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Abstract

This paper aimed to describe Indian angel investors to represent the emerging economies and identify the similarities and
differences among the angel investors of emerging and developed economies by comparing six major angel markets worldwide.
Indian data sample consisting of 732 transactions made by 405 angel investors from 2014 - 2018 were collected from the
established data sources. Relevant data of other markets were taken from published journal articles and reports. We found that
Indian angel investors are predominantly male, middle-aged, well-educated, and metro-cities residents. They preferred the pre-
seed stage, technology sector, and closely located startups. Generally, they invested about $20,000 in an interval of one-and-half
years and strongly preferred syndication. We also identified a significant heterogeneity between the angel investors in emerging
and developed economies. Unlike emerging economies, the developed economies have comparatively older angels with more
female presence and varied educational backgrounds. They make larger investments in lesser time intervals, about $28,200 in
eight months. The widespread investors make long distanced investments in diversified sectors, thereby stimulating balanced
growth, geographically and across sectors. This heterogeneity can be attributed to structural, economic, institutional, legal, and
cultural differences between different economies. The definition describing the Indian angel investors, specifically reflecting the
emerging economies and heterogeneity nature identified among the angel investors of different economies, is the key
contribution of this paper. These findings would help entrepreneurs finetune their fundraising strategies and aid policymakers in
promoting a robust startup ecosystem to facilitate angel investors’ active participation and the resultant growth of
entrepreneurship and the economy.
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ngel investors are a funding engine for early-stage enterprises (De Clercq etal., 2012) who act as a bridge
between the incubation and venture funding stage, but they are highly invisible due to their confidential,
fragmented, and private nature (Mason et al., 2013). Extant research described angel investors as well-
educated, middle-aged, male, with considerable business experience as a founder or as an executive or
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professional, often wealthy, invest their own money, willing to take risks, stimulated to develop new ventures,
seek long-term commitment in investee companies, and have a vast network of contacts (Edelman etal., 2017). As
it reflects the developed and emerging economies that are different from developed ones in terms of structural,
economic, institutional, infrastructural, legal, cultural, and other aspects (Cumming & Zhang, 2016), emerging
angel investors warrant an exclusive definition. The existing literature is void of such a specific definition to the
best of our knowledge. Hence, we endeavor to address this gap by describing one of the fastest-growing angel
markets in the world, that is, India. We aim to shed light on the angel investor's background and investment
preferences.

We used a unique dataset of 732 investments made in India by 405 angel investors from 2014 —2018 to analyze
the Indian angel market. Our analysis found that Indian angel investors are predominantly male, with an average
age of 43 years. They are well educated and are by and large domiciled in metropolitan cities. The average
investment is around $20,000, and they mostly make syndicated investments in technology startups in the
pre-seed stage. They strongly prefer to invest in geographically proximal ventures, and the duration between two
investments is 18 months.

We also aim to compare the angel investors across the world by considering the angel markets of India, China
(Asia), Argentina (South America), representing emerging economies, and Australia, USA (North America), and
Europe representing developed economies. Our analysis reveals significant heterogeneity between the
characteristics of angel investors in emerging and developed economies. Angel investors in developed countries
are comparatively older, have a higher proportion of female angels, a higher investment size of around $28,200,
and a lesser time interval between two investments, that is, about eight months. They make long distanced
investments in diversified sectors and nascent/early-stage ventures. These findings will be helpful for the angel
investors, entrepreneurs, policymakers, and the economy as a whole.

Literature Review

The literature on entrepreneurship is quite rich from the perspective of entrepreneurs and venture capitalists. But
the academic interest in the field of angel investments is more recent, which might be partly due to the
long-established and repeatedly founded fact that the angel market has an invisible, private, and fragmented
component. The earlier studies described an angel investor as a person who provides capital to a private business
owned and operated by someone else who is not a friend or family member (Shane, 2012). A middle-aged male
with a high level of education, entrepreneurial experience, and an above-average income makes relatively smaller
investments in a new business started by a stranger (Diaz-Moriana & O'Gorman, 2013). An individual investor
invests his/her own money directly, makes his/her own (final) investment decisions, invests predominantly in
seed or startup companies with no family relationships, invests with a medium to a long term set timeframe, and
provides follow-up strategic support to entrepreneurs from investment to exit (Dibrova, 2015). Emerging angels
are typically younger and invest smaller amounts than conventional angels (Nath, 2015). Though these definitions
are more or less appropriate, the cultural and institutional differences in different economies warrant
contextualization.

