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1
Table 1 Continues
invest
nextfinance
( 1
management
stagefinance | 0
duration
duration_dum 2 0
2 37.8
1 387 31.8 62.47%
«
1 .14 7
68. 07% ®,
2
Table 2 Descriptive statistics
death 15 461 0.681 0.466 0 1 1
lifespan 8 691 3.776 3.028 0 3 14
did 14 208 0.204 0.403 0 1 1
market 14 208 7.229 1.185 3.401 7.653 8.453
IPOrot 14 208 2.993 0.806 0.693 3.045 4.595
third 14 208 64.376 14.102 37.200 67.756 83.500
GDP 14 208 11.409 0.356 10.252 11.513 12.009
size 14 208 2.590 1.987 0 2.708 7.220
Sirstshare 14 208 0.575 0.261 0 0.524 1
firmage 14 208 1.335 0.971 0 1 3
patent 10 616 1.984 5.282 0 0 34
experience 14 208 5.778 5.722 0 4 26
Ip 14 208 0.268 0.443 0 0 1
soe 14 208 0.287 0.453 0 0 1
invest 14 519 1.339 1.418 0 0.916 5.352
nextfinance 14 208 0.153 0.342 0 0 1.792
management 1770 0.055 0.229 0 0 1
stagefinance 14 208 0.096 0.295 0 0 1
duration 1 809 37.817 27.370 0 31.800 128. 600
duration_dum 1 809 0.625 0.484 0 1 1
® “ 2 (2009) 87 Pre-1PO 1
62.47% 2
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3
Table 3 Impact of tax reduction on the investment strategy of venture capitalists
(1 (2) (3) (4) (5) (6) (7) (8)
invest invest invest invest invest invest invest invest
did 0.333 0.340" 0.527%* 0.170 0.072 0.630™** | 0.527** 0.082
i
(1.450) (1.696) (2.129) (1.096) (0.459) (3.406) (2.305) | (0.507)
5.255 -2.071 7.412 -6.771 2.659 10.672 7.957 3.917
Constant
(0.642) |( -0.311) | (0.774) |( -0.593) | (0.539) (1.176) (0.697) | (0.387)
Control
VC+E
Industry+E
YearFE
Observations 1 067 1 985 840 2871 2 098 972 1238 2434
R? 0.394 0.414 0.505 0. 464 0.392 0.424 0.477 0.462
NN 1% 5% 10% ¢
4.1.2
3 . ( )
Ewens “
( nextfinance) ( management)
(1). (1)
4 (1) did 1% L4 (3) . 4 (4)
(2)
4
Table 4 Impact of tax reduction on the management strategy of venture capital
(1) (2) (3) (4) (5) (6)
nexifinance nextfinance management management stagefinance stagefinance
Jid 0.057** 0.041 0.053** 0.039 -0.004 -0.038
id
(2.239) (1.474) (2.196) (0.513) (-0.112) (-1.049)
-0.072 —2.8747F 0.498 0.433 1.438" -1.133
Constant
( -0.063) (-2.728) (0.980) (0.411) (1.774) ( -0.862)
Control
VC+E
Industry+'E
Year+'E
Observations 4 049 4751 441 437 3531 4292
R? 0.267 0.341 0.501 0.579 0.239 0.261



12 : . — — 143 —
( stagefinance) 1
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4 (6) 2 ( duration_
dum)
(2) (1) . 5
H1.2 (2) did
4.1.3
2017)38
2017 1 1 2 ( duration)
2
38 (2). 5 (3) did
N 2017
(4) did 1%
5.14
durationy, =a + B ind; x newpost, + 31.8
y X, 48, +8, + ey (2) 24 (2017) 38
duration “ 2 7
2017 newpost
1 0. (1) B
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Table 5 Impact of tax reduction on the exit strategy of venture capital
(1) (2) (3) (4) (5) (6)
duration_dum duration_dum duration duration M&A M&A
i 0.018 -0.060 -3.082 -5.137** 0.181 0.488 ***
o (0.135) ( -0.440) ( -1.207) ( -2.664) (0.998) (2.779)
16. 941 *** 16.768 *** 1 321.857*** 1 169.707*** | -10.598** | —4.835™*
Constant
(3.276) (3.305) (24.369) (15.704) ( =2.501) | ( -2.860)
Control
Industry+E
Year+E
Observations 209 235 209 235 209 235
R? 0.673 0.638 0.972 0.969 0.585 0.617
2 ”» ’
McCrary *
)
( 24
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6
Table 6 Manipulation test of the investment duration
(1) (2) (3) (4)
In difference in height 0.061 1.004 -0.631 -0.586
se 0.374 0.288 0.787 0.802
¢ 0.163 3.484 -0.802 -0.731
I. 2
1 2
3 4 2016
6 (1) ‘ 0. 163
.2
2 6 (3) . 6
24 6 (2) (4) ‘ ~0.802. —0.731
3.484
2
1 ( ) 3 ( )

Fig. 1 Manipulation test of the investment duration of experienced

venture capital( post-policy)

2 ( )
Fig. 2 Manipulation test of the investment duration of novice

venture capital( post-policy)

Fig. 3 Manipulation test of the investment duration of experienced

venture capital( pre-policy)

