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The Role of Venture Capital in the Investment and Financing
Behavior of Listed Companies: Evidence from China
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( School of Management Xiamen University)

Abstract: While there is a large amount of financial literature on the contribution of venture capital to start-up companies
there are relatively few empirical studies that identify the role of venture capital in listed companies. This paper investigates
the impact of venture capital on investment and financing behavior of listed companies. The result finds that listed
companies with a venture capital institute as the shareholder mitigate the over-investment of free cash flow. Venture capital
backed companies could also access more short-term debt and external equity therefore VC could help the companies with
in-sufficient internal cash flow to mitigate underinvestment problem. Finally we find the VC-specific factors including
shareholding syndication reputation and government background shape the role of VC in the investment and financing
decisions of listed companies.
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