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ABSTRACT

At the first place, this study explains the origin of venture capital
with the technology innovation theory and the technology innovation
policy theory on the basis of defining the concept of venture capital. It
is believed that venture capital origins from the implement of the tech-
nology innovation policies of government and as an important part of
technology innovation policies, supportive policies of government for
venture capital are very active pushing force for the development of the
science and technology industry of a country or a district, even for the
development of the general economy.

Money supply, tax incentives and financial support are the most
often used supportive policies for venture capital intervention by coun-
try or district governments. As one of the supportive policies of gov-
ernment, the largest problem of money supply policy is how the gov-
ernment can withdraw. Despite the so-far relatively successful applica-
tion in some small countries such as Israel and Singapore, money sup-
ply policy is embarrassed with the difficulty of withdrawing .Tax in-
centive policy is comparatively practicable only if different countries
and districts could correctly judge upon the development stage of the
venture capital of their own country or district, otherwise the policy
will be just formalized. As the most frequently practiced supportive
policy of government, financial support has more complexity and big-
ger variability in policy designing. Once the financial support policy is

designed correct, it can achieve twice the result with half the effort.




-2 LEEE 'Y IR TS LT

Generally speaking, a country or a district will not set up only one
supportive policy. Instead it will associate the three above-mentioned
policies. Most frequently, the associative practice is realized by partic-
ular lawmaking. In European and American areas where venture capi-
tal prospers, usually there has been particular lawmaking for organiza-
tions and funds of venture capital. Particular lawmaking for venture
capital is still scarce in the developing countries and districts.

Even as a fresh troop in the economical development of the world,
China is at a loss at the development of venture capital. With the back-
ground of countries all over the world being setting up the capital gain
tax incentives, the existence of serious negative influences from plan-
ning economy coloring and the objective presence of systematic invali-
dation of the implement of government’s venture capital policies, this
study draws a primary conclusion: it is possible to have a break-
through for the development of China’s venture capital by the policy
designing of capital gain taxation for the foreign venture capital. Based
on this analysis, the study further analyzes the status quo and obstruc-
tive elements of foreign venture capital in China and speculates from a
new perspective on the possibility of walking out of the difficult posi-
tion of China’s government supportive policies for venture capital by
capital gain taxation.

Finally, the study makes an analysis with solid examples on the
designing of government supportive policies for venture capital in dif-
ferent areas in China. The study also makes a regressing analysis with
statistic software on the influencing elements on the venture capital
scale of different areas of China. The results are that the designing of
government supportive policies is the most important element influenc-
ing on the venture capital scale and that the designing of government
supportive policies of different areas should be based on the different
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conditions of the areas. So that the cores of government supportive
policies of the mid and western areas are different as well.

Taking India and Israel as examples furthermore, the study em-
phasizes the pulling effect of foreign venture capital on home venture
capital. It is pointed out that if the government can associate the dif-
ferent supportive policies for venture capital with the consideration of
the solid conditions of the country and associate these policies again
with other development policies for science and technology (such as
R&D incentive policy and human resource education and indraught
policies) , it can be sure to further enhance the accomplishments of the

designing of government supportive policies for venture capital.
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