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The Mechanics of Venture Capital

Venture Capital 101

• Venture capital (VC) is a unique form of 
equity financing provided to startups 
and early-stage companies with high-
growth potential.
 
• Unlike bank loans or public markets, 
VCs invest in companies too risky or 
unproven for traditional financing in 
exchange for equity (ownership stake).
 



The Mechanics of Venture Capital

Venture Capital 101



The Mechanics of Venture Capital

Power Law



The Mechanics of Venture Capital

Power Law



The Mechanics of Venture Capital

Power Law



The Mechanics of Venture Capital

Limited PartnersGeneral Partners
Provide capital but have limited liability and no operational 

control.
i.e., Non-Profit Endowments, Pension Funds, Family Offices

Manage the fund, make investment 
decisions, and work with portfolio 

companies.
i.e., Venture Capitalist

Venture 
FundPortfolio Company 1 Portfolio Company 5

Portfolio Company 
3

Portfolio Company 2 Portfolio Company 4

What is a VC fund?
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Venture Capitalists
General Partners



Institutional Investors

Non-Profit EndowmentsFamily Offices

Pensions

The Mechanics of Venture Capital

Limited Partners
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Investment Process
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Exit

Fundraising Company Growth Returns

Investment Reinvestment

Venture Capital Lifecycle
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Investment Stages & Milestones
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Understanding VC Economics
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VC Market Conditions: National Hotspots (2025)

Source: Pitchbook

Nationwide Investment Hot Spots



VC Market Conditions: Fundraising (2015-2025)

Source: Pitchbook

Fundraising



VC Market Conditions: Exits (2015-2025)

Source: Pitchbook

Exits – Number and Disclosed Value



VC Market Conditions: US VC Investment Value and Deal Count (2015-2025)

Source: Pitchbook

Investment Value and Deal Count



VC Market Conditions: US First-Time Company Financings (2015-2025)

Source: Pitchbook

New Company Formation



VC Market Conditions: Demand vs. Supply (2025)

Source: Pitchbook
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VC Market Conditions: Time Between Rounds (2014-2024)

Source: Pitchbook

AI Share of Total Deals
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VC’s Importance to the Texas Economy

VC Investment into Texas startups
(2020-2025)

Source: PitchBook



VC’s Importance to the Texas Economy

Were employed by VC-backed companies in 
2025

Over half a 
million 
Texans

Source: PitchBook



VC’s Importance to the Texas Economy

Texas VC-Backed Startups

• Developing advanced 
construction technologies 
by using 3D printing, 
robotics, and software.

• HQ: Austin

• Last Round: $56m Series 
C



VC’s Importance to the Texas Economy

Texas VC-Backed Startups

• Revolutionizing rocket 
engine propulsion for 
space, defense, and 
commercial high-speed 
flight applications.

• HQ: Houston

• Last Round: $16m Series 
B



VC’s Importance to the Texas Economy

• Advancing de-extinction 
technology  by rebuilding 
the DNA of lost species

• HQ: Dallas

• Last Round: $200m Series 
C

Texas VC-Backed Startups



VC’s Importance to the Texas Economy

Texas VC-Backed Startups

• Developing and 
manufacturing unmanned 
surface vehicles

• HQ: Austin

• Last Round: $600m Series 
C
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VC-Backed PUBLIC Companies



VC's Importance to the U.S. Economy

VC-Backed Startups (STILL PRIVATE)



VC’s Importance to the U.S. Economy

• 8 of the top 10 companies are 
VC-backed American companies.

• The American companies make up 
87% of top company market cap. 

Market Cap Country

Nvidia $4.43 T USA
Alphabet (Google) $3.92 T USA

Apple $3.75 T USA
Microsoft $3.35 T USA
Amazon $2.49 T USA

TSMC $1.77 T Taiwan
Broadcom $1.63 T USA

Saudi Aramco $1.61 T Saudi Arabia
Meta $1.53 T USA
Tesla $1.42 T USA

Most Valuable Companies by Market Cap

Source: CompaniesMarketCap.com (as of 1/20/26)



VC’s Importance to the U.S. Economy

Source: Strebulaev & Gornall (2016)

0.1%
VC-Backed

18.0%
VC-Backed

57.0%
VC-Backed

99.9%
Non-VC Backed

82.0%
Non-VC Backed

43.0%
Non-VC Backed

All US Companies 
Founded 

1975-2015

All Publicly-Listed 
US Companies

(2015)

Market Cap of All 
Publicly-Listed US 

Companies
(2015)

VC-Backed Companies Create Tremendous Value



VC’s Importance to the U.S. Economy

Job Growth from 1990 to 2022

Source: Brown & Tillemann-Dick (2024)
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Cumulative Employment Growth, 1991- 2022

VC Overall Private Sector

169%

43%

• Employment growth 
at VC-backed 
companies.

• Employment growth 
in the private sector.



VC’s Importance to the U.S. Economy

Defense Innovation – Last Decade

Source: Chronograph PE (2024) PitchBook



VC’s Importance to the U.S. Economy

Healthcare Innovation

• Patient Access: VC-backed 
telehealth innovations have 
expanded access to 41m 
Americans in rural areas

• Cost Reduction: VC-backed 
digital health startups have 
demonstrated 22% average 
cost reductions in chronic 
disease management programs



NVCA Policy: 2025 
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NVCA Policy 

2025 Policy Wins for Venture
Tax Wins in One Big Beautiful Bill Act

• Carried interest preserved

• QSBS expanded

• Permanent full R&D expensing restored

• SALT and PTET workarounds protected

• Proposed section 899 taxes removed



NVCA Policy 

2025 Policy Wins for Venture
Other Policy Wins

• Two-year postponement of new AML rules

• GENIUS Act signed into law

• House passage of the INVEST Act (capital formation)

• House passage of the SPEED Act (permitting reform)

• House passage of the CLARITY Act (market structure)

• Acquisition reform signed into law



NVCA Policy 

2026 Policy Outlook for Venture
Top Legislative Priorities
• Advocating for a federal AI preemption
• Senate passage of INVEST Act 
• Senate passage of SPEED Act 
• Senate passage of the CLARITY Act 
• Working to permanently kill the AML rule
• Championing faster FDA approvals and strong IP protections
• Educating on the development of new Outbound investment rules
• Defending federal basic research funding
• Continuing to champion SBIR and STTR reauthorization



VC’s Importance to the U.S. Economy

VC Policy Priorities



QUESTIONS
V I S I T  U S  A T  N V C A . O R G

E M A I L  U S  A T  M E M B E R S H I P @ N V C A . O R G

http://www.nvca.org/
mailto:MEMBERSHIP@NVCA.ORG
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