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RUNNING A BUSINESS DECEMBER 15, 2011

Entrepreneurs are f inding that it's eas\ to start a
business but hard to build one. Angus Loten discusses
how  entrepreneurs are linking up w ith angel investors
on digits.

Angus Loten/The Wall Street Journal

Katherine O'Neill of JumpStart New  Jerse\ Angel
Netw ork, listened to a pitch b\ an entrepreneur at a
netw orking event last w eek in New  York.

B\ ANGUS LOTEN

Budding entrepreneur Eric Bolden had never met an angel investor until he tried pitching a business idea to a

few of them.

Last week, the retired prison guard showed up at a midtown

New York loft for an event that connects entrepreneurs with

investors to see whether he might get, say, $50,000, from the

angels²wealthy individuals who provide capital to start-ups

with the potential for fast growth.ϝ

Mr. Bolden, dressed in a suit and tie, took to the microphone

for a two-minute pitch, clutching his crumpled notes of the key

selling points for his idea²a police handgun identification

signal, complete with a flashing alert. The proposed device is

meant to protect plain-clothes officers from friendly fire.ϝ

ϝAngel funding has become increasingly available to

entrepreneurs like Mr. Bolden, whose product ideas are in the

earliest stages.ϝ

Of the $8.9 billion in total investments by angels in the first

half of this year, 39% went into seed and start-up ventures, up

from 26% of $8.5 billion in total investments over the same

period in 2010, according to data from the University of New

Hampshire's Center for Venture Research.ϝ

The number of businesses overall that received angel funding

over the first half of the year increased 4.4%, compared to the

same period a year ago, with the average angel investment

measured at $338,400 per start-up, according to the data.

Jeffrey Sohl, director of the Center for Venture Research, says

he expects start-up investing by angels to remain solid in 2012.ϝ

The 48-year-old New Yorker has sunk more than $60,000 of

his savings into building a prototype of his police handgun

signal²a concept that came to him two years ago after an off-

duty cop was shot dead by fellow officers while pursuing a

robbery suspect. ϝ
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Chasing the New Angel Investors
Entrepreneurs Find The\ Need More Than a 'Great Idea' When Pitching to Potential Backers
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In the f irst of a series of reports that looks inside the
w orld of venture capital and tech start-ups, WSJ's And\
Jordan profiles a start-up "chatID" as it goes through an
accelerator program and also looks at w hat some
consider a glut of seed-stage companies.

More

Cloud\ Funding Forecast Ahead For Start-Ups

ϝ"I WKRXJKW I FRXOG ZDON LQ WKHUH ZLWK D JUHDW LGHD DQG VRPHRQH

ZRXOG ZULWH D FKHFN," MU. BROGHQ VDLG DIWHU PDNLQJ KLV

SUHVHQWDWLRQ ODVW ZHHN. ϝ

BXW, DV MU. BROGHQ LV GLVFRYHULQJ, PDQ\ DQJHOV DUH PRUH

GHPDQGLQJ WKDQ WKH\ ZHUH EHIRUH WKH UHFHVVLRQ.

"II \RX GRQ'W KDYH DQ\ VNLQ LQ WKH JDPH, KRZ FDQ \RX H[SHFW

DQJHOV WR SXW XS WKHLU RZQ PRQH\," VD\V KDWKHULQH O'NHLOO,

H[HFXWLYH GLUHFWRU RI JXPSSWDUW NHZ JHUVH\ AQJHO NHWZRUN,

ZKR DWWHQGHG WKH QHWZRUNLQJ HYHQW ODVW ZHHN. SKH ZDVQ'W

SDUWLFXODUO\ LPSUHVVHG ZLWK DQ\ RI WKH SLWFKHV VKH KHDUG, VKH

VD\V, EHFDXVH VKH WKRXJKW WKH EXVLQHVV SODQV VHHPHG "SUHWW\

XQIRUPHG."

