	Enterprise Ireland's equity strategy queried


THERE is no shortage of private capital to fund business start-ups, and no clear reason why the Government should invest in such ventures through Enterprise Ireland, a study published yesterday says. 

The controversial conclusions were reached by Diane Mulcahy, a former research fellow at the Policy Institute, which is based in Trinity College's Faculty of Business, Economics and Social Studies. 

Dr Mulcahy said Enterprise Ireland has invested over €300m in Irish small firms and venture capital funds, making it one of the largest equity investors in the country. But the study finds no firm evidence that there is an "equity gap" for risk capital in the early stages of a company's existence. 

There has also been "tremendous growth" in venture capital (VC) funds, which now have almost €150m available for new projects. The study finds the problems at the other end - an "exit gap" because of the low rate of stock market flotations (IPOs) by Irish companies. 

The study suggests the Irish Stock Exchange should consider becoming a public limited company (plc) itself and seek strategic alliances to improve its competitive position. "The relatively poor capital-raising performance of the ISE for small business contributes to the exit gap," it says. 

Enterprise Ireland and venture funds should help companies prepare for flotations and steer them to the most appropriate exchange, such as the technology Nasdaq, and the small company London exchanges, AIM and OFEX. 

"Returns drive the entire financing cycle for young companies," Dr Mulcahy says. "The evidence is clear that IPO exits realise the highest average returns, so a focus on closing the exit gap is a key component of any long-term enterprise policy." 

Most government tax breaks favour investment in property rather than equity, the study says. "These fiscal policies are at odds with Ireland's industrial policy goal of fostering the growth of domestic start-ups." 

The study recommends that the Departments of Enterprise and Finance "join up" fiscal and industrial policies to treat equity investments more equally and support enterprise development. 

Launching the report (obtainable at www.policyinstitute.tcd.ie), Fine Gael's spokesperson on Enterprise, Trade & Employment, Phil Hogan, TD, said the failure to secure EU approval for grant aid to Intel was a "wake-up call" for Irish industrial strategy. 
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