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Small- and medium-sized enterprises (SMEs) are considered to have potential innovation capabilities and can create new market
opportunities. Venture capital can financially support entrepreneurial activities for economic growth and governs and nurtures
the growth of the SMEs. 2e aim of this study is to investigate the influence mechanism of venture capital on the development of
SMEs in agri-food industry. Based on the enterprise growth theory, this study constructed an evaluation model, consisting of
technological innovation, profitability, development capability, and solvency, to examine the effect of venture capital on the
growth of agricultural SMEs. Using data of 40 agricultural SEMs from the SME and ChiNext boards in China, the empirical
analysis has been conducted with the multivariate regression analysis method. 2e results show that the venture capital can
significantly improve the technology innovation, profitability, and growth ability of SMEs. For the solvency of SMEs, the
promoting role of venture capital is not obvious. Finally, the practical implications of this study for venture capitalists, en-
trepreneurs, and regulators are discussed.

1. Introduction

Small- and medium-sized enterprises (SMEs) are of great
value to the stable and sustainable development of the
economy and attracted high attention from governments
worldwide. SMEs are viewed as a trigger of innovation and
economic development, which can promote economic
growth, urbanization, employment, technological innova-
tion, social harmony, and stability. Data collected by
Ayyagari et al. from 76 developing and developed countries
show that SMEs account for nearly 60% of manufacturing
employment on average [1]. Recently, many policies have
been intensively formulated to stimulate the development of
SMEs, such as preferential taxation policies in China [2, 3].
According to data from the National Bureau of Statistics,
there are 369,000 SMEs at the end of 2018 in China, ac-
counting for 97.6% of the total number of industrial en-
terprises above the designated size. 2e main business
income of SMEs reached 57.9 trillion Yuan, accounting for

56.7% of the regular main business income. 2e total profit
of SMEs was 3.4 trillion Yuan, accounting for 51.6% of the
total profits of the enterprises. SMEs play a significant role in
contributing to the national goal of wealth creation and
making China an industrialized country [4].

2e lack of credit is a main constraint inhibiting the
growth of SMEs. Due to unreliable security coupled with an
unsound system of legislation and management, SMEs
cannot get financial support. Financing channels and costs
are often listed as one of the most restrictive characteristics
of SMEs in the business environment. 2e lack of access to
finance is considered as major constraint by about 30% of
SMEs, which is similar to economic policy uncertainty and
corruption [5]. 2e financing barriers faced by SMEs are
always higher than those of lager enterprises, such as high
transaction costs, information asymmetry, inferior position
in credit filtration, and greater risks in operation. 2e rel-
ative surplus of macro economy has led to the slow growth of
SMEs. Difficulties in credit accumulation lead to the lack of
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financing channels for SMEs [6]. Formal financial institu-
tions considered SMEs as highly risky and difficult to survive
commercially. 2en, many SMEs could not get sufficient
loans from banks. Even though some traditional financial
institutions are optimistic about the development of SMEs,
they are not willing to provide loans to SMEs without ef-
fective guaranty. Due to the insufficient provision of fi-
nancial services to SMEs, financial constraints are likely to
affect business creation and improvement of SMEs [7].

Financial support is the cornerstones for rapid growth
of SMEs. As one source of nonbank financing, venture
capital is quite prevalent in developed financial markets,
which provide an initial capital for the development of
many large companies, such as FedEx. King pointed out
that venture capital firms operate in a rapidly changing
environment [8]. Venture capital funds generally invest in
those technology-based private firms that are likely to go
public or being acquired at a premium within a few years.
2e entrepreneurs could obtain venture capital financing at
different stages, including seed, start-up, expansion, de-
velopment, or bridge finance. Venture capitalists can
provide financial resources, managerial skills, and technical
expertise to the investing enterprises through detailed
preliminary research [9]. 2e providers of venture capital
would actively take an ownership stake in the business,
provide the needed capital, and share the risk when they
considered that a business idea is promising. In other
words, the venture capital has been another source of fi-
nance for SMEs, which has winning but risky business
proposals and a shortage of capital. By providing equity
capital, venture capital plays an important role in en-
hancing growth of SMEs [9]. Currently, SMEs receive more
serious financing constraints under the background of
“state advanced and private retreats” in China, which se-
riously restrict the development and transformation of
enterprises. For SMEs, the first priority is to make full use of
venture capital to promote the growth of SMEs.