The information gap in the angel market impedes their active involvement in startups (Nath, 2010; Vennila &
Santhiyavalli, 2016), badly on emerging economies' angel markets (Chaudhury et al., 2019). We could identify
only 14 studies over the last 10 years on the Indian angel market, despite being the third-largest startup economy in
the world. Hence, it is imperative to analyze and understand the Indian angel market in detail, which will give a
better understanding of India and shed light on the angel investments' phenomenon of the emerging economies.

Moreover, most of the extant literature compared the status of angel investors of a country over different
periods to measure the market's growth. For example, USA (Mitteness et al., 2012) and Singapore
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(Wong & Abrams, 2017). They compared two different other countries to understand the countries' relative
positions, for example, German with European angels (Helmut & Schillo, 2011); Argentina with USA, Europe
(Pereiro, 2001); Scotland with the UK; and Australia (Mason et al., 2013) with USA (White & Dumay, 2018). It is
worthy to note that most of these comparisons were between developed countries, and a comparison between
emerging and developed economies' angel markets is not available.

The identified research gaps reflect the current nature of angel investors as a field of research, especially in
emerging economies that are unexplored and have huge potential for future contributions. Hence, this study
attempts to address these research gaps by analyzing the Indian angel investors in-depth and comparing the
emerging economy's angel investors with the developed ones.

Research Methodology

Research Questions

This study aims to define the characteristics of Indian angel investors, understand the trajectory of angel
investments in different countries, and compare the angels of emerging economies like India, China, and
Argentina with the developed economies like the USA, Europe, and Australia. The angel investors across various
economies were analyzed, assessed, and compared in three different verticals (Figure 1) as given below:

% Angel investors' demographics (age, gender, education, experience, and location).

% Investment behavior (number of investments and syndication).

% Investment preference (geographical and industry preferences).

Figure 1. Study Framework — Analysis of Angel Investors
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Data and Methodology

To analyze the Indian angel market, we used a unique dataset of 732 investments made by 405 angel investors
from 2014 —2018, collected from multiple sources, such as Venture Intelligence, VCCEdge, The Chennai Angels
Keiretsu Forum, Dealcurry, and compiled the data. After sanitizing the compiled investment data, the personal
details of angel investors were collected from professional networking sites like LinkedIn and added to make the
dataset comprehensive. Such a personally curated dataset allows us to explain the nuances of the angel investor's
background and preferences.

Further, we compared the angel investors in India with five other major angel markets worldwide, that is,
China, Argentina, Australia, the USA, and Europe. The relevant data of the countries were taken from published
journal articles and reports like China (Ding et al., 2014; Li et al., 2014; Xiao & Ritchie, 2011); Argentina
(Ergo, 2011; Pereiro, 2001; Pradilla, 2012); Australia (Australian Government, 2020; White & Dumay, 2018);
Europe (Collewaert & Manigart, 2016; Harrison et al., 2010; Harrison et al., 2015; Harrison, 2017; Mason et al.,
2016,2019; Mason & Harrison, 2011, 2015); and USA (Huang et al., 2017; Shane, 2009). These studies acted as
the sources for the tables and figures of'this study.

Analysis and Results

The results are presented and discussed along three verticals : (a) Angel investor's demographics, (b) investment
behavior, and (c) investment preferences.

Angel Investors’ Demographics

Are the Age of Angel Investors the Same in Different Parts of the World ?

While the global average age of angel investors was 47 years, the average age of angel investors in emerging and
developed economies was 44 years and 49 years, respectively. The lesser age in emerging economies may be due

Figure 2. Average Age of Angel Investors
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to the more recent phenomenon of startup-type of entrepreneurship in these countries, which has younger venture
founders than those in developed countries. Since most angel investors are successful venture founders
themselves, the average age of angel investors in emerging countries is also lower.

Figure 2 shows the average age of angel investors in five countries and Europe. The average age of Chinese
angels (40 years) followed by Indian angels (43 years) is lower than the remaining countries. The high average age
of angels in the USA is probably a reflection of a mature startup ecosystem there. An implication of the lower
average age of angel investors in India is that angel funding rounds are likely to be lower, and investment rounds
are more likely to be syndicated. Entrepreneurs would have to consider this in their fundraising plans.

What Proportion of Angel Investors are Females?

