enthusiasm / passion o Views business as his or her
. . Introverted and uninspiring “ » .
_ Energetic / outgoing _ baby” and can be over-protective
Extraversion . . ) Gathers excessive data before . . .
Action orientation / . . Leaps into things without full
. making decision . :
proactive information
TD3 Explore novel ideas Not clear has ability to overcome Identifies many opportunities,

Openness to

Innovative/Easily adaptable

problems or pivot business

keeps refocusing business plan

experience Willing to take risk High risk aversions Willing to take on high risk
TD4 i}rll('zze:itt/ trustworthy / Doesn’t provide straightforward  Open and frank, discloses
Agreea- . sty answers to questions information freely
Listens to feedback / : . . s
bleness svmpathetic Provides limited evidence of Willing to rely on anyone who
ymp successful partnerships offers to help
Develops networks
TD5 Motivated / need for . . . . Strong work effort / continues
. : Limited evidence of inner drive :
Conscient- achievement . .. o despite setbacks
. . or planning and organizing ability .
iousness Dependable / organized / Gives us easil Organized
Committed / persistent Y Wants to make a difference
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Coding sheet ref: B
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Date of coding:

Entrepreneur

No.

Entrepreneur behaviors coded as evidence of high levels of characteristic (5), average level (3) or low level (1)

Outcomes coded as 1 offer made, 0 no-offer and 1 proceed to next stage, 0 do not proceed
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Entrepreneur behaviors coded as evidence of high levels of characteristic (5), average level (3)orlow level (1)

Outcomes coded as 1 offer made, 0 no-offer and 1 proceed to next stage, 0 do not proceed

Table C: Sample coded data for elimination due to excess managerial risk
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Coding instructions for coding sheet T — identifying trust behaviors

Your initials (Reference will be added by ALM)

Form information;

Code Entrepreneur:

Coding date:

Name of principle entrepreneur (Use CBC designation)

Coding mandate — Observe interaction and code for each example of trust behavior (by type) that builds, damages of violates
trust. For trust violation explain why trust is violated not damaged. Code offer, acceptance & controls: similarities & presentation
Code: offer: (1 is offer made, 0 is no offer made), acceptance (1 is offer accepted, 0 is not accepted)

Code similarities: (1 is there an identified similarity between one of the BAs and the entrepreneur, 0 there is no similarity noted)
Code presentation quality scale of 1 — 5 (where 1 is poor & 5 is excellent) Code controls (1 control introduced, 0 no control)

T1 - T12: Code instances of trust building (X), trust damaging (D), or trust violating (V) behaviors

Trust Behavior

Trust building examples

Trust damaging examples

Trust violating examples

Displays of behavior that

Shows inconsistencies between

Fails to keep promises and

2 Consistenc ) ) :
§ Y confirm previous promises words & actions agreements
e Exhibits concern about well- Shows self-interest ahead of Takes advantage of others when
2 Benevolence . ) X
2 being of others others’ well being they are vulnerable
z . Actions confirms shared values  Exhibits behaviors sometimes Demonstrates lack of shared values
=~ Alignment N . . . o .
and/or objectives inconsistent with declared values and willingness to compromise
Displays relevant technical Shows lack of context specific Misrepresents ability by claiming to
Competence . . o .
0 and/or business ability ability have non-existent competence
= i Demonstrates relevant work Relies on inappropriate . .
= Experience . : > On IApprop . Misrepresents experience
= and/or training experience experience to make decision
< Judgment Confirms ability to make Relies inappropriately on third Judges others without giving them
g accurate and objective decisions  parties the opportunity to explain
Disclosure Shows vulnerability by sharing ~ Shares confidential information Shares confidential information
confidential information without thinking of consequences likely to cause damage
o0 —
=) o Reluctant to delegate, or Is unwilling to rely on
= . Shows willingness to be . ;
» Reliance . introduces controls on representation by others, or
= vulnerable through task delegation . , o S
& subordinates’ performances dismisses participation
Receptive-  Demonstrates ‘coachability’ and  Postpones implementation of ideas
P o Y P mp ' Refutes feedback or blames others
ness willingness to change / makes excuses for failures
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Trust Behavior Trust building examples Trust damaging examples Trust violating examples

v Provides truthful and timely Unintentionally misrepresents or ~ Deliberately misrepresents or

2 Accuracy . . . . .. . .

= information delays information transmission conceals critical information

3] . .