Based on enterprise growth theory, this study compared
the differences in the economic value added between ven-
ture-capital-backed and non-venture-capital-backed SMEs.
2e promoting role of venture capital on the growth of SMEs
in agri-food industry is assessed by an evaluation model
consisted of technological innovation, profitability, devel-
opment capability, and solvency. Finally, this study pro-
posed the practical implications for venture capitalists, SMEs
owners, and regulators. We make two major contributions
to the literature. First, we constructed a research model to
conduct a comparative study on the economic value added
of venture capital. Second, the empirical study reveals the
mechanism of venture capital influencing the growth of
SMEs in agri-food industry.

2is paper is organized as follows. Section 2 discusses the
literature on the impact of venture capital on growth of
SMEs and provides hypotheses. Section 3 introduces vari-
ables, data, and research model. Section 4 conducts a
comparative static analysis on the effects of venture capital
on growth of SMEs by using the multivariate regression
analysis method. Finally, we present conclusions, implica-
tions, and suggestions for future research.

2. Theory and Hypotheses

SMEs account for a large share of employment and a large
share of enterprises in the private sector, which have played
important roles in the development of developing countries,
such as driving innovation and competition [10]. 2ere are
four type issues affecting the SMEs: poor funding, worst
business environment, lack of access to modern technology,
and low managerial skills [11]. To promote the growth of
SMEs, proper financing of SMEs is essential. By identifying,
financially supporting, and cultivating the growing enter-
prises with entrepreneurial tenacity, venture capital has
showed a promoting role in the development of SMEs, which
mainly reflect in the improvement of technological inno-
vation, profitability, development capability, and solvency.

2.1. Impact ofVentureCapital on theTechnological Innovation
Ability of SMEs. One of the inherent pursuits of venture
capital is to obtain high returns. 2e improvement in
technological innovation can enhance productivity and
profit of SMEs, which help to achieve the investment ob-
jectives of venture capital. Ueda and Hirukawa revealed that
venture capital has significant positive effect on the number
of patents [12]. Venckuviene and Saboniene pointed out that
the value-added services of venture capital can improve the
innovation capabilities of enterprises [13]. Wang found that
there is a significant positive correlation between venture
capital and technological innovation, which vary among
different regions in China [14]. Previous studies indicated
that venture capital can provide substantial financial support
for technological innovation of SMEs. Based on the dis-
cussion of this section, we propose the following hypothesis:

(i) H1a: SMEs with the participation of venture capital
have better technological innovation capacities than
those without the participation of venture capital

(ii) H1b: venture capital has a positive effect on the
improvement of technological innovation capacity
of SMEs

2.2. Impact of Venture Capital on the Profitability of SMEs.
Profitability is an important indicator to evaluate the de-
velopment of SMEs, which is also a growing concern for
venture capitalists. Chahine et al. found that enterprises
supported by venture capital have good profitability and
market performance [15]. Audretsch and Lehmann pro-
posed that venture capital has a positive effect on enterprise
performance, which is complementary to bank loans [16].
Sun suggested that enterprises supported by venture capital
have good performance in the first year after initial public
offering, which is better than those of enterprises without
venture capital [17]. On the contrary, other researchers
concluded that venture capital has a nonpositive effect on
enterprise performance. For SMEs, the introduction of
venture capital can raise the urgently needed capital for
promoting the development and improving the performance
of enterprises. By raising the share of capital, venture cap-
italists can exert more influences on the management of
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SMEs and obtain better returns. 2erefore, based on the
above discussion, the following hypotheses have been put
forward:

(i) H2a: SMEs with the participation of venture capital
have higher profitability level than those without the
participation of venture capital

