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This study examined how enterprise growth factors affect the return on venture capital investment for 

enterprises listed on Chinese Growth Enterprise Market (GEM). Using a sample of 235 venture capital 

backed enterprises listed on Chinese GEM over three years, we collected data from each company’s 

prospectus and listing documents. We also collected data from Chinese QINGKE Research Center 

Database. We found that (1) three growth factors (profitability, operational capability and innovation 

capability) were positively associated with venture capital return. (2) Both the composite growth indicator 

and the optimized composite growth indicator are positively related to venture capital return. The 

theoretical and practical implications are discussed. 
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INTRODUCTION 

 

Growing interest had been developed and extensive entrepreneurship research has been explored to 

understand the dynamics of venture capital, particularly, the rate of return to these investments. Venture 

capital investment literature has traditionally focused on portfolio returns for venture capital funds. The 

deal-specific investment has been largely ignored (Mason, 2002). With the limited research on deal-specific 

venture capital investment, most of them work on the characteristics of investment such as the way in which 

business angels harvested their investment and the length of the holding period (Mason, 2002). Information 

is limited in entrepreneurial enterprise factors that lead to different levels of investment return in venture 

capital. 

The limited number of research on deal-specific investment made by institutional venture capital 

investment firms relates to the sensitivity of the information. However, the overall performance of a fund 

is crucially dependent on the presence of a small number of very successful investments. These investments 

are the ones that are generally harvested by means of an Initial Public Offering (IPO) (Mason, 2002). On 
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the other hand, how can small and medium sized enterprises (SMEs) attract financial resources is always a 

big challenge for them. Typically venture capitalists are expected to focus on innovation, knowledge 

transfer and the like (Manigart, 2002). Manigart (2002) found that the distribution of returns to informal 

venture capital investment is highly skewed and required venture capital return vary systematically by stage, 

average size of investment, and by country.  

This study continues the work on answering what leads to higher return on venture capital for specific 

projects, and in particular it attempts to examine the relationship between entrepreneurial enterprise growth 

factors and return on venture capital in small business and entrepreneurship. Challenges faced by SMEs in 

financing are even more pronounced in emerging economies such as China due to a weak institutional 

environment (Huang, Boateng, &Newman, 2016). In order to improve access to external finance for growth 

SMEs, China has established a Growth Enterprises Market (GEM) Board in 2009 as part of its efforts to 

accelerate the development of Small and Medium-sized Enterprises (SMEs). Chinese GEB is a separate 

listing venue for smaller, fast growing and entrepreneurial companies and follows the practices of the 

NASDAQ market for SMEs in the USA. It aims to provide a platform where SMEs can obtain financing 

through public offering. The GEM has lower listing requirements for initial public offerings (IPOs) by 

Chinese start-up companies than those listed companies on the mainboard. As of the end of 2013, about 

350 listed firms were trading on the Chinese GEM Board. Among the firms listed on the GEM, 77 are from 

the telecommunication industry and 229 are from the high-tech or technology-intensive manufacturing 

industry. Almost all firms on the GEM Board are under the control of private investors or firms. 

Thus, we seek to answer the question that what factors may influence deal-specific venture capital 

investment? We propose that enterprise growth can be considered as a valid tool to predict the return on 

venture capital investment. Enterprise growth will be conceptualized and different dimensions of enterprise 

growth will be discussed. A unique dataset in Chinese GEM market will be analyzed to test the hypotheses. 

This article contributes to the existing literature in the following ways. First, we are among the few studies 

that examine the dynamics of deal-specific venture capital investment. Second, we will introduce the 

concept of enterprise growth and explore how different enterprise growth factors affect the return on venture 

capital in a transitional and emerging economy. Third, we extend the western literature by using a unique 

dataset in a transitional economy to test our hypotheses.  