4 ( )
Fig. 4 Manipulation test of the investment duration of novice

venture capital( pre-policy)
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7 (2)  did 1% (4)  did
0.66
( lifespan) “
7
Table 7 Impact of tax reduction on the survivability of technology start-ups
(1) (2) (3) (4)
death death lifespan lifespan
did -0.088** -0.027 0. 659 *** 0.381
i
( -2.615) ( -0.707) (2.862) (1.496)
-0.589 2.289" 5.600 9.166
Constant
( -0.628) (1.711) (0.543) (0.701)
Control
VC+E
IndustryFE
Year+E
Observations 5463 5930 2 949 2 881
R? 0.440 0.395 0.611 0.597
performance,, =a + Bind; X year, +
yXp +68 +6, +8, + &4 (3)
year
(2017)38 (1).8
( lifespan)
3
. (3)
3 B 95%
7 B
5
5.1 e
2017)38 2017

@

( death)
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. (2017)38 (2013 — L8 (4)  didold2
2016 ) (1) 8 (3) 2015)116
8
Table 8 Exclusion of contemporancous policies
| @ 3 | @ 5 | (9 (7) (8)
2009 2015
lifespan | lifespan lifespan lifespan | lifespan | lifespan | lifespan | lifespan
did_old! 0.767 0.395
(1.542) | (0.538)
did_old2 0016 ~0.042
(0.070) | ( -0.208)
0.542 ~0.148
estta (0.495) | ( -0.186)
o 0.149 ~0.271
(0.208) |( -0.676)
Constant 13.192 16.132 -100.039 ** -16.971 64.923 34.093 66.757 32.147
(1.104) | (0.890) | ( -2.566) |( -1.500) | (1.479) | (1.333) | (1.395) | (1.229)
Control
VCFE
Industry-FE
Province+'E
Year+E
Observations 623 440 1657 1423 2 876 2945 2876 2 945
R? 0.546 0.590 0.334 0.313 0.600 0.617 0. 600 0.618
5.4 . 8 (5 . 8 (6) westtax
(
b (2011)58 5.5
) 2011 —2020
.2010 —2014 N
15% . N N N N N
15% N N N
16
ind x areal x posi3 (
wesitax) . areal area2 x post4( localtax) .
area?
1 0. post3 @o11)
58 2011 1 0. post4
0 1

(lifespan) (1) 0 1.
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8

5.6

5.7

( lifespan) (1) N N N
(7) ~ 8 (8) localtax N N N N N
1 0. ind x post X area
@) -
, 8,8,8,5,
( lifespan)
(4) 9 (1) ddd
performance,, = o + B ind; X post, X area, + (2)
¥ Xy +6, +0, +6, +
O + &y (4)
area p
9
Table 9 Robustness tests
(1) (2) (3) (4) (5) (6) (7) (8)
PSM-DID 2014 -2020
lifespan lifespan lifespan lifespan lifespan lifespan lifespan lifespan
0.977" -1.580"
ddd
(1.751) | ( -1.808)
Jid 0.622** 0.359 0.456** 0.280 0.630** 0.470
L
(2.706) | (1.382) | (2.419) | (1.325) | (2.697) | (1.668)
3.565 %% 2.944 *F* 29.405 62.552 10.133 -13.713 11.736 -6.620
Constant
(8.842) (5.254) (1.158) | (1.384) | (1.243) |( -1.556) | (1.176) |( —-0.749)
Control
VC+E
Industry— FE
Year-FE
Observations 2 680 2 650 2 943 2 877 2314 2 268 2 862 2 743
R? 0. 666 0.645 0.619 0.599 0.407 0.381 0.533 0.662
(1) - -
PSM-DID .9 (4) 7 (3) .
(4)
PSM-DID 5.8
(1) 2005
(1). (3)
( death)

Q
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Venture capital experience investment behavior and survival of technology
start-ups: A quasi-natural experiment based on venture capital tax credits

FAN Lindin' ZHOU Ming-shan®

1. School of Finance Southwestern University of Finance and Economics Chengdu 610003 China;
2. School of Finance Zhongnan University of Economics and Law Wuhan 430073  China;
3. School of Finance Xinjiang University of Finance and Economics Urumgqi 830012  China;

Abstract: This paper empirically investigates the investment strategies and performance of different venture
capitalists by analyzing a sample of start-ups from 2005 to 2020 based on the tax incentive policies outlined in
the Fiscal and Tax 2017 No. 38. The findings indicate that experienced venture capitalists tend to adopt a
“high risk high value-added” investment management strategy while novice venture capitalists are inclined
towards a “low risk low value-added” strategy to comply with tax policy conditions. Regarding exit strategies
inexperienced venture capitalists tend to divest their equity holdings rapidly after a two-year period leading to
a significant decrease in investment duration. Conversely experienced venture capitalists do not manipulate
investment duration. Consequently the results reveal that only start-ups invested by experienced venture capi—
talists demonstrate a significantly higher likelihood of survival. This paper provides a robust theoretical founda—
tion and valuable insights for policymakers to leverage fiscal policies to foster the growth and development of
specialized and sophisticated enterprises.

Key words: venture capital, experience; investment behavior; tax credits; firm survival