= . Explains details / consequence . N :

g Explanation P . nsequ Ignores request for explanations Dismisses request for explanations
= of information provided

g Openness Open to new ideas or new ways  Does not listen or refutes Shuts down or undermines new

o p of doing things feedback ideas

S: Code Entrepreneur/BA similarities (Code: 1 for similarity observed, 0 for no similarity observed)

Type of similarity Examples noted in BA comments (made to entrepreneur or other BA
i.  Ethnicity/background Common culture or geographic heritage noted (i.e. both are immigrants/single mothers)
ii. Education/Industry Common University or Company experience (i.e. both graduated from same university)
iii. Interest Common sport or pastime (i.e. both like horse riding)

P: Code Presentation Quality (Code: 1 for poor quality, 5 for high quality)

Type of similarity Examples noted in BA comments (made to entrepreneur or other BA

1 Poor Limited evidence of critical factors, lack of confidence, incomplete information, looks amateurish
Average Presents critical factors, not polished, knows information but does not volunteer, unimpressive
5 High Highlights important critical factors, professional, responds to questions, engaging, polished

C: Code Introduction of Controls in relationship (Code: 1 for controls introduced, 0 for no controls)

Examples BA owns more than 50% of the company or issued special share
BA introduces own employee to operate at senior management role
BA required to sign checks or make major hiring decisions
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Examples of trust building, damaging and violating behaviors

Behavior Trust effect
A. Entrepreneur refuses new and improved investment offer because she Builds trust through consistency
has already committed to first investor
B. Entrepreneur offers to stay late to keep office open so that employee can Builds trust through benevolence
go home to take care of personal issue
C. Entrepreneur provides information about challenging technology issues Builds trust through benevolence
that another person may have failed to disclose
D. Entrepreneur allows friend to represent company at important customer Builds trust through reliance
meeting because unable to travel for health reasons
E Entrepreneur listens to feedback from BA and incorporates changes Builds trust through receptiveness
based on advice into business plan
E. Entrepreneur espouses the idea of a multicultural working environment Damages trust through lack of alignment
but 90% of employees are white
G Entrepreneur has been trained in computer programming but shows lack Damages trust through lack of competence
of basic skills required to design software programs
H. Entrepreneur requires employee travelling on work to file daily reports Damages trust through lack of reliance
on work plan and daily accomplishments
L Despite promises to pay, entrepreneur fails to pay supplier when Damages trust through lack of consistency
payment due because of unforeseen cash flow issue
J. Entrepreneur promises to pay supplier on time despite the fact that he Violates trust through deliberate
knows that no money is available inconsistency between words and actions
K. Fires employee for poor performance without being willing to listen to Violates trust through making poor judgment
an explanation about extenuating circumstances. (that could have been avoided if he had

listened)
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Date of coding: Coder: Coding sheet ref: T

No. | Entrepreneur

6. Receptiveness
7. Competence
8. Experience

9. Judgment

10. Accuracy
11. Explanation
12. Openness
Offer (1/0)
Accept (1/0)
Controls (1/0)
Similarities
(1/0)
Presentation (1-
5)

1. Consistency
2. Benevolence
5. Reliance

3. Alignment
4, Disclosure

Entrepreneur behaviors coded as X — trust building, D — trust damaging, V — trust violating

Controls indicated based on linking control to trust damage (1 - 12) (no indication if no control)

Similarities coded as 1 if obvious similarity recognized by Dragon, 0 if none obvious, Presentation coded on scale 1 (poor) — 3 (average) — 5
(high)

Outcomes coded as 1 offer made, 0 no-offer and 1 offer accepted, 0 not accepted
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Entrepreneur behaviors coded as & ~ trust building, D —trust damaging, V — trust violating

Controls indicated based on linking control to trust damage (1 - 12) (no indication if no control)

Similarities coded as 1 if obvious similarity recognized by Dragon, 0 if none obvious, Presentation coded on scale 1 (poor) - 3 (average) — 5 (high)

Outcomes coded as 1 offer made, 0 no-offer and 1 offer accepted, 0 not accepted

Table D: Sample coded data for elimination due to excess relationship risk
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