The rest of this article is organized as follows. In the next section it reviews the extant literature relevant 

to venture capital investment return and enterprise growth and proposes hypotheses related to venture 

capital return. Then the research methodology is presented and data analysis techniques are discussed. Next, 

the findings are summarized and discussed. The paper concludes with a discussion of theoretical 

implications for future research and managerial implications for entrepreneur policy makers. 

 

LITERATURE REVIEW  

 

Extensive research has examined how Venture capital (VC) backed firms can perform better than non-

VC backed firms (Grilli, 2014, Gompers and Lerner, 2001). However, whether this investment ultimately 

leads to the high return of investment is not clear. One of the major criteria for determining venture 

investment is that VC investors are better at screening entrepreneurial firms that have high growth potential. 

Following the path, we would like to examine whether it is valid for venture capitalists to use potential 

growth as one of the major evaluation criteria. In this paper, we would like to examine for the financial 

viability and innovation capability characteristics of the portfolio companies that relate to the higher return 

of investment using a unique dataset from Chinese GEM.  

Researchers found mixed results in terms of the return of venture capital. Kaplan and Scholar (2005) 

reported that performance of private equity fund is equivalent to the return on S&P500 although substantial 

heterogeneity across funds exists. Phalippou and Gottschalg (2006) found that the performance of private 

equity funds is below that of the S&P 500. Other researchers have worked on the various factors that 

influence the return of venture capital. Externally, the factors include economic circles and industrial policy. 

Neto, Filho and Quelhas (2014) found that venture capital investment in the United States varies by the 

different economic circles. Vissing (2000) found that return on private venture capital was largely impacted 
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by different economic policies. Management, quality of the team and level of entrepreneurial skills is also 

found to be related to the performance of venture funds (Neto, 2014). Using a unique dataset of 163 venture 

capital-backed portfolio companies (PFCs), Gerasymenko (2015) found that the performance of young 

ventures is positively related to the scope of venture capital firm involvement. Manigart (2002) found that 

required returns on venture capital is positively associated with venture capital companies providing more 

intensity of involvement and having shorter expected holding period of the investment. Mason (2004) 

argued that venture capital firms invest for capital gain and they share in the success of the businesses that 

they invest in. Their investment is also fully exposed in the event that the business fails. Accordingly, 

venture capital firms might place great emphasis on the capability of the management team, the product 

and service and the market. They focus on factors such as entrepreneur or management team, strategy, 

operations, product or service, market, financial considerations, investor fit and so on. They further found 

that venture capital firms give greater emphasis to market issues and financial issues. Two further criteria: 

the entrepreneur and strategy are of secondary importance. The nature of venture capital also related to the 

return on venture capital investment. Erik and Lehmann (2006) found that syndicated venture capital 

investment showed significant higher return. Smolarski and Kut (2011) found that the type of equity-based 

venture capital financing has various effects on the performance of small and medium sized enterprises. 

Using a new European Union-sponsored firm-level longitudinal dataset, Grilli, Murtinu and ilano (2014) 

found that government-managed capital and independent venture capital funds have significant different 

impact on the performance of European entrepreneurial firms. The positive and statistically significant 

impact of syndicated investments by both types of investors on firm sales growth, but only when led by 

IVC investors. Chahine and Filatotchev (2008) suggested that IPOs with affiliated VCs in general, and 

particularly those affiliated with more prestigious underwriters, have a higher long-term abnormal return 

than both non-affiliated and non-VC-backed IPOs. Fitza and Sharon (2009) found that venture capital 

ownership and year effects accounted for significant variance in performance. Richardson (2003) found 

that the more money was raised in the venture fund’s vintage year, the worse is the fund’s subsequent 

performance. Finally, Fleming (2004) found that return on venture capital is related to different institutional 

types.  