(ii) H2b: venture capital has a positive effect on the
improvement of profitability level of SMEs

2.3. Impact of Venture Capital on the Development Capability
of SMEs. When selecting investment object, the potential
growth of enterprises is the focus of venture capitalists. With
the support of venture capital, the development capability of
SEMs can be greatly improved. Davila et al. suggested that
the most attractive enterprises to venture capital are SMEs
with good development prospects [18].2ese enterprises can
attract outstanding talents and high-tech to prompt the
growth of enterprises. From the perspective of value-added
services, Chemmanur and Loutskina proved that excellent
venture capital can bring first-class brokers and institutional
investors to enterprises, which plays a positive role in
promoting the development of enterprises [19]. Rosenbusch
et al. confirmed that venture capital has a significantly
positive impact on the growth ability of enterprises [20].
According to the above analyses, the following hypotheses
have been introduced:

(i) H3a: SMEs with the participation of venture capital
have higher development capability than those
without the participation of venture capital

(ii) H3b: venture capital has a positive effect on the
improvement of development capability of SMEs

2.4. Impact of Venture Capital on the Solvency of SMEs.
When investing, venture capitalist can provide intellectual
capital, professional relationships, management guidance,
business development, and business model consulting for
SMEs. Jain and Kini found that there is an increase in sales
volume and sales growth rate for SMEs with venture capital
after being listed [21]. Nahata concluded that venture capital
with higher reputation can significantly improve the sol-
vency of SMEs [22]. Chaopeng et al. confirmed that venture
capital can suppress excessive investment of the enterprise in
free cash, enlarge short-term debt and equity financing, and
alleviate the shortage of cash flow to a certain extent [23]. For
SMEs with poor solvency, the introduction of venture capital
can drive other social capital to invest in enterprises. 2e
following hypotheses have been put forward according to the
above-mentioned analyses:

(i) H4a: SMEs with the participation of venture capital
have higher solvency than those without the par-
ticipation of venture capital

(ii) H4b: venture capital has a positive effect on the
improvement of solvency of SMEs

From enterprise growth theory, the enterprise growth
can be defined as a process in which enterprises grow from

small to large and fromweak to strong and constantly realize
scale expansion in market competition. 2e scale expansion
includes output scale expansion, input scale expansion,
profit scale expansion, and value scale expansion. In this
study, we selected four indicators, including technological
innovation ability, enterprise profitability, enterprise de-
velopment ability, and enterprise solvency ability, to mea-
sure the growth of enterprises, especially for SMEs. 2e
influences of venture capital on the growth of SMEs are
conducted from the two perspectives of the context of
venture and the degree of participation of venture capital. To
reflect the effect of environmental factors, the control var-
iables are introduced into the empirical process. 2e re-
search conceptual model in this paper has been constructed,
as shown in Figure 1.

3. Data and Methodology

3.1. Data. Data for this study were derived from 40 ag-
ricultural SMEs on the SME and ChiNext boards in China
by the end of 2018. In view of complexity of data and
samples of discrete, the data on investment time of
venture capital, institutional background, and financial
status are all from the prospectuses and listing financial
reports of GEM companies. Other data that cannot be
directly collected are obtained by calculation. Referring to
the method adopted by Chaopeng et al. [23], the SMEs
that meet the following criteria are considered to have
venture capital background: the names of top 10 major
shareholders including “entrepreneurship investment,”
“venture capital,” and “science and technology invest-
ment,” or a venture capital share of more than 5%.
According to this criterion, the selected 40 SMEs were
divided into two categories: 20 SMEs with the context of
venture capital and 20 SMEs without the context of
venture capital.

