
INDUS TR YANAL YSIS

The government sees venture capital as a catalyst for facilitating economnic development. It
can stimulate new, desirable econommc activity by pooling risk capital with entrepreneurial
talent and advanced technology or innovative business concepts to create new products
and companies. With this in mind, the EDB has identifled f ive factors for generating a
successful venture investment climate:

*An ample supply of risk money, namely investors
*An ample supply of available investment projects andi entrepreneurs
*A mechanism for matching investors with entrepreneurs
*The presence of divestment mechanisms
*A congenial, modem business environment

Because of its youthful nature, the Singapore venture capital industry is undergoing some
difficulties in its development. In particular, there have been some difficulties with
Singapore funds invested in the region. Since the alms and means of venture capitalists
are not widely known, there is an element of distrust by investors, govemment authorities
and entrepreneurs. Thailand, Malaysia, Indonesia and the Philippines ail have nominee
laws that prohibit majority ownership in any foreign venture in those countries.
Businessmen and govemnment authorities alike are apprehensive about losing control of
their interests to what they perceive as the whims of out-of-touch foreigners.

Currently, there is both a shortage of entrepreneurs with experience and skills and a
shortage of venture capital prof essionals. The inf 10w of money has been enormous; thus,
compounding the clearth of qualified people is the problemn of 100 much money chasing 100
f ew quallty business prospects. The result has been export of capital 10 the United States
where the venture capital industry is well established in places like Silicon Valley and
Boston. Hence opportunities exist for foreign SMEs from establlshed venture investment
countries since none of the funds is fully invested.

With these challenges has corne progress. Tax incentives are belng discusseci in Thailanci
and Malaysia. There has been an influx of investment managers from other professions,
and ventura capitalists are leaming to work within the vanous eciuity rules. As the industrv


