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e 0.76) (0.86)
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Political Connections, Venture Capital Investments
and IPO Opportunities: Evidence from Start-ups
in China

CAI Wei-xing, HU Zhi-ying, HE Feng

(Dongling School of Economics and Management s University of
Science and Technology Beijing » Beijing 100083, China)

Abstract: Taking start-ups which published the prospectus between
2009 and 2011 as an example, this paper analyzes the effects of political con-
nections on venture capital investments and IPO opportunities from the per-
spective of equity financing. It arrives at the following conclusions: firstly,
political connections have significantly positive effects on venture capital in-
vestments and IPO opportunities; compared to enterprises without political
connections, enterprises with political connections are more likely to obtain
venture capital investments and IPO opportunities; secondly, the positive
effect of political connections on IPO opportunities is more significant in the
sample of enterprises with venture capital investments. The conclusions pro-
vide start-ups, venture capital institutions and related decision-making au-
thorities with important enlightenment.

Key words: political connection; venture capital investment; IPO op-

portunity; start-up (B E 1)
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