3.2. Methodology. Using the multivariate regression anal-
ysis method, this paper studies the promoting role of
venture capital on the growth of SMEs in agriculture.
Table 1 displays the descriptions of the variables. Among
dependent variables, the technological innovation ability of
SMEs is reflected by the variables R&D investment in-
tensity (RDINV). 2e profitability of SMEs is reflected by
the operating profit margin (OPGR) and the rate of return
on net assets (NAIR). To evaluate the development ability of
SMEs, we choose two variables of the operating income
growth rate (OIGR) and the growth rate of total assets
(TAGR). Finally, the solvency of SMEs is reflected by the
cash flow ratio (CASHCL) and the current ratio (CR). 2e
independent variables are a mix of categorical and con-
tinuous variables. 2e independent variable is represented
by DumVC, DumVC1, DumVC2, DumVC3, and DumVC4.
Among independent variables, the variableDumVC reflects
the context of venture capital and the variables DumVC1,
DumVC2, DumVC3, and DumVC4 reflect the degree of
participation of venture capital in SMEs. In addition, we
take into account the influence of enterprise’s own
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characteristics on the relation between venture capital and
the growth of SMEs. Control variables, including TA, ALR,
Zindex, and Time, are selected to evaluate this impact of
enterprise’s own characteristics.

3.3. Model. To test our hypotheses related to the effects of
venture capital on the growth of SMEs, the multiple linear
regression models are constructed. 2ese models are
expressed by

Table 1: Description of variables and values assigned.

Variables Symbol Description

Dependent
variables

R&D investment intensity RDINV Expenditures by a firm on its research and development divided by the firm’s
sales.

Operating profit margin OPGR It is calculated by dividing the operating profit by total revenue.
Rate of return on net assets NAIR A ratio of net income to the average total assets.
Operating income growth

rate OIGR Ratio of increase in operating revenue of current period to prior current
period.

Growth rate of total assets TAGR Ratio of increase in total assets to total assets.
Cash flow ratio CASHCL Ratio of net cash flow from operating activities to incur debts.
Current ratio CR Ratio of current assets to current liabilities.

Independent
variables

Context of venture capital DumVC
DumVC� 1 if the names of top 10 shareholders including “entrepreneurship
investment,” “venture capital,” and “science and technology investment,” or a

venture capital share of more than 5%, otherwise 0.

Degree of participation of
venture capital

DumVC1 DumVC1� 1 if the share ratio of venture capital ranges between 5% and 15%
(inclusive of 5% and 15%), otherwise 0.

DumVC2 DumVC2�1 if the share ratio of venture capital ranges between 15% and 25%
(inclusive of 25%), otherwise 0.

DumVC3 DumVC3�1 if the share ratio of the venture capital ranges between 25% and
35% (inclusive of 35%), otherwise 0.

DumVC4 DumVC2�1 if the share ratio of venture capital is greater than 35%, otherwise 0.

Control variables

Total assets TA Total assets of enterprise.
Enterprise liabilities ALR Ratio of total liabilities to total assets.

Ownership structure Zindex Ratio of the percentage of the first major stockholder to the percentage of the
second major stockholder.

Time span Time Time it takes for a SME to go IPOs from start-ups.

H2a

H2b

H4a

H4b

H1a

H3a

H3b

H1b

Control variables 

Total assets of enterprise 

Enterprise liabilities 

Stock concentration 

Time span 

Growth of SMEs 

Technological innovation ability 

Enterprise profitability 

Enterprise development ability 

Enterprise solvency ability 

Context of venture

Degree of participation of 
venture capital 

Venture capital 

Figure 1: 2e research conceptual model.
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yi � α0i + α1iDumVC + α2iTA + α3iALR

+ α4iZindex + α5iTime + εi,

yi � β0i + β1iDumVC1 + β2iDumVC2 + β3iDumVC3

+ β4iDumVC4 + β5iTA + β6iALR

+ β7iZindex + β8iTime + εi,

(1)

where y(i � 1, 2, . . . , 7) represents the dependent variables,
including R&D input intensity, operating profit margin, rate
of return on net assets, operating income growth rate,
growth rate of total assets, cash flow ratio, and current ratio;
α0, β0, and λ0 are the intercept of models; αi (i� 1, 2, . . ., 12)
and βi (i� 1, 2, . . ., 12) are the coefficients of models; and εi
are the random error terms.