The findings of existing studies reveal that although the participation of women in all economic spheres is
increasing, they still lag when it comes to making investments (Kumar & Kumar, 2020). The investment
preferences of male and female angel investors widely differ. For example, female angel investors are less likely to
make high-value investments than their male counterparts (Wong & Abrams, 2016), and they are more inclined to
make investments in social impact ventures (Huang et al., 2017). Thus, it can be seen that the gender of the angel
investor is an important parameter that influences their investment decisions.

Table 1 of this study shows that the global angel market is a male-dominated one with 85% male angels, which
is commensurate with the findings of existing studies (Lahti, 2011; Nath, 2015; Tenca et al., 2018). It is seen that
while both emerging (89%) and developed (82%) economies have predominant male participation, a higher
female angel investor's participation is noticed in China (emerging) and the USA (developed). A better sex ratio
and women entrepreneurship index, in the case of the USA and the startups' boom and the swift growth in high
net-worth individuals in China, are the probable reasons for better female participation.

It is also noticed that India, followed by Argentina, has lesser female angel participation. The probable causes
might be the presence of a lesser number of female entrepreneurs; a larger proportion of angel investments are
made in the male-dominated technology sector; favorable societal norms and privileges are given to the males in
the patriarchal society; and men are more confident than women (Barber & Odean, 2001) as per behavior finance
theory. Although the angel market is gradually expected to move towards gender equality, it might take a long time
before a tangible shift is witnessed in emerging economies.

Table 1. Gender of the Angel Investors

Emerging Economies Developed Economies
Particulars India China Argentina Australia Europe USA Global Average
(1a) Male angels 98% 77% 92% 85% 89% 71% 85%
(1b) Female angels 2% 23% 8% 15% 11% 29% 15%
Average - Emerging & Male = 89% Male = 82%
Developed Economies Female =11% Female = 18%
(2) Sex Ratio (Population) 1.08 1.06 0.98 1.01 0.99 0.97
(3) Women Entrepreneurship 70 48 55 2 3 1

Index Ranking, 2015

Note. This table describes the Gender diversity in (1) angel population, (2) total population, and (3) Women Entrepreneurship Index
Ranking, 2015 (published by The Global Entrepreneurship Development Institute, Washington DC) across different economies.
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The implication of lower participation of female angel investors in emerging economies (except China) is the
underutilization of potential capital from female angels. We hypothesize that developing more quality women
entrepreneurs will enhance female angel investors' participation. To make this happen, there is a need to develop a
simple, transparent, and conducive environment that allows more women angel investors to participate, and the
policymakers have to consider this. Further, the entrepreneurs have to explore and approach female angel
investors with the appropriate business proposals.

Angel Investors: How Well-Educated Are They?

Existing studies witnessed education as a factor that influences the investment decisions of angel investors at
different levels (Tenca et al., 2018). Adhana (2020) stated that education has a moderate effect on the investment
decisions of angel investors. In contrast, it was found that the learning process mostly happens outside the
universities through experiential learning from others. This section attempts to assess the level of education of
angel investors across different economies.

Confirming the extant studies, the current study finds that the angel investors are highly educated globally, that
is, 40% are undergraduates, and 46% are post-graduates/professionals. Interestingly, the angel investors of
emerging economies comparatively possess more education than developed ones. With this, we hypothesize that
the opaque and nascent phenomenon of the angel markets of emerging economies is hindering the participation of
not-so-educated investors. As the majority of the adult population in emerging economies are not graduates
(for example, only 6.70% of'the Indian population are graduates and above, as per the Indian Census Report 2001),
the lower percentage of non-so-educated angel investors are in emerging economies. This indicates the
availability of untapped and underutilization of potential capital. Further, it also sheds light on a lesser level of
awareness about entrepreneurship and the angel market for the people outside the startup community in emerging
economies. The policymakers have to consider this to develop a strong startup ecosystem.

Table 2 shows that most angel investors are post-graduates/professionals in India and the USA. This fact,
combined with the lower average age of angel investors in India, assumes many angels are in the beginning stage
of their careers. The implication is that the angel funding rounds are likely to be lower and more syndicated.