DDYLG FUHVFKPDQ, IRXQGHU RI WKH ARC AQJHO FXQG, VD\V DQJHOV

DUH QRZ PRUH OLNHO\ WR DVN IRXQGHUV DQG HQWUHSUHQHXUV WR

SURYLGH WKHP ZLWK SURWRW\SHV RI IOHGJOLQJ SURGXFWV, EHWD-WHVWHG ZHEVLWHV DQG H[WHQVLYH PDUNHW UHVHDUFK.

OQH SRVVLEOH IDFWRU GULYLQJ DQJHOV' JUHDWHU GLOLJHQFH LV WKH ULVH RI DQJHO DOOLDQFHV, ZLWK LQGLYLGXDOV EDQGLQJ

WRJHWKHU WR LQYHVW LQ VWDUW-XSV WR VSUHDG WKH ULVN.

BHWZHHQ 10,000 DQG 15,000 DQJHOV DUH EHOLHYHG WR EHORQJ WR DQJHO JURXSV LQ WKH U.S., ZKLFK VSUHDG ULVN DURXQG

E\ V\QGLFDWLQJ GHDOV EHWZHHQ PHPEHUV, DFFRUGLQJ WR WKH AQJHO CDSLWDO AVVRFLDWLRQ. TKH OYHUODQG, KDQ.-EDVHG

WUDGH JURXS VD\V WKH QXPEHU RI DQJHO JURXSV KDV WULSOHG VLQFH 1999.ϝ

TKH JURXS-LQYHVWRU DSSURDFK RIWHQ UHVXOWV LQ D PRUH IRUPDO UHYLHZ SURFHVV EHFDXVH SRWHQWLDOO\ GR]HQV RI

SHRSOH KDYH WR UHYLHZ DQG GLVFXVV WKH SRVVLEOH ULVNV DQG UHZDUGV, MV. O'NHLOO DGGV.ϝ

ϝAQRWKHU SRWHQWLDO IDFWRU: DQ XQGHUVWDQGLQJ DPRQJ DQJHOV WKDW YHQWXUH FDSLWDO UHPDLQV YHU\ KDUG WR FRPH E\ IRU

PLGVWDJH FRPSDQLHV.ϝ

ϝWLWKRXW WKLV YHQWXUH FDSLWDO IXQGLQJ GRZQ WKH URDG, LW FRXOG EH PRUH GLIILFXOW IRU DQ DQJHO-IXQGHG VWDUW-XS WR

HYHU EHFRPH SURILWDEOH, RU WR EH YLHZHG DV DQ DWWUDFWLYH DFTXLVLWLRQ WDUJHW E\ D ODUJHU FRPSDQ\, PDQ\ DQJHO

LQYHVWRUV VD\.ϝ"YRX GRQ'W ZDQW WR EXLOG D EULGJH WR QRZKHUH," VD\V JRVK LHUQHU, ZKR WHDFKHV ILQDQFH DQG

HQWUHSUHQHXULDO PDQDJHPHQW DW HDUYDUG BXVLQHVV SFKRRO.

ϝIQ UHVSRQVH WR DQJHOV' LQFUHDVHG VFUXWLQ\, PDQ\ HQWUHSUHQHXUV VD\ WKH\ DUH VSHQGLQJ VXEVWDQWLDO DPRXQWV RI

WLPH DQG PRQH\ RQ WRROV, SURSV DQG UHVHDUFK WKDW FRXOG KHOS GHPRQVWUDWH WKH YLDELOLW\ RI WKHLU LGHDV LQ WKH

PDUNHWSODFH.ϝ

"TKHUH'V IDU PRUH VFUXWLQ\ QRZ," VD\V MD[ BHOHQLWVN\, DQ HQWUHSUHQHXU ZKR VSHQW WKH SDVW WZR \HDUV WU\LQJ WR

JHW LQYHVWRUV WR QRWLFH KLV TH[W-A-CDE VPDUW-SKRQH UHVHUYDWLRQ V\VWHP IRU WD[LV DQG OLPRXVLQHV.