4. Results

4.1. Descriptive Statistics. 2e statistical results show that
venture capitalist prefers to invest in SMEs which have
relatively stable income. 2e shareholding ratio of venture
capital has influences on the operation of SMEs.2e rational
shareholding ratio of venture capital can effectively improve
the technological innovation and the operating performance
of SMEs. Ruhnka and Young proposed that the optimum
share ratio of venture capital in SMEs is 30% [24]. Currently,
the share ratio of venture capital of 65% SMEs in China is
less than 25%. Meanwhile, the venture capitalists prefer a
long-established company. 2e data show that 80% SMEs
without venture capital have less than 10 years from es-
tablishment to listing. Correspondingly, 55% of SMEs with
venture capital context took more than 10 years to listing.
Figure 2 shows the distribution of the dependant variables
and control variables of all collected sample enterprises.
Compared to SMEs without venture capital, SMEs with
venture capital have better performances in terms of tech-
nological innovation investment intensity, operating profit
margin, return on net assets, operating income growth rate,
growth rate of total assets, cash flow ratio, and current ratio.
To ensure investment income, venture capitalists tend to
invest in a large-scale, long-established, low-leverage, and
high-return SME in the agri-food industry.

4.2. Regression Analysis and Hypothesis Testing. Using SPSS
21, the Pearson correlation test is performed. 2e results
indicate that the pairwise correlation between the variables is
weak (the Pearson correlation coefficients are less than 0.5).
2e variance inflation factors of all variables are less than 2,
which reveal that the effect of multicollinearity among
variables is not significant. In addition to categorical vari-
ables and ordinal variables, other variables are processed by
multiple regressions after logarithmic treatment. 2e re-
gression results are shown in Table 2–5, respectively.

As shown in Table 2, the coefficient of DumVC in model
1 is 0.012, which indicates the significantly positive influence
of venture capital on R&D investment intensity (RDINV) at
the level of 1%. Meanwhile, the total assets (TA) show a

positive correlation with R&D investment intensity
(RDINV), and the enterprise liabilities (ALR) have a negative
effect on R&D investment intensity (RDINV).2e regression
results show that the scale of technological innovation in-
vestment of SMEs with venture capital is more than that of
SMEs without venture capital. Large enterprises can provide
more capital for technological innovation.2e improvement
of enterprise’s sustainable development ability can bring
generous returns to venture capitalists, thus supporting H1a.
2e variables of share ratio of venture capital, including
DumVC1,DumVC2,DumVC3, andDumVC4, have different
influences on R&D investment intensity (RDINV).2e share
ratio of venture capital has a positive influence on R&D
expenditure of SMEs, which supports hypothesis H1b.

Table 3 shows the regression results of effects of venture
capital on profitability of SMEs. 2e coefficients between
venture capital and dependant variables (OPGR and NAIR)
are 0.022 and 0.126 respectively, which support hypothesis
H2a. 2e regression results of the shareholding ratio of
venture capital (including DumVC1, DumVC2, DumVC3,
and DumVC4) on operating profit margin (OPGR) show
that DumVC1 has no influence on OPGR, and the coeffi-
cients of DumVC2, DumVC3, and DumVC4 on OPGR are
0.05, 0.049, and 0.086 at the level of 5%, respectively. 2e
coefficients of DumVC1, DumVC2, DumVC3, and DumVC4
on profit margin of net assets (NAIR) are 0.098, 0.151, 0.213,
and 0.31 at the level of 1%, respectively. Hypothesis H2b is
supported. 2e results illustrate that the influences of
venture capital institutions on SMEs management can im-
prove the operation efficiency of assets and optimize the
capital structure of the invested SMEs. Increasing the
shareholding ratio of venture capital can strengthen SMEs’
adaptability to market changes and competitiveness, im-
prove the profitability, and obtain high returns.

