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ABSTRAT

Fund is the basement of corporation exit and development, sufficient fund is being
closely linked with corporation’s investment and financing decision. In China, due to
limited financing channels, thirsty for corporate funding is a common phenomenon, in
order to release the financial pressure; China has developed Venture Capital industry.
With the great changes of China capital market in the new century, our country’s
venture capital institutions play a more and more important role in the financing and
investment area. However, we know little about how the venture capital influences
corporate finance, so research on venture capital’s principal will be good to the policy
maker, corporate management, and investment.

Different from others, this paper from the investment-cash aspect, using 1384
companies’ data as the research data basement, and combining the venture capital
effect mechanism, is to discuss the effects which shareholders make to the company.
After my research, conclusions are as follows: (1) For our country’s companies, there
is a remarkable positive relationship between investment and cash flow. (2) Financing
constraints due to information asymmetry is caused by such investment - cash flow,
which was generated by the main reason for the sensitivity and the degree of
financing constraints and investment - cash flow sensitivity was positively correlated
with correlation. (3) With Venture Capital backed companies can get outside capital
easily, so the investment-cash flow sensitivity in these companies is lower. (4) Further
research shows that the proportion of venture capital holdings, joint investment
syndicates, government background characteristics influenced the company's
investment and financing, venture capital through the oversight mechanisms and
networks impact on listed companies. (5) The presence of venture capital bring the
convenience for enterprises when they are doing equity financing.

This paper can provide suggestion for government on venture capital development. For
policy maker, it introduces our country’s investment and financing situation, so can provide
suggestion for government to make policy about venture capital, besides, for company

management, this paper can help them to make decision about whether they should introduce



venture capital, last but not least, investor can also get information, through this paper, we know
that venture capital join in the company can release the financing constraints problem, it’s a good
news for investment, so investor can consider this factor.

There are six parts in this paper. The first part proposes the issue, the frame of
research, and the creativity of this paper. The second part is the theory development of
investment in enterprise and Venture Capital’s mechanism. The third part is the frame
of the research, including the research hypothesis, data selecting, variance definition,
and the research models. The fourth part is the empirical results of this research. The
fifth part is to do a robust test of hypothesis in this paper. And the last part summarize
the conclusion of the above every part.

Key Words: Venture capital; Investment-cash flow sensitivity; Outside financing
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