Table 2. Educational Background of the Angel Investors

Emerging Economies Developed Economies
Angel Investors India China Argentina Australia Europe USA Global Average
(1a) Post Graduates 71% 58% 20% 12% 40% 73% 46%
and Professionals (%)
(1b) Graduates (%) 28% 40% 60% 42% 45% 24% 40%
(1c) Others (%) 1% 2% 20% 46% 15% 3% 15%
Average (Emerging & PG and higher = 50% PG and higher = 42%
Developed Economies) UG and above =92% UG and above = 79%
(2) Studied Business 60% na na na na 57% 59%
Management (%)
(3) Studied at Premier 83% na na na na na n.a

Educational Institutions (%)

Note. This table describes the (1) Educational level (PG and higher, graduates and others), (2) Special education - studied business
management, and (3) Quality of education - studied in premier educational institutions of angel investors across different economies.
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Entrepreneurs would have to consider this in their fundraising plans. The higher percentage of highly educated
angel investors in the USA (Huang et al., 2017) is probably a reflection of a cent percent literacy rate and a higher
percentage of college enrollment rate. The lower education level of Australian angels (54%) is probably because
of two distinct groups of angel investors, i.e., elderly angels with lesser qualifications and younger angels with
degrees or professional careers.

A major pitfall in making degree-based education comparisons is overlooking the quality of education. King et
al. (2016) found that the CEOs who graduated from premier institutions (which acts as a proxy for better
education) grasped grander performances. Hence, this current study introduces graduation from premier
educational institutions as a quality dimension for education. Table 2 shows that 83% of the Indian angel investors
studied either in premier Indian educational institutions like IITs, IIMs, or at overseas institutions. Further, the
majority of the angel investors in the USA (57%) and India (60%) possessed business management education. The
higher proportion of angels from premier educational institutions denotes the enhanced ability of people educated
at premier institutions to receive and assess the signals from an entrepreneurial market better than others.

Further, such exposure provides confidence, the right attitude, analytical skills, and management ability and, in
turn, more positive perceived behavior controls investing in the angel investment sector. This calls for the
Government's attention to establish an ample number of quality educational institutions across the country to
promote entrepreneurship. Further, entrepreneurs can also consider these insights to target more appropriate
angels by analyzing their backgrounds.

Is it True That Angel Investors Prefer to Stay in Tier-1 Cities?

Existing literature on the angel market indicates that the business angel market is not equally spread across
locations and results in an unequal distribution of the angel market (Harrison etal., 2010).

The current analysis results shown in Table 3 reveal that globally, 64% of the angel investors lived in
tierl/metropolitan cities. There was a difference in the domicile of the angel investors belonging to emerging and
developed economies. While the concentration of angel investors is more visible in emerging economies (77%),
they are relatively dispersed in developed economies. A severe imbalance is seen in India, where 93% of the angel
investors were living in metropolitan cities, which probably reflects the nascent level of the startup ecosystem,
inadequate infrastructure and connectivity, sparse number of business venture supporting institutions (technical
education, incubation centers), and deficient exposure on entrepreneurship market to the people outside the
startup community. Further, globalization has discriminatory effects on the cities of a nation, wherein the wining
cities, usually large, metro, tier 1 cities, do benefit significantly, and the losers are either left out without any
benefits or have adverse effects. This study confirms this discriminatory effect with a heavy concentration of
Indian angel investors (93%) and startups (95%) in large metropolitan cities. As many angel investors are

Table 3. Location of Angel Investors

Domicile of Emerging Economies Developed Economies

Angel Investors India China Argentina Australia Europe USA Global Average
Metro Cities 93% 78% 61% 68% 50% 34% 64%
Non-Metro Cities 7% 22% 39% 32% 50% 66% 36%
Average (Emerging & Metro =77% Metro = 51%

Developed Economies) Non-Metro = 23% Non-Metro = 49%

Note. This table describes the proportion of angel investors living in metropolitan and non-metropolitan cities across different
economies.
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successful venture founders, the concentration of startups in metropolitan cities leads to the concentration of angel
investors. This skewed concentration raises geographical imbalance in the startups' ecosystem (Annamalai &
Deshmukh, 2011). However, in developed countries, the concentrated venture capital investments in political,
financial, and technical clusters (Annamalai & Deshmukh, 2018) acts as a force driving business angels to flourish
in the peripheral regions and cater to the needs of the early-stage startups.

The imbalance witnessed in emerging economies provides three crucial insights to the stakeholders. First, the
entrepreneurs should explore and approach the potential angel investors living outside metro cities to tap the
unexploited resources available. Second, the angel community has to come together in a structured manner to
provide robust support in terms of knowledge, confidence, and opportunities to the angel investors. Third,
policymakers have to develop policies that promote the balanced growth of the startup ecosystem.

Are Angel Investors Often Retired Entrepreneurs?

It is found that prior entrepreneurial experience of the business angels makes them more capable of assessing
business risks (Usha & Kharvi, 2019).