2e regression results of venture capital on development
ability of SMEs are shown in Table 4. In model 1, the re-
gression coefficients of venture capital background
(DumVC) on the operating income growth rate (OIGR) and
the growth rate of total assets (TAGR) are 0.199 and 0.438,
respectively, which prove the role of venture capital on the
growth ability of SMEs and support hypothesis H3a. In
terms of the influences of shareholding ratio of venture
capital on development ability of SMEs, the regression re-
sults show that only DumVC4 is correlated with the oper-
ating income growth rate (OIGR) and the growth rate of total
assets (TAGR). 2e coefficients are 0.721 and 1.045 at the
level of 1%, respectively, thereby supporting H3b. 2e im-
provement of the shareholding ratio can enhance the in-
fluence of venture capital institutions on SMEs’ decision-
making and management and promote the ability of en-
terprise resources integration and the development of SMEs.
2e SMEs are successfully listed with the assistance of
venture capitalists, who will withdraw from the enterprises
after obtaining the final income.

2e regression results in Table 5 show that the venture
capital has no correlation with the cash flow rate (CASHCL).
2e share ratio of venture capital (including DumVC,
DumVC1, DumVC2, DumVC3 and DumVC4) has positive
effects on the current ratio (CR) at the level of 10%. 2e
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Figure 2: 2e mean value comparisons of development indicators of SMEs with or without venture capital.

Table 2: Effects of venture capital on the technological innovation of SMEs.

Dependant variable
RDINV

Model 1 Model 2
Constant 0.038∗∗∗ (0.565) −0.033∗∗∗ (−0.523)
DumVC 0.012∗∗∗ (2.025) —
DumVC1 — —
DumVC2 — 0.026∗∗∗ (3.195)
DumVC3 — 0.049∗∗∗ (5.008)
DumVC4 — 0.051∗∗∗ (6.500)
TA 0.009∗ (1.771) 0.011∗ (2.550)
Time — —
ALR −0.175∗ (−6.923) −0.099∗ (−3.601)
Zindex — —
F value 106.080∗∗∗ 138.264∗∗∗
Adjusted R2 0.890 0.946
Note. ∗p< 0.1; ∗∗p< 0.05; ∗∗∗p< 0.01. Source: authors’ elaboration.

Table 3: Effects of venture capital on the profitability of SMEs.

Dependant variable
OPGR NAIR

Model 1 Model 2 Model 1 Model 2
Constant 0.038∗∗ (0.265) −0.117∗∗ (−0.726) 0.324∗∗∗ (6.617) 0.163∗∗∗ (9.357)
DumVC 0.022∗∗∗ (1.782) — 0.126∗∗∗ (4.411) —
DumVC1 — — — 0.098∗∗∗ (3.994)
DumVC2 — 0.05∗∗∗ (2.378) — 0.151∗∗∗ (5.798)
DumVC3 — 0.049∗∗∗ (1.928) — 0.213∗∗∗ (5.349)
DumVC4 — 0.086∗∗∗ (4.232) — 0.31∗∗∗ (10.975)
TA 0.026∗∗ (2.449) 0.034∗∗ (2.896) — —
Time — — — —
ALR −0.348∗∗ (−6.616) −0.220∗ (−3.100) −0.269∗ (−3.572)
Zindex — — 0.004∗∗ (2.407) 0.003∗∗ (2.716)
F value 108.643∗∗∗ 89.574∗∗∗ 21.273∗∗∗ 28.325∗∗∗
Adjusted R2 0.892 0.919 0.609 0.778
Note. ∗p< 0.1; ∗∗p< 0.05; ∗∗∗p< 0.01. Source: authors’ elaboration.
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hypotheses H4a and H4b are partially supported. 2e
venture capitalists in China are intended to invest the SMEs
with guaranteed income, low current rate, and high
solvency.