Among all research on venture capital return, one of the factors that may lead to higher return on venture 

capital investment is the enterprise growth for the entrepreneurial firms. Mason (2009) set out some basic 

measurement indicators on high-growth and they asked for more understanding about the drivers of the 

growth. Croce (2013) measured firm growth by employing the growth in labor productivity and capital 

productivity in European venture capital (VC) backed firms in high-tech industries. Based on a longitudinal 

dataset of 200 U.S.-based venture capital firms over a twelve-year period, De Clercq and Dimov (2003) 

found that investment specialization in terms of industry and development stage has a positive effect on 

firm growth. They also found that whereas the degree of syndication at the initial investment round 

negatively affected investment performance, the total involvement by the investment syndicate over time 

has a positive impact on firm growth. Delmar, Davidsson and Gartnr (2003) explored heterogeneity in how 

firms have achieved high growth. Using the population of all firms in Sweden. They used nineteen different 

measures of firm growth and identified seven different types of firm growth patterns. Delmar, Mckelvie, 

and Wenneberg (2013) found strong support for the notion that profitability enhances both survival and 

growth, and growth helps profitability but has a negative effect on survival. Thus this paper will focus on 

the enterprise growth factors such as profitability, operational capability, solvency, cash flow and 

innovation.  

 

Hypotheses 

Researchers and practitioners have paid great attention to the relationship between the performance of 

funded firms and the return of the venture capital (Rosenbusch, Brinckmann, & Muller, 2012). Consistent 

with the resource-based view (Barney 1991), sound growth of small and medium sized enterprises usually 

start with achieving sufficient level of profitability (Davidsson, 2009). Profitability is the foundation of 

sustaining growth for businesses. Numerous studies have empirically explored the correlation between 

growth and profitability (Capon, Farley, & Hoenig, 1990; Coad, 2006, Davidsson, 2009) 
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Venture capital firms give greater attention to financial returns. They are return-driven. The sole 

objective of venture capital is to generate financial returns to investors. Profitability is one of the most 

important metrics that reflected a firms’ financial return and financial health. A business that is highly 

profitable has the ability to reward its investors with a large return on their investment. No business can 

survive for a significant amount of time without making a profit. Profitability reflects the operation situation 

of the company. Higher level of profitability attracts venture capital and is a good criterion that venture 

capitalists uses for evaluating investment projects. Business with higher profitability can quickly find the 

funding to support their financing and attract good management team. Venture capitals are frequently 

portrayed as investors that create value by providing financial resources as well as value-added functions 

such as managerial resources and access to the VC’s social capital and assurance to the founders and other 

resource providers including employees, customer, suppliers and other investor, which may lead to higher 

profitability for the entrepreneurial businesses. Cao (2008) found that private equity investment in 

enterprises with high profitability enterprises receive higher investment return. Zuo (2013) considered 

profitability as one indicator of enterprise growth. Wang (2013) examined Chinese small and medium-sized 

board listed companies and found that venture capital investing in enterprise with high profitability tend to 

have higher return on investment. Yu (2011) proposed that the profitability of enterprise is positively related 

to the return of the venture capital investment. Enterprise profitability indicates higher corporate profits. 

Thus, we propose that 

 

Hypothesis 1: Growth enterprise profitability is positively related to return on venture capital.  

 

Researchers also believed that the monitoring of the funded firms might help firms in using their 

resources more efficiently (Amit, et al., 1998; Barry et al., 1990, Gompers, 1995, Sahlman, 1990). 

Operational capability is defined as a firm’s ability to use resources effectively (Miller & Roth 19994). 

Firms gain an operating advantage by efficiently leveraging their resources to create operating income. 

Operational efficiency creates value that cannot be easily substituted. Operational capabilities can provide 

sustained competitive advantage (Hayes & Upton, 1998). A study of 870 U.S. software companies over the 

period of 1995-2007 found that companies with high level of innovation-related competitive actions but 

low operational capability were 466 per cent more likely to fail than the average. For a lot of entrepreneurial 

firms, operational skills were the key to avoiding corporate failure (Li, Shang, & Slaughter, 2010). The 

study showed the importance of operational capabilities and the need for management focusing in this area 

in order to sustain its competitive advantages. Zuo (2013) analyzed the impact of operational capability on 

business growth and proposed that the value of the enterprise can be increased by improving its operational 

capability. Thus, we propose that 

 

Hypothesis 2: Growth enterprise operational capability is positively related to return on venture capital.  

