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Abstract

This study examines 32 independent and corporate venture capital firms investing in biotechnology and medical device companies. When investing

funds in entrepreneurial companies, life science venture capitalists prefer direct involvement over involvement through a third-party fund. Early stage

and seed stage are the most and least popular stages, respectively, at which venture capitalists prefer to invest. In our sample, 80% of all firms almost
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always or frequently use carried interest in portfolio businesses and about 20% never use it. The preferences of the venture capital firms that award

low- and high-powered incentives in the sourcing of deal flows and designing contracts are significantly di�erent. The incentive system of venture

capital firms is shown to play an important role in promoting an active investment behavior.
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