5. Conclusions and Implications

5.1. Conclusions. 2is review created an evaluation model
to investigate the impact of venture capital and the share
ratio of venture capital on the growth of SMEs in agri-
culture based on enterprise growth theory. 2ese findings
can help the entrepreneurs of SMEs set a reasonable de-
velopment plan to attract venture capital. We found that
the venture capital in China has its own characteristics in
selecting investee and promoting the development of
SMEs. First, the venture capitalists prefer to invest in large-
scale SMEs with stable operation, low debt ratio, low
ownership concentration, and stable returns. Second, the
venture capital can improve the technological innovation,
the profitability, and the development ability of SMEs.
2ird, the venture capital has no significant impact on the
solvency of SMEs.

5.2. Implications. 2is study sought to further develop
enterprise growth theory. It provides theoretical basis and
practical reference for encouraging venture capital to invest
in SMEs, solving the financing constraints on SMEs, and
improving the growth of SMEs. From a practical per-
spective, this study provides some suggestions for SMEs in
China who want to obtain financial support from venture
capital for their own growth. First, the entrepreneurs
should formulate a scientific and standardized manage-
ment system and establish an internal organization with
clear responsibility in SMEs, based on the concept of
modern corporate governance. Under the premise of
protecting their own rights and interests, the entrepreneurs
should increase the share of venture capitalists in the
business income to attract the investment of venture
capital. In addition, some measurements should be adopted
to encourage the venture capitalists to participate in the
management of SMEs, so as to improve the value-added
service level of venture capital. Second, the venture capi-
talists should actively learn some Chinese laws about fi-
nancial investment, enterprise management, and operation
and fully understand the huge development potential of

Table 5: Effect of venture capital on the solvency of SMEs.

Dependant variable
CASHCL CR

Model 1 Model 2 Model 1 Model 2
Constant 1.112∗∗∗ (16.538) 1.112∗∗∗ (16.538) 2.444∗∗∗ (5.621) 1.201∗∗∗ (11.579)
DumVC — — 0.743∗ (3.094)
DumVC1 — — — 0.386∗ (2.640)
DumVC2 — — — 0.741∗ (4.762)
DumVC3 — — — 1.21∗ (5.088)
DumVC4 — — — 2.514∗ (14.912)
TA — — — —
Time — — — —
ALR −1.548∗∗ (−12.691) −1.548∗∗ (−12.691) −2.199∗ (−3.347) —
Zindex — — — −0.013∗ (−1.775)
F value 161.055∗∗∗ 161.055∗∗∗ 25.148∗∗∗ 62.545∗∗∗
Adjusted R2 0.804 0.804 0.553 0.888
Note. ∗p< 0.1; ∗∗p< 0.05; ∗∗∗p< 0.01. Source: authors’ elaboration.

Table 4: Effect of venture capital on the development ability of SMEs.

Dependent variable
OIGR TAGR

Model 1 Model 2 Model 1 Model 2
Constant −1.594∗∗ (−2.033) 0.209∗∗∗ (4.171) 0.153∗∗ (1.527) 0.242∗∗∗ (4.023)
DumVC 0.199∗∗ (1.729) 0.438∗∗ (3.088)
DumVC1 — — — —
DumVC2 — — — —
DumVC3 — — — —
DumVC4 — 0.721∗∗∗ (5.079) 1.045∗∗∗ (6.143)
TA 0.165∗ (2.235) — — —
Time — — — —
ALR — — — —
Zindex — — — —
F value 6.480∗∗∗ 25.793∗∗∗ 9.536∗∗∗ 37.733∗∗∗
Adjusted R2 0.219 0.389 0.180 0.485
Note. ∗p< 0.1; ∗∗p< 0.05; ∗∗∗p< 0.01. Source: authors’ elaboration.
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SMEs in China. Setting a reasonable investment plan of
venture capital is necessary for supporting the rapid growth
of SMEs in technology, management, etc. 2ird, the reg-
ulators should set perfect financing policy and scientific
credit supervision mechanism to guarantee revenue for
venture capitalists. A series of preferential policies, such as
investment subsidies, price subsidies, tax credit, and R&D
supports, should be adopted to improve the profitability of
SMEs and the investment income of venture capital. A seed
fund with government capital as the main body should be
established to introduce venture capital into the high-risk
and high-yield SMEs.
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