A IRUPHU YLFH SUHVLGHQW DW GROGPDQ SDFKV GURXS IQF., KH VD\V KH UDLVHG $100,000 IURP IULHQGV DQG IDPLO\ DQG

QRZ QHHGV DV PXFK DV $500,000 IRU IXUWKHU GHYHORSPHQW DQG PDUNHWLQJ FRVWV WR "IOLS WKH VZLWFK" DQG WDNH

SD\PHQWV IURP FXVWRPHUV RQ WKH ZHEVLWH.

"TKH\ ZDQW WR VHH LPSOHPHQWDWLRQ," KH VD\V RI SRWHQWLDO DQJHO LQYHVWRUV. "TKH\ ZDQW WR VHH WKH ILUVW 1,000 XVHUV

[RI WKH ZHEVLWH] DQG KRZ UHYHQXH LV JHQHUDWHG." ϝ

LL]D DH\UPHQMLDQ, WKH IRXQGHU RI SKRSTRNR.FRP, DQ RQOLQH IDVKLRQ DQG DFFHVVRULHV ZKROHVDOHU IRU LQGHSHQGHQW

UHWDLOHUV, VD\V SURVSHFWLYH DQJHO LQYHVWRUV LQ KHU FRPSDQ\ KDYH DVNHG IRU D EUHDNGRZQ RI DOO WKH UHFHQW

WUDQVDFWLRQV RQ WKH VLWH, DV ZHOO DV VSHFLILFV RQ KHU WDUJHW PDUNHW DQG RWKHU GDWD. AIWHU UDLVLQJ $250,000 IURP

IULHQGV DQG IDPLO\ WR JHW KHU VLWH XS DQG UXQQLQJ LQ OFWREHU, VKH LV QRZ VHHNLQJ DQ DGGLWLRQDO $1.5 PLOOLRQ WR

VFDOH XS DQG UHDFK PRUH UHWDLOHUV.

"TKH\ ZDQW WR VHH D EXVLQHVV WKDW LV XS DQG UXQQLQJ," VKH VD\V.ϝ
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"The\ ZanW Wo Vee a bXVineVV WhaW iV Xp and UXnning," Vhe Va\V.ϝ

To be VXUe, WheUe'V a chance WhaW angel inYeVWoUV coXld loVe WheiU heighWened appeWiWe foU inYeVWing in VWaUW-XpV.ϝ

AboXW 58% of YenWXUe capiWal pUofeVVionalV Va\ Whe\ e[pecW WheUe Wo be an oYeUall VhoUWage in Veed oU eaUl\-

VWage fXnding in 2012, accoUding Wo a neZ VXUYe\ fUom Whe NaWional VenWXUe CapiWal AVVociaWion and DoZ JoneV

& Co. DoZ JoneV oZnV alVo The Wall SWUeeW JoXUnal.ϝVenWXUe capiWalV aUe inVWiWXWional inYeVWing fXndV.

Of coXUVe, man\ VeaVoned enWUepUeneXUV ZiWh pUoYen WUack UecoUdV aUe and Zill Uemain able Wo geW fXnding ZiWh

liWWle moUe Whan a back-of-Whe-enYelope, oU infoUmal, piWch, angel inYeVWoUV Va\.

MU. Bolden Va\V he iV poliVhing hiV piWch. He iV cXUUenWl\ deYeloping a ZebViWe WhaW he hopeV ma\ help Wo lXUe

angel inYeVWoUV, inclXding WhoVe oXWVide of NeZ YoUk. The ViWe Zill VhoZ Yideo demonVWUaWionV of hoZ Whe gXn

Vignal ZoUkV.

BXilding iW ma\ coVW him anoWheU feZ WhoXVand dollaUV aW Whe YeU\ leaVW, he Va\V.ϝ

²Zoran Basich contributed to this article.ϝ
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