 

Solvency is another indicator of an enterprise’s state of financial health. It refers to an enterprise 

capacity to meet its long-term financial commitments. One of the indicators of the growth potential of a 

company is whether it is able to repay the debt in time. If the ratio is too high, it could mean that the 

company will become insolvent before turning profit and paying back the debt. Companies with good ratio 

of solvency are in a healthy financial situation. It indicated that enterprise assets are sufficient to cover its 

liabilities. Good ratio of solvency assures the growth of companies and leads to higher value of firms. Zuo 

(2013) proposed that solvency was one of the indicators of business growth for evaluating the value of 

investment institutions; Yu (2011) found that enterprise solvency was positively associated with annual 

return on investment. Zhang (2013) stated that debt-paying ability is an important measure of enterprises 

growth. Thus, we propose that 

 

Hypothesis 3: Growth enterprise solvency is positively related to return on venture capital. 
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Liquidity is another term that reflects an enterprise’s state of financial health. It refers to an enterprise’s 

ability to pay short-term obligations. Cash flow is critical for the health of a business. Strong cash flow 

provides the comfort and capabilities a business needed to invest in growth. Many companies have shown 

profits but stumbled later because of insufficient cash flow. Getting to a position of excess cash flow helps 

the company operate in a strategic, proactive way. Cash flow also gives the company great flexibility in 

responding to uncertain environment. Confidence in cash flow makes it easier to make critical decisions 

benefit for the company in the long run.  

The venture capital is concerned with getting a satisfactory return on the investment. They are 

concerned with the company’s cash-flow rights allocated to venture capital. When the uncertainty and the 

risk of the investment increases, the venture capital will value the venture lower and demand a higher 

fraction of the cash flow rights as a compensation for the investment (Boocock, et al, 1997). One of the 

management performance indicators is whether the company has a manageable cash burn rates and is 

expected to be cash-flow break even within 12 months in the past, and their cash low is positive to date. 

The cash flows are extremely important for early-stage ventures. Thus, we propose that  

 

Hypothesis 4: Growth enterprise cash flow is positively related to return on venture capital. 

 

Established corporations seeking growth and financial return today face an increasing need to innovate. 

Venture capital typically provides funding for costly technological innovation to generate returns for 

investors. Companies backed by venture capital focus on building up of absorptive capacity, engaging in 

in-house research and development while at the same time acquiring external knowledge. Absorptive 

capacity was the capacity to identify, assimilate and exploit new knowledge that has been generated outside 

of the firm, thereby absorbing it (Cohen & Levinthal, 1989, 1990). The dynamic capability nature of 

absorptive capacity allows companies to learn from both in-house and external knowledge (Zahra & 

George, 2002). Thus, innovation is a source of competitive advantage (Cassiman & Betugelers, 2002) that 

contributes to the company’s financial performance, which leads to higher return of venture capital. Da Rin 

and Penans (2015) found that firms engaged in “make and buy” obtain a higher percentage of their sales 

from innovative products. Bottazzi and Da Rin (2002) found that venture capital backed companies tend to 

have superior performance in producing commercially successful new technology. Venture capital typically 

has a finite life span and they would like to have an innovation strategy that can lead to the generation of 

commercially mature products and services within a short period. This strategy is to build up absorptive 

capacity through both internal and external research and development. Delmar (2003) found that venture 

capital considered innovation as an important indicator of investment in growth enterprise. Yu (2011) found 

that R&D investment is positively related to corporate growth. Venture capitalists typically favor company 

with high innovation capability. Thus, we propose that 

 

Hypothesis 5: Growth enterprise innovation capability is positively related to return on venture capital. 

 

Hypothesis 6: Enterprise growth is positively related to return on venture capital. 

