Midven editorial for the Birmingham Post Private Equity Feature – Thursday 18th November.
WEST MIDLANDS MUST DO MORE TO NURTURE NEW HIGH-GROWTH COMPANIES
The West Midlands is falling behind the rest of the country in the creation of new fast-growing companies, according to figures just released by the West Midlands Regional Observatory. Roger Wood, director at specialist venture capital company Midven, looks at the challenges facing the regional economy, and suggests how venture capital could solve some of the problems.

Figures from the West Midlands Regional Observatory (WMRO) paint a disappointing picture for the number of high-growth firms being established in the region. A skill shortage is highlighted, as is an inequality between rich and poor areas and a lack of finance – things which will be under the responsibility of the new Local Enterprise Partnerships (LEPs) from 2012.
The WMRO predicts that by 2016 there will be 50,000 fewer people in employment in the region. This will be the result of the loss of 80,000 public sector jobs, offset by the creation of 30,000 new positions in the private sector.

According to WMRO, on a national level around half of all new jobs are created by around six per cent of high-growth firms. The West Midlands level of high-growth firms is currently five per cent, and this one per cent disparity, when scaled up to include thousands of business and jobs, does make a big difference.

The future of the West Midlands’ economy is not solely the remit of policy makers and government. Venture capital and private equity firms also have responsibility to work with the government to ensure that young businesses are aware of the support available and how to access it. And of course these early-stage businesses must also be responsible for exploiting all avenues of opportunity if they want their company to be success.
The funds are there and ready to invest in the right company - it is just a matter of linking the investor. With the right funding, and also with advice on how to develop their business, many companies grow exponentially following investment. This is good news for everyone involved – the investor can look forward to a good return, the company has grown and taken on new employees and the region’s economy is richer for it.
The report by the WMRO indicated a number of sectors such as the high-tech and service industries which are most likely to experience high-growth. New technology is being developed every day all over the world to respond to the constantly changing demands of the consumer. If the West Midlands, which already has a number of developing high-tech sectors, is to keep up with other regions in the creation of new companies and new jobs, then the private sector must be given the support needed, and all involved must be willing to adapt to a new post-recession economic era, that is as yet indefinable.

Midven has recently invested in a number of early-stage companies which look to be the leaders of tomorrow. Aeristech, the developer of patented new turbocharger technology, has attracted interest from car and truck manufacturers, who for competitive, environmental and legislative reasons, need to increase the efficiency of their current engines. Connexica, a developer of business intelligence software, has similarly attracted attention from the NHS which has been using the software to search and analyse large volumes of data. These two companies, both based in the West Midlands, are ideal investee companies as they exhibit excellent growth potential.

As the above examples demonstrate the region is producing innovative companies, and although the figures by the West Midlands Regional Observatory are useful in highlighting areas to improve, it is also worth noting that the quality of new companies is just as important as quantity.

Investors look for companies that stand out, and that are really going to revolutionise the marketplace. For this reason, I would contend that whilst the West Midlands may be lagging behind according to statistics, our manufacturing, industrial and innovative heritage will enable more companies to succeed in this region than in many others. For our part, Midven intends to help them on their way with timely investment and the right level of support.
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