Figure 3 shows the entrepreneurial experience of the angels in five countries and Europe. Globally, about
three-fourth of the angels are with entrepreneurial experience. This proportion varies as 77% and 70% in emerging
and developed economies, respectively. Despite being the third-largest startup ecosystem, India has fewer angel
investors with entrepreneurial experience (i.e., 53%). This lesser percentage is probably attributed to the more
nascent phenomenon of the startup market in India. The higher mortality rate of the startups, that is, about 25% of

Figure 3. Entrepreneurial Experience of Angel Investors
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the startups failed within the first 2 years of inception (NASSCOM, 2017), and the resultant loss to the founders
also hurdles the entrepreneurs to fund the new ventures actively. The developed countries like the USA and
emerging countries like China and Argentina have a higher proportion of angels with entrepreneurial experience
(above 80%). The growth of more successful startups and resultant cashed-out entrepreneurs due to the conducive
entrepreneurial environment prevailing in these economies might favor the higher proportion of entrepreneur
angel investors. This phenomenon supports the findings of Huang et al. (2017) that it is not only that angels who
create entrepreneurs, but entrepreneurs do also create angels.

Investment Behavior

This section discusses the investment behavior with the number of investments and level of syndication as the
indicators.

How Many Times Does an Angel Investor Investin a Year?

The average number of investments per annum differentiates the investors into serial or non-serial investors
(Edelman et al., 2017). Previous studies have shown that an angel investor, on average, makes one or two
transactions per year (McKaskill, 2009). This study analyzes the number of investments by angel investors across
different economies and finds that, on average, an angel investor made 1.27 investments per annum globally.
Further, as expected, the emerging economy's angels made a lesser number (1.10) of investments than the
developed economy's (1.43) angel investors. While the number of investments made by an Indian angel investor

Figure 4. Average Number of Investments in a Year
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in a year was shallow, i.e., less than one, Chinese angels made 1.20 investments in a year, which is almost double
that of Indian angels (Figure 4).

On the demand side, the characteristics of market, industry, product differentiation and innovation, adequate
number of quality deals, quality entrepreneurs (Harrison etal., 2016) influence the investors to invest. Further, on
the supply side, the number of angel investors in the market, conducive and attractive investment environment (on
the supply side) are the potential determinants of the number of investments of the angel investors. Accordingly,
decisive factors on both the demand and supply side facilitate that the developed countries have a higher number
(1.43) of investments per annum per investor. The lesser number of investments in India can be attributed to
multiple reasons such as shortage of quality deals due to a higher number of 'imitation business models,' lack of
India-specific innovative models, and low volume deals due to the nascent stage of the Indian entrepreneurship
market. The lesser number of investments by the angel investors of India is more likely to imply a higher
requirement for syndication. Further, this metric might induce and allow angel investors to indulge in venture
activities more frequently. Hence, the entrepreneurs have to consider this in their fundraising strategy.

Standalone Investors vs. Syndication

Angel investors make investments in a standalone as well as syndicated manner. Syndication is considered an
attractive risk reduction strategy to manage market imperfections and asymmetric information risks. Further, the
equity gap created by venture capitalists at the early stage equity market (as they shift their focus to later-stage
ventures) forces angel investors to fill the gap with larger deal sizes and syndicated investments (OECD, 2011;
Tripathi, 2015). The supply side also urges angel's associations and syndication to be more visible in the
investment market and increasingly act like venture capital firms in terms of larger deal size, follow-on
investments, etc. (Mason et al., 2013). Of late, the angel investors are more interested in investing as part of more
organized and managed groups with co-investors rather than on their own (Mason etal., 2019).

Table 4 shows that angel investors prefer syndication (77%) to fund startups worldwide. This shows that
syndication is a widely accepted investment strategy by the majority of the angel investors for its advantages such
as risk-sharing, diversified portfolio ventures, reduced cost of due diligence, a repository of investor's capital,
knowledge, skills, contacts, and experience, etc. It is also seen that the inclination for syndication is high in
emerging economies (82%) compared to the developed economies (73%).

China (emerging) and Europe (developed) have a higher percentage of standalone investments, which might
be due to high net-worth individuals with more entrepreneurial skills. This apart, the higher average number of
co-investors in India (5.43) probably reflects a large number of risk-averse micro-emerging investors, smaller
deal size, and immature level of the investment market in India.

