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Black and Gilson thesis:

The optimal contract between the
entrepreneur and the venture
capitalist is;structured around the
availability;of:theventure capitalist's
exit through an1Po;
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e [PO availability explains why mnovatierased
Spin-offs occur in much greater numbers in the
/" United Stat\qs than in Germany or Japan.

e Theory: moresWibrant*“public equity market in the
United Statesfmakesitnis optifmal form of: venture
capital contract-merelavailable;in the United States
than elsewhere. )




° FIexibIé Busiﬁesém'lfﬁrms

o Corporate Gov%rn)ance and
Disclosure. = \

e Tax Neu rallty

e Entrepr




Limited Liability

Partnership

Limited
Partnership

Entrepreneur



GEVEMENGCE aENPISEESUE

¢ ! — o -
e Vibrant Equity I\/[éket for IPO Exit \%/
Requires: ) ~

° Non-ébntrol Shareholder Protection /
e Initial.and Ongoing Corporate Disclosure
e Market




o Tax __Neutra‘ﬂigy — US-Check-the-Box \ [
e Corporate,vs. Partnership Taxation
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e Need for Mobiiity' b \E/
e Employees of Established F|rms\L~ei|ng j
/ Good! Ideas are not)[mplemented (

o Creatlna an Entrepreneurial Climate
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