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The Mechanism of Venture Capital in Japan and the implications for China
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Abstract Japan is the first Asian country to develop venture capital (VC). Several problems can be observed
in the operation of Japan’s VC, such as the over-dependence on a single source of fundraising, bank-centered
investment, and a lack of exit for harvesting. Moreover, Japan’s social cultural environment, as well as its
policies and laws, also have influences on the VC industry. Japan’s experience and lessons are of significative
reference to China’s effort to develop her VC industry, specifically in terms of fundraising diversification,
reasonable participation of financial institutions, effective exiting mechanism, and the role of government.
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