Table 4. Standalone vs. Syndicated Investments

Emerging Economies Developed Economies
Investment Type India China Argentina Australia Europe USA Global Average
Standalone Investments 17% 25% 12% 15% 20% 47% 23%
Syndicate Investments 83% 75% 88% 85% 80% 53% 77%
Total 100% 100% 100% 100% 100% 100% 100%
Average 18% 27%
82% 73%

Note. This table describes the manner of investments by angel investors across different economies.
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Given the importance and trend of syndication, there is a need for clear and transparent policy measures to
stimulate the syndication that will benefit the angel investors and startups and the overall economy.

What are the Investment Preferences of Angel Investors?

In this section, we analyze the investment preferences of angel investors in terms of proximity to the investment
and industrial sector of startups across different economies.

Proximity Bias in Investors’ Portfolio Choice

The findings of existing studies have shown that most angel investors prefer to make investments close to their
homes (Harrison et al., 2010). However, few studies found that larger investments of angel investors are long
distanced investments (Cowling et al., 2021). Thus, the proximity of investment (distance between the angel
investor and investee venture) is an essential factor influencing angel investment decisions.

Table 5 reveals that well-developed countries with better infrastructure and connectivity, like USA, have more
long-distanced investments (77%). China's angel market seems to be more mature in emerging economies to
attract distanced investments. Interestingly, dual preference patterns are seen in India. While about 47% of the
investments are local, that is, within 50 miles from residence, about 45% of the investments are long-distanced
investments, that is, more than 300 miles from home.

The preference of angel investors to make local investments can be attributed to their inclination to control
agency and information asymmetry cost. At the same time, the probable reasons for long distanced investments
can be seen from two different angles. First, the angels' perspectives list out the reasons like non-availability of
adequate deal flows in the local area, concentrated growth of startups in distant metropolitan cities, and
user-friendly technology growth. Second, the entrepreneur's perspective tells that in addition to the influence of
technology, the inadequate supply of capital in metro cities, where startups are concentrated, forces them to source
the funds from far distanced angels. The implication of geographical preference of angel investors in India is
expected to be on the quantum of funding and choice of syndication. Hence, the entrepreneurs would have to
consider this in their fundraising plans.

Are the Angel Investors Sector-Agnostic?

The industrial sector of the startups is another factor that influences the investment decisions of an angel investor.

Table 5. The Proximity of Angel Investments

Emerging Economies Developed Economies
Proximity of Investments India China Argentina Australia Europe USA Global Average
Less than 300 miles 55% 48% 68% 53% 59% 23% 51%
Above 300 miles 45% 52% 32% 47% 41% 77% 49%
Total 100% 100% 100% 100% 100% 100% 100%
Average (Emerging & <300 miles =57% <300 miles = 45%
Developed Economies) > =300 miles =43% > =300 miles = 55%

Note. Thistable describes the distance (in miles) between the angel investors and the investee ventures across different economies.
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Table 6. Sectors of Angel Investments

Emerging Economies Developed Economies Global
Sector of Investments India China Argentina Average Australia Europe USA Average  Average
Information & Technology 42% 59% 55% 52% 33% 21% 20% 25% 38%
Health Care 10% 2% 3% 5% 12% 16% 23% 17% 11%
Consumer 33% 14% 18% 22% 10% 14% 22% 15% 19%
Goods & Services
Industrials 8% 1% 7% 5% 10% 7% 6% 8% 6%
Others 7% 24% 17% 16% 35% 41% 29% 35% 26%
Total 100% 100% 100% 100% 100% 100% 100% 100% 100%

Note. This table shows the angel investors’ investments in various sectors across different economies.

Although angel investors are making investments in diversified industrial sectors (Table 6), concentration in the
technology sector is witnessed in emerging countries, that is, China, India, and Argentina. The developed
economies' angel investors are making diverse investments across all industrial sectors.

A high concentration of angel investments in the technology sector is witnessed in the emerging economies.
The probable reasons are : (a) availability of more number deals as a result of automation, dot.com boom, (b) high
education of angel investors enables them to understand/assess the technology deals quickly, (c¢) prolonged
growth expected from technology deals — as most of the tech companies are disrupting the existing industry and
thereby result in superior products/services, significant market share, huge revenue stream, etc., (d) relatively low
capital investments, high-profit margins, resulting in higher potential return on equity, and (e) anticipated 'big
payoft in the beginning stage and 'certain payoff' in the later stage.

The diversified investment pattern in developed economies probably reflects the availability of adequate and
reliable opportunities across all sectors due to market maturity.

