
 

The need for startup equity 

The government has made available significant loan capital to help existing small and 

growing businesses survive the Covid crisis and lockdown. Good news for all… 

Recently it has recognised that a good number may have trouble servicing the debt as they 

start to resume what ever the new-normal trading conditions are post the virus crisis and into 

the predicted economic crisis with up to 15% unemployment being forecast. Loans we hear 

may be converted to equity, I’m looking forward to the detail on that one. 

However, its not all doom out there, many businesses are finding new customers and 

markets via-online trading and plenty in the cloud-web and on-line sector are booming. 

My concern, an area I fought for when I first came to the North East in 2003, is the startups 

and very-early stage businesses. They generally cannot service payments or provide 

security for to access loan capital. Yes, there is a Government scheme to help match private 

investment into Start-ups needing £125,000 or more, the problem is they need to attract 

private capital to match.  

Private investors, angel capital is in short supply. The region has the Business Investors 

Group that do a good job and state they have invested £25m into 75 businesses over 20 

years. That means an average of under 4 businesses a year. Its not enough to have a major 

effect on our local economy. Yes we do have investors such as NorthStar Ventures who 

manage £27m North East Innovation Fund. However, this is only one venture Fund and its 

not focussed exclusively on startups. 

So, what do we do? I have one suggestion for the Government that could make a difference 

if they want to divert some of the £1.25bn of their UK wide Fund up here. There are already 

substantial investment funds, equity in loan in the Northern Powerhouse and North East as 

well as the Midlands. These as you know are investing, have proven structures and are 

independently managed.  

All good. However, as they have UK Government and ERDF (European Funds) capital they 

are restricted in what they can invest in and how they can invest. I am proposing that there is 

a need to remove or override these restrictions to allow the Funds to invest in businesses 

suffering due to the Covid-19 crisis and lockdown. The Funds could also be topped up, a  

more efficient than setting up new ones and far faster too. The biggest restrictions are 

around State Aid; especially as they cannot invest in retail nor can they be used to rescue 

and restructure. Both restrictions make no sense anymore. 

Anyway, I hope Government is listening, they say they are but it needs action and now. In 

the meantime, I’m doing what I can with Ammar and others to help SMEs and startups 

access capital. Your thoughts and ideas welcome, as well as your businesses seeking equity 

capital to startup and grow. 
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