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‘Disruptive’ innovations are powerful forces for reshaping activities and generating growth.
Yet by definition, the properties (what they can do) and consequences (whether they disrupt)
of innovations are not widely understood when they are first explored and their success is
extremely uncertain. Extreme uncertainty, and the related dearth of knowledge about the
disruptive innovation’s potential, makes it harder for innovative firms and entrepreneurs to
raise external finance. To the extent the source of the problem lies in a knowledge gap
between the innovator and the (potential) financiers, any mechanism that reduces such a gap,
whether by matching a project with the specific knowledge available on financiers’ side or by
conveying the available knowledge to them via credible signals is desirable. While this
obviously describes a stylised venture capitalist, we argue that it also helps explain financial
contracts between innovative firms and capital markets (dual-class structures), consumers
(crowdfunding), and employees (restricted stock). We develop this claim by reviewing
contracting practices in relation to both nascent and established firms engaged in innovation,
and use it to evaluate various policy issues and recent initiatives, in the US and in Europe, to
ease new and innovative firms’ financial constraints.

All are welcome!
Admission is free of charge!
Please join us by registering your interest here by 31 March 2016.
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