Discussion

The available literature on angel markets reflects the developed nations for a long time. The angel markets in the
emerging economies were inadequately studied. Studies comparing the angel markets of both developed and
emerging economies are not seen. Hence, this paper attempts to detail the angel investors in India, the third-largest
startup economy in the world. Further, we compare the angel investors from six major economies to understand
the differences in the trajectory of angel investments in different economies. Interestingly, this study covers all
continents (except Africa) of the world to give a holistic view of angel investors worldwide.

This study makes many contributions to the literature of angel investors. First, an attempt is made to verify the
validity of the erstwhile definition of 'angel investor.' For this, the characteristics of the angel investors are
analyzed in detail. The findings reveal that the average age of global angel investors is 47 years. There is a
difference in the average age of emerging economies (44 years) and the developed economies (49 years). While
the Chinese angels (40 years) followed by Indian angels (43 years) are younger, the USA angels are the eldest ones
with an average age of 57 years. This shows that the nascent phenomenon of emerging economies is less likely to
attract elderly investors to participate in the investment markets perceived as risky.

The findings on gender disclose that the angel market is a highly male-dominant one with 85% male
participation. This supports the 'behavioral finance theory.' That is, men are more overconfident than women in
financial decisions (Barber & Odean, 2001). The gender bias is quite severe in emerging economies, with just 11%
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female angels. Though China is converging with developed economies with better (23%) female angels, India and
Argentina warrant special dedicated efforts to bring the female angels on board. The independence of women in
terms of socioeconomic status, education, and career choice and the conduciveness of the startup ecosystem in
terms of market maturity, transparency, legal policies, systems, and procedures play a vital role in enabling
women to be active angel investors.

An overview of the global angel's education shows that 86% of the angels were undergraduates and above.
However, the emerging economies mark a high percentage of educated angels (92%) than the developed
economies (79%). This shows that the emerging markets are a little closer and more complex than the developed
economies, which hinders the not-so-educated, but potential investors from participating easily. Further, the
analysis on the 'quality dimension of education' (educated from premier educational institutions as a proxy)
reveals that 83% of Indian angels studied at premier institutions like IITs, [IMs, Harvard, Oxford, etc. Besides, it is
found that 59% of the angel investors studied business management. This brings out the importance of quality
educational institutions to provide business skills to the students. Hence, countries that thrive on developing
entrepreneurship have to put forth more efforts to develop more educational institutions teaching
entrepreneurship.

The findings on the entrepreneurial experience of angel investors denote that about three-fourth of global
angels have experience founding and managing a venture. This highlights the interconnectivity between
entrepreneurship and angel investors. In the matured market, the USA, which accommodates several enterprises,
entrepreneurs (% of the adult population) have a higher proportion of angels with entrepreneurship. This finding
supports Ajzen's theory of planned behavior, that is, the experience of being an entrepreneur enhances the
'perceived behavior control' positively towards investment decisions.

The evidence on a geographical variable, 'domicile city type of angel investor,’ shows that emerging
economies' investors are highly concentrated in metro cities (77%) as against the developed economies' angels
who live in a widespread manner. An intense level of concentration in metropolitan cities (93%) seen in India may
probably be attributed to the discriminatory effect of globalization. This finding can be explained from the lens of
'social capital theory.' The theory states that an individual's ability to recognize opportunities is largely related to
his/her ability to access private information in social networks. Thus, the social capital developed among the
investors in the urbanized area enhances the opportunity discovery process and the perceived reduction of
information asymmetries. The social influence and normative pressure of angel investors on their peers might also
be a reason for the concentration of angel investors in large cities (Thakur & Srivastava, 2013). On the other hand,
better infrastructure, connectivity, equal distribution of quality educational institutions, number of incubation
centers and supporting services, etc., in non-metro areas of developed economies result in the balanced presence
of angel investors. Further, the implication of imbalance seen in gender, education, and location is that a
significant portion of potential angel funding is likely to remain untapped and unexploited.

Secondly, the analysis of the 'investment behavior' of angel investors reveals that, on an average, each global
angel investor is making 1.27 times of investment in a year, which is in congruence with extant literature (Edelman
et al., 2017). However, the emerging economies' investors make fewer investments (1.10 p.a) compared to
developed economies' angels (1.43 p.a). Indian angels are making the least number of investments, that is, an
average of 0.60 investments in a year. The sluggish performance of the angels may be due to the lack of an
adequate number of quality deals, low level of innovation, and maturity of the markets.

