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 Why strongly recommend a rather depressing 
book, which borders on a polemic of 
condemnation of a core component of the life 
sciences fi nance sector, in today ’ s catastrophic 
times for entrepreneurial biosciences? Venture 
capital (VC) and the European biotechnology 
industry is a timely contribution to the very 
limited body of work that dissects the 
biotechnology ecosystem, particularly in 
Europe. Written just before the global 
fi nancial crunch, the book provides some 
explanation of the sub-optimal state of the 
European biotechnology industry with a 
particular focus on the United Kingdom. To 
crudely paraphrase the world ’ s most famous 
investor, Warren Buffet, this book valiantly 
tries to explain why although one can only 
see that a lot of people do not have 
swimming costumes on when the tide goes 
out, people can be naked for very different 
reasons. Warren Buffet was referring to the 
fact that bad economic times tend to expose 
the weak companies and poor managers. In 
the case of European biotechnology, the fact 
that more than three-quarters of all listed 
companies are worth a lot less than they were 
a year ago cannot simply be blamed on the 
current global fi nancial crisis. We need to 
look deeper to do justice to the multiple 

factors that have led to a profound structural 
weakness in the European biotechnology 
industry  –  and the author has done this in-
depth examination extremely well. 

 William Bains, based on his extensive 
experience as a fi nancier, academic and life 
sciences entrepreneur is relentless in targeting 
the VC industry as sitting at the heart of 
Europe ’ s bioscience industry malaise. He has 
little time to dwell on the mismatch between 
the exigencies of fi nance and the long 
development times for biotechnology 
products. Here we would need to look at 
Gary Pisano ’ s elegant analysis in his book 
published in 2006  –  Science Business: The 
promise, the reality and future of biotech 
(Harvard University Press). Pisano makes a 
case for strong government-fi nance sector-
pharmaceutical industry collaboration to 
 ‘ right ’  the biotechnology boat. Pisano ’ s work 
is US-based and we have to recognise that, 
perhaps by default, the VC industry in 
Europe has indeed played a far more pivotal 
role in getting biotechnology business to 
where it is today, than it did in the
United States. 

 Bains provides a litany of reasons why 
European biotechnology, which showed a lot 
of promise in the late 1980 ’ s, has fallen 
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behind the US sector  –  including the limited 
incentives for academics to take a true leap 
into entrepreneurial bioscience, the small 
scale of individual companies and worst of 
all, in the authors eyes, the lack of alignment 
in terms of incentives, management priorities 
and desired outcomes between venture 
capitalists and their portfolio companies. The 
author tends to be charitable when it comes 
to assessing whether the recent generation of 
biotechnology company founders and senior 
managers  ‘ had what it takes ’  to build 
winning (or perhaps simply sustainable) 
companies. We should also consider that 
despite all the expenditure on bio-parks and 
bio-clusters, very few places in Europe have 
the critical mass of scientists, bio-
pharmaceutical companies, investors, service 
providers and entrepreneurs to permit the 
cross-fertilisation and intense collaboration 
required to nurture and grow biotechnology 
companies. 

 This book is strongly focused on the 
United Kingdom which to some extent has 
been spared the horrible waste of large 
amounts of public sector money being 
pumped into hundreds of biotechnology 
startups with the bitter harvest, only a few 
years later, of literally a handful of viable 
companies. It is well outside the ambit of 
this book to get  ‘ under the skin ’  of the 
scientists who build a strong biotechnology 
company  ‘ pipeline ’  (a classic discussion on 
this subject is Eric J Vettel ’ s, Biotech: 
The countercultural origins of an 
industry  –  University of Pennsylvania 
Press, 2006). Similarly, there is almost no 
discussion on the role of the European 
Union and the billions that its institutions 
have pumped into promoting bioscience 
innovation. 

 The author supports his arguments with 
examples mainly taken from the limited 
published literature on biotechnology VC 
and provides a number of interesting insights 
into remuneration, incentives and the VC 
investment process. One is forced to agree 
with the author that the biotechnology 

industry, in the United Kingdom in 
particular, has been stunted by a systematic 
under-capitalisation, both through the VC 
community and on the public markets. 
Venture capitalists can and do build good life 
sciences R & D companies. They certainly do 
not do it often enough, but at least there are 
some success stories especially involving spin-
outs from large pharmaceutical companies in 
Switzerland and Belgium. Similarly, we can 
fi nd venture funded  ‘ islands of value ’  in a 
number of European countries, although 
these companies tend to lack the scale 
required to grow rapidly and to eventually 
leverage the capital markets. Although 
mentioned to some extent in the book, one 
would have liked to see more about business 
angels. Be they friends and family supporting 
a startup or wealthy individuals investing in a 
portfolio of companies, business angels are 
playing a more important role in starting and 
building companies in today ’ s capital 
constrained times. 

 This is indeed a pleasant book to read, 
despite its rather sad subject matter. The 
author is relentless in his pursuit of the VC 
suspect and may be a little too charitable with 
government, which in many ways has 
encouraged and even to some extent fi nanced 
the VC biotechnology  ‘ system ’ . One also 
occasionally discerns some nuggets of elegant 
analysis about how the pharmaceutical 
industry fi ts into the puzzle of biotechnology 
entrepreneurial fi nance. 

 The author does not dwell on the future 
of the European biotechnology industry in 
any great depth. At the end of the day, the 
value generated by VC and private equity 
professionals varies with economic cycles and 
irrespective of our personal views about their 
utility, we all have to accept that they are a 
necessary evil as key players in the creation 
of a vibrant and sustainable life sciences 
sector.       
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