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Table 1 Year distribution of sample firms
2007 118 118 90 90
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659 412 1071 563 337 900
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Table 2 Comparison of approval probability of IPO application and durations of IPO process between VC-backed firms and non-VC-backed firms
N T N T T
( pass) (r1/7 ) (127 )
522 0.745 . 433 1261 ) 303
-1.69 3.20%** 2.23%*
549 0.789 467 1 090 277
274 0.755 ] 233 1 026 i 279
-1.91" -1.76" 0.29
275 0.822 234 1153 275
219 0.776 194 1 087 286
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e a7 | 1547 | 339 | 1338 Table 4 Regression results of the effect of VC backing on approval
E— o . o 3 077 probability of IPO application and durations of IPO process
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Table 5 Regression results of the effect of VC” s Characteristics on probability of PO approval and duration of IPO process
(Y = pass) (Y =InT1) (Y=InT2)
! 2 3 4 5 6 7
0.641%% | 0.518" 0.522" ~0.036 ~0.045 0. 046 0.045
whshr (2.43) (1.78) (1.77) | (-0.67) | (-0.84) | (0.95) | (0.94)
e ~0.043 | —0.041 | -0.041 ~0.034 0.045 | -0.068 | -0.068
(-0.17) | (=0.16) | (=0.16) | (-0.63) | (-0.84) | (-1.36) | ( —1.36)
s LS479% | Losa®* | 12177 | —0.212%% | —0.112% | —0.101** | —-0.096"
(4.94) (3.20) (2.88) | (-3.80) | (-1.93) | (-1.97) | (-1.70)
20.095 | -0.069 | —0.094 | 0.250*** | 0.474%* | 0.087 0.08
st (-0.30) | (-0.22) | (-0.25) | (3.73) (4.65) (1.54) (1.10)
0. 694 0. 689
wphshr X vpfums (1.09) (1.07)
. 0.007 0. 308 *** ~0.019
vpsiade X opfarms (0.14) ( =3.19) (-0.17)
0.295 0.291 0.293 0.071 0.065 0.012 0.012
P (1.23) (1.22) (1.22) (1.43) (1.31) (0.26) (0.25)
0.004 | -0.004 | -0.004 | —0.0117* | —0.0117* | 0.001 0.001
" (-0.34) | (-0.38) | (-0.39) | (-5.50) | (-5.60) | (0.49) (0.49)
0.076 0.080 0.084 | -0.239% | —0.252°* | —0.189** | -0.190**
growth (0.16) (0.16) (0.17) | (=255 | (-2.74) | (-2.14) | ( -2.15)
‘ Z0.264 | -0.284 | -0.285 | 0.166™* | 0.163 | 0.123%* | 0.123%
e (-1.09) | (-1.14) | (-1.16) | (3.00) (3.09) (2.78) | (2.77)
0.010 0.010 0.010 Z0.004° | -0.004" | -0.003 | -0.003
e (0.89) (0.90) (0.91) | (-1.68) | (-1.76) | (-1.57) | (-1.57)
o 0.268 0.271 0.272 0.030 0.036 ~0.047 | -0.047
(1.09) (1.10) (1.11) (0.61) (0.75) | (-1.05) | (-1.04)
o 0.133 0. 143 0.146 | -0.108** | —-0.118** | -0.010 | -0.011
(0.49) (0.53) (0.53) | (=1.99) | (-2.21) | (-0.22) | ( -0.23)
~0.277 | -0.289 | -0.284 0.019 0.013 0.009 0.009
e (-0.66) | (-0.68) | (-0.67) | (0.17) (0.12) (0.10) (0.10)
op! 0.021 % | 0.021*** 0.021** | —0.005™** | —0.005*** 0.002 0.002
(3.04) (3.00) (3.000 | (-2.69) | (-2.76) | (1.34) | (1.34)
- Z0.084 | -0.003 | -0.092 | 0.120% 0.126% | 0.4567% | 0.456**
SWE (-0.28) | (-0.31) | (-0.31) | (1.81) (1.94) (7.71) | (7.71)
0.077 0.073 0.073 ~0.028° | -0.026" 0.003 0.003
mktindex
(1.06) (1.02) (1.02) | (=1.77) | (-1.69) | (0.18) | (0.19)
Z0.049 | -0.050
reptrent (-0.56) | (-0.57)
s 3.055 3.579 3.621 | 45137 | 4.5307% | 3.2837% | 3.283
(0.68) (0.77) (0.78) (4.33) (4.53) (3.89) | (3.89)
N 537 537 537 467 467 467 467
R IR 0. 121 0.123 0.123 0.377 0.393 0.363 0.363
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Table 6 Result of Heckman two-stage regression
Heckman Heckman
( prebit) Heckman ( probit) Heckman
=up = pass =up =InTl =InT2
0.295" -0.076** -0.063"
v (1.86) (-2.37) ( -1.85)
1.890** 3. 143
wplocal
(2.16) (3.24)
-0.130 2.582%%* 0.135
IMR
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N 1 067 1 067 900 900 900
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VC backing approval probability of IPO application for the first time and
durations of IPO process: Evidence from Chinese SME and GEM

ZENG Qing-sheng' CHEN Xin-yuan' HONG Liang’

1. Institute of Accounting and Finance Shanghai Uinversity of Finance and Economics Shanghai 200433
China;

2. Beijing Branch of China Securities Regulation Commission Beijing 100033  China

Abstract: In recent years more and more pre-IPO companies are absorbing venture capital ( VC)  but few
literatures studied the motivation of introducing VC from a perspective of institutional background. Based on
the specific background of stock issuance examination and approval system in China this paper reveals for the
first time the Chinese predPO companies’ motivation of absorbing VC from the dimension of the VC advan—
cing the probability of IPO success and the efficiency of the IPO process which is different from the corre—
sponding motivation of firms in developed markets. The evidences show that the VC not only significantly ad—
vances the CRSC’ s approval probability of the backed firm” s IPO application for the first time but also short—
ens the duration of the whole TPO process and duration of CRSC’ s approval of IPO application that these
effects are mainly caused by the high reputation VC and that other VC characteristics such as shareholding ra—
tio ownership and number of VCs in a company have no or inconsistent effects on the approval probability
of IPO application and durations of the IPO process.

Key words: venture capital; approval probability of TPO application; durations of IPO process; examination

and approval system