Globally, angel investors are interested in making 'syndicated investments' (77%) than 'standalone
investments' (23%). The inclination for syndication is heavier in emerging economies (82%) than the developed
economies (73%). The syndication is being used as a risk reduction strategy to control information asymmetries
by the investors. The inclination to become visible in the investment market, make large size deal investments, fill
the equity gap created by the venture capitalists at the early stage equity market are the few more reasons for
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enhanced syndication of angel investors. Given the importance and trend of syndication, there is a need to develop
policy measures to stimulate the syndication and enhance the range of operations, which will benefit the angel
investors, startups, and the overall economy. Thirdly, the 'investment preferences' of the global angels are
analyzed with metrics such as (a) geographical and (b) industry preferences.

The comparison shows that, except USA, most angel investors belonging to other economies invested within
the proximity of 300 miles. The high level of infrastructure, connectivity, internet facilities, rapid modernization,
urbanization, and automation, etc., help the developed country's angels to make long-distance investments.
China's angel market sounds more mature among emerging economies as about half of the angels invested beyond
300 miles. India and Argentina angels are more similar and do invest locally. Overall, 51% of the angels have a
geographic preference of investing within a proximity of 300 miles. The agency theory can explain this pattern.
The theory states that the conflict of interest and agency cost arises due to the separation of ownership from
control, different risk preferences, information asymmetry, and moral hazards. This can be controlled with close
monitoring, robust ownership control, managerial ownership, independent board members, and various
committees (Panda & Leepsa, 2017). Angels make local investments as they want to closely monitor investee
startups as a post-investment risk reduction strategy.

Further, the study finds that although 47% of Indian angels make local investments (within 50 miles of
residence), another 45% make long distanced investments (above 300 miles). The dense concentration of startups
in five or six Indian urban cities and non-availability of quality deals from local/nearby non-urban areas force the
angels to invest in startups located in the distanced area. This aspect of clustering indicates an imbalance in the
startup ecosystem and warrants policymakers' attention to create an enabling environment.

Globally, the top-ranked industrial sector preferred by angel investors is the 'technology sector.' While this
preference is extreme in emerging economies (52% in the technology sector), the developed economies have
well-diverse investments across various industrial sectors (25% in technology, 17% in healthcare, etc.). The high
concentration of angel investments in the technology sector may be attributed to the reasons such as the
availability of a higher number of deals in the IT sector; perception of the IT sector as an understandable and less
complicated sector by the angels (due to their education and experience than other investors) and expected
prolonged growth and higher profit margin.

Conclusion
To sum up, our findings suggest that :

(1) Indian angel investors are predominantly male, with an average age of 43 years. They are well educated and
are by and large domiciled in metropolitan cities. The average investment is around $20,000, and they mostly
make syndicated investments in technology startups in the pre-seed stage. They strongly prefer to invest in
geographically proximal ventures, and the duration between two investments is 18 months.

(2) Angel investors in developed countries are comparatively older and have an average age of 49 years. The
proportion of female angels is comparatively higher. The average investment is $28,200, and the duration between
two investments is about eight months. Their investments are more diverse, include varied industrial sectors,
comprise more early-stage investments, and are in startups that are further away from the domicile.

(3) There is significant heterogeneity between the characteristics of angel investors in emerging and developed
economies, which can be attributed to the structural, economic, institutional, legal, and cultural differences that
exist between different economies further, and it is also found that while Indian angels are more alike emerging
economies, China started converging to developed economies. The prolonged better performance of developed
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countries resulted in enhanced quality of the angel market with improved female participation, more entrepreneur
angels, larger deal size, and widespread presence of angel investors.

Theoretical Implications

This study contributes to the body of knowledge of angel investments by conducting a detailed characterization of
the angel investors and their investment preferences. The comparison of angel investors from India and other
major economies helps to understand the differences in the trajectory of angel investments in different countries.
The assessment of the quality of education of angel investors is a unique and pioneer contribution of this study.

Managerial Implications

The insights of this study will be helpful to the entrepreneurs to fine-tune their fundraising plans by focusing on
more appropriate angel investors, including untapped potential angel investors. The policymakers might use these
insights to promote a balanced and robust startup ecosystem that facilitates all probable stakeholders' active
participation and the resultant positive economic growth.

Limitations of the Study and Scope for Future Research

This study is subject to a few limitations. First, the personal data of the angel investors like age, education, and
domicile were taken from professional social networks like LinkedIn. This is because of the lack of a professional
database like GEM in India. Second, the time period of the data related to the economies considered for
comparison is not precisely the same. Collecting updated information on all the countries under study was a
significant challenge. Future research based on the data collected from the primary sources through interviews and
questionnaires and/or authenticated comprehensive databases can validate the findings of this study.
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