 

Methods 

Sample 

Our sample consists of all 333 companies listed on the Chinese Growth Enterprise Market from October 

2009 (the date that Chinese GEB market opened) up to June 2012, of which 235 were venture capital backed 

enterprises. The venture capital backed enterprises are defined as one of the top ten stockholders in the 

company’s prospectus and also documented in the QINGKE Research Center Database. As the venture 

capital backed enterprises may have different venture capital backed, 379 samples were created. We 

collected data from each company’s prospectus and listing documents. We also collected data from 

QINGKE Research Center Database.  
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Variables 

The dependent variable is the average annual rate of return on venture capital. The independent 

variables are profitability, solvency, operational capability, cash flow and innovation. The entrepreneurial 

venture characteristics such as size, age and ownership concentration are controlled, as well as the 

characteristics of venture capital companies such as location and size. Table 1 summarizes the definition 

and description of all the variables.  

 

Analysis 

The composite indicator of enterprise growth was measured by conducting the factor analysis. Factor 

analysis of the basic model as shown in  

 

𝒀 = 𝜶𝟎 + 𝜶𝟏𝑿𝟏 + 𝜶𝟐𝑿𝟐 + 𝜶𝟑𝑿𝟑 + 𝜶𝟒𝑿𝟒 +⋯…𝜶𝒌𝑿𝒌 + 𝜹  (1) 

 

Next, we ran three-step multiple regression models to examine the relationship between enterprise growth 

and the return on venture capital investment.  

(1) The regression analysis between five common factors F1 ~ F5 and return on venture capital;  

(2) The regression analysis between comprehensive evaluation index F and return on venture 

capital;  

(3) The regression analysis between comprehensive optimally evaluation index F’ and return on 

venture capital. Multiple regression model as shown in (2)-(4): 

 

IR=𝜶
0
+𝜶

1
F1+𝜶2

F2+𝜶3
F3+𝜶4

F4+𝜶5
F5+𝜶6

CV1+𝜶7
CV2+𝜶8

CV3+𝜶9
CV4+𝜶10

CV5+𝜹  (2) 

 

IR=𝜶
0
+𝜶

1
F+𝜶

2
CV1+𝜶3

CV2+𝜶4
CV3+𝜶5

CV4+𝜶6
CV5 (3) 

 

IR=𝜶
0
+𝜶

1
F′+𝜶

2
CV1+𝜶3

CV2+𝜶4
CV3+𝜶5

CV4+𝜶6
CV5+δ  (4) 

 

Note: IR denotes return on venture capital, 𝛼𝑖 denotes regression coefficient of enterprises growth factors, 

Fi denotes the common factors, F denotes the comprehensive evaluation index of enterprises growth, F′ 

denotes the comprehensive optimally evaluation index of enterprises growth, CVi denotes the control 

variable index in venture capital (i=1~5). 
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RESULTS 

 

Factor Analysis of Enterprise Growth Variables 

The KMO and Bartlett test of enterprises growth showed that KMO value was 0.544 (P≤0.01). Thus 

factor analysis was conducted accordingly and the results were shown in Table 2. Five factors with value 

of greater than 1.0 emerged and accounted for 73.868% of the total variance. Factor one was defined as the 

solvency factor, Factor two was defined as the cash flow factor, Factor three was defined as the profitability 

factor, Factor four was defined as the operational capability factor, and Factor Five was defined as the 

innovation factor corresponding to different variables. The composite enterprise growth index as created 

by the following formula: 

 

F=0.2790F1+0.2334F2+0.2200F3+0.1398F4+0.1279F5 

 

TABLE 2 

FACTOR ANALYSIS OF ENTERPRISE GROWTH 

 

Index 

Initial Eigenvalues Extraction Sums of Squared  Rotating Sums of Squared 

Sum 

Variance 

% 

Accumulation 

% Sum 

Variance 

% 

Accumulation 

% Sum Variance % 

Accumulation 

% 

1 2.472 22.475 22.475 2.472 22.475 22.475 2.267 20.606 20.606 

2 1.913 17.394 39.869 1.913 17.394 39.869 1.897 17.243 37.849 

3 1.660 15.090 54.959 1.660 15.090 54.959 1.787 16.249 54.097 

4 1.131 10.283 65.241 1.131 10.283 65.241 1.136 10.326 64.423 

5 1.049 8.626 73.868 1.049 8.626 73.868 1.039 9.445 73.868 

6 0.891 8.104 81.971       

7 0.822 7.473 89.444       

8 0.661 6.005 95.449       

9 0.354 3.219 98.669       

10 0.121 1.097 99.765       

11 0.026 0.235 100.000       

Note: Extract is the analysis of main component. 

 

Statistical Analysis Between the Enterprise Growth Factors and Return on Venture Capital 

As shown in Table 3, profitability was significantly related to return on venture capital (b= 0.05, p < 

.05) and Hypothesis 1 was supported. Operational capability was positively related to venture capital return. 

Hypothesis 2 was supported (b = 0.06, p < .05). The relationship between solvency and return on venture 

capital was not significant, thus, Hypothesis 3 was not supported. The relationship between cash flow and 

return on venture capital was not significant, thus, Hypothesis 4 was not supported. Innovation capability 

was positively related to return on venture capital (b =0.12, p <.05). 

In order to further validate the results in this paper, we performed the grey relational model analysis 

between enterprises growth factors and return on venture capital and found no significant difference among 

the three relationships. We also ran the regression analysis between the composite enterprise growth index 

and return on venture capital. As shown in Table 4, the composite enterprise growth index was significantly 

related to return on venture capital (b = 0.11, p <.01). 
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TABLE 3 

REGRESSION ANALYSIS BETWEEN THE ENTERPRISE GROWTH FACTORS AND 

RETURN ON VENTURE CAPITAL 

 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. B Standard error  

 

 

 

 

 

 

 

Constant 15.961 5.201 -- 3.069 0.002 

F1 0.273 0.301 0.045 0.907 0.365 

F2 -0.152 0.302 -0.025 -0.505 0.614 

F3 0.358 0.304 0.059 1.176 0.041 

F4 0.701 0.302 0.116 2.321 0.021 

F5 0.656 0.302 0.109 2.175 0.030 

 

CV1 12.218 18.200 0.035 0.671 0.042 

CV2 0.227 0.087 0.137 2.605 0.010 

CV3 0.005 0.025 0.011 0.221 0.025 

CV4 1.253 0.668 0.095 1.877 0.021 

CV5 394.423 77.642 0.258 5.080 0.000 

  R2   
Change statistics 

Change of R2  df1 df2 Change of Sig. F 

  0.439   0.111  10 368 0.000 

 

Further, as the results shown in Table 2 that solvency factor and cash flow factor were not significantly 

related to the return on venture capital, these two factors were dropped and we created the optimized 

enterprise growth index: 

 

F’=0.4511F3+0.2867F4+0.2622F5 

 

Another round of regression analysis was conducted between optimized enterprise growth index and 

return on venture capital. The results were shown in table 5, enterprise growth coefficient of optimization 

of comprehensive evaluation index is 0.149, p < 0.01. It showed that the relationship between optimized 

comprehensive evaluation and the return on venture capital is more significant, compared with 

comprehensive evaluation. Thus, Hypothesis 6 was supported (Table 5). 

 

DISCUSSION 

 

The article shed light on the question in terms of factors that can influence the return of venture capital 

on specific projects. As one of the few studies that examine the dynamics of deal-specific venture capital 

investment, this study extended the western literature by using a unique dataset in a transitional economy 

to test our hypotheses.  

Using a sample of 235 venture capital backed enterprises listed on the Chinese Growth Enterprise 

Market from October 2009 up to June 2012, we focused on deal-specific investments and found that 

entrepreneurial enterprises growth is positively associated with venture capital return. Particularly three 

indicators of enterprise growth, profitability, solvency and innovation capability are positively related to 

the return of venture capital. Both the composite growth indicator and the optimized composite growth 
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indicator are positively related to venture capital return, although the latter fits the model better. No 

significant relationship was found between venture capital return and solvency and cash flow. In addition, 

the analysis of the grey relational model between enterprises growth and return on venture capital suggests 

that the influence degree of the risk investment return are ranked “operation ability> innovation > 

profitability”. As highlighted by Gompers and Lerner (2001), one of the pending research questions is the 

causality of the firm performance and the presence of VC. In fact, the higher performance or firm growth 

found in VC-backed firms is related to the presence of VCs, but it might also be explained by the 

attractiveness of firms with greater business opportunities. In other words, VC-backed firms might be better 

than non-VC-backed ones before the first round of VC financing. As our data is collected for the first round 

of VC financing (IPO), the higher performance of VC-backed firms can be better (at least partially) 

explained by the ‘screening’ ability of VCs. 

 

TABLE 4 

REGRESSION ANALYSIS BETWEEN COMPOSITE ENTERPRISE GROWTH INDEX F AND 

RETURN ON VENTURE CAPITAL 
 

Model 

Unstandardized  

Coefficients 

Standardized 

Coefficients 

     t     Sig. B Standard error Trial version 

 
Constant      16.449       5.184  3.173     0.002 

 F       1.426       0.646    0.110 2.207 0.028 

 

CV1 16.263 18.102 0.047  0.898    0.037 

CV2 0.167 0.083 0.100  2.002    0.046 

CV3 0.010 0.025 0.021 0.425 0.021 

CV4 1.218 0.668 0.093 1.822 0.019 

CV5 406.537 77.432 0.266 5.250 0.000 

  R2   

Change the statistics 

Change of R2  df1 df2 
Change of Sig. 

F  

  0.375   0.013  6 372 0.000 
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TABLE 5 

REGRESSION ANALYSIS BETWEEN OPTIMIZED ENTERPRISE GROWTH INDEX F’ AND 

RETURN ON VENTURE CAPITAL 
 

Model 

Unstandardized  

Coefficients 

Standardized 

Coefficients t Sig. 

B Standard error Trial version 

 

Constant 16.666 5.156  -3.232 0.001 

𝐹′ 1.506 0.500 0.149 3.014 0.003 

CV1 11.659 18.027 -0.033 -0.647 0.018 

CV2 0.181 0.083 -0.109 -2.189 0.029 

CV3 0.011 0.024 -0.022 -0.456 0.049 

CV4 1.330 0.663 0.101 2.006 0.046 

CV5 398.958 76.681 0.261 5.203 0.000 

  R2   

Change the statistics 

Change of R2  df1 df2 
Change of Sig. 

F  

  0.375    0.013  6 372 0.000 

 

This article also has practical implications for venture capital investors and venture enterprises. First, 

profitability largely impacts the growth potential. Venture enterprises need to increase profitability so that 

they can outcompete others in the same industry or in GEM. Second, operational capability is another 

dimension that VC investors need to look at. Venture enterprises operate with less asset to have the highest 

productivity in shortest time tend to have highest efficiency and best return for their investors. Finally, 

enterprise mangers need to upgrade their mode of innovation, research and technology innovation and 

management innovation to showcase that their enterprises will have the high return for their investors.  

This study is not without limitation. First, there is a slight lag of the sample data caused by the data 

acquisition limit; Second, the return on venture capital only selected samples from the IPO exit, and it 

cannot completely show all the way out. Finally, this is not a longitudinal study, the causal relationship 

needs to validate with future studies.  

 

CONCLUSION 

 

This research examined the antecedents of return on deal-specific venture capital investment. We found 

that entrepreneurial enterprise profitability, operation ability, and innovation are significantly positively 

related to the return on venture capital investment. The optimized growth index is significantly positively 

related to return on venture capital investment. This indicates that when venture capitalists make investment 

decisions, one of the major evaluation criteria can be the potential growth of the enterprise. Particularly, 

they shall consider simultaneously enterprise profitability, operational ability and innovation.  
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