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Preface

The establishment of. the financial system needs integrated capi-
tal market system. Financing for the venture capital is the main
function of the stock market in the capital market system. It has
been tens of years since the venture capital began to develop abroad.
Nowadays, with the rapid emergence of the sciential economy,
represented by the high and new technology, information industry
develops fast. Heading towards the 21st century, looking back on
the development of our economy and society, we could deeply per-
ceive that China needs venture capital investment urgently. We
want to take this book as the cut-in point for all the people who
want to understand the venture capital investment.

The science and technology in China should be top ranking in
the world. The main difference between our country and the devel-
oped countries is on financial resource, especially the deficit on the
venture capital investment. The venture capital investment in the
United States and other developed countries has developed for over
50 years, which has promoted the development of the science and
technology and the elevation of the integrated national power and in
the meanwhile, contributed to the advancement of the human soci-
ety.

The venture capital investment in our country began to develop



in 1980°s and has made great achievements. But the anticipated ef-
fects havent't been found due to the incoordinated system and the re-
lated unfit mechanism. We haven’t made material progress until the
1990’s comes.

The establishment of the mechanism of the venture capital in-
vestment needs the related coordinated mechanisms. For example,
the establishment of the venture capital, the venture capital invest-
ment funds, secondary stock market, and etc. Meanwhile, the
related laws and regulations should be cstablished to coordinate with
it. With the development of our market economy and the high and
new technology industry, the venture capital investment industry
has also grow better. The information industry represented by the
high and new technology development zone and the science and tech-
nology borough has made rapid progress in the 1990’s, which has
promoted the modulation and the upgrade of the industrial strue-
ture. The proportion of the tertiary industry in the national econo-
my also increases continuously, which has exceeded the proportion
of the primary and the secondary industry. The venture capital in-
vestment characterized by the development of the government in-
vestment and the private sector of the economy has made rapid
progress in some cities, which has promoted the development of the
venture capital investment. In the meanwhile, owing to the inter-
vention of the foreign capital, the development of the high and new
technology industry and enterprises in some cities has been promot-
ed. Some of the high and new technology enterprises has come into
the international capital market by coming into on the overseas stock

markets, which has widened the capital source and can provide ex-



perience for the development of our venture capital investment,

The concept of the venture capital investment should be differ-
ent in different countries and in different period of economy develop-
ment. Our country is a developing country whose productivity level
is lower, but it dosen’t mean that the development of the high and
new technology would be obstructed. At the same time, we can ac-
celerate the transformation of the existing economy by promoting the
development of the high technology, which is the main charactor of
the sciential economy.

The banking business in our country is now in an adjusting pe-
riod now. China’s entering WTQ is coming, our banking business
is facing a tremendous challenge. Therefor, when the venture capi-
tal investment industry is developing, the deficiency of the original
financial systern of our country would also be overcome. In the
meanwhile, an internationalized banking business should be sup-
ported by a set of integrated systems. Therefor, the banking busi-
ness must participate in the venture capital investment.

The commercial banks in our country must study the venture
capital investment intensively. According to the actual analysis, the
foreign venture capital invested in our venture enterprises is mainly
at their growing stage when the enterprise risk is relatively less but
the benefit is more. Therefor, the foreign venture capital could en-
ter the enterprises with less venture capital and gain higher return,
whick is the common characteristic of the foreign venture capital.
The stateowned commercial banks have power enter this field com-
pletely.

The environment around our commercial banks is lacking of re-



sources and benefits but full of competitions with a relatively depau-
perate market. We can change this situation by supporting the high
technology enterprises. At the sametime, the intervention of our
commercial banks is also an effective competition to the foreign capi-
tal.

It is high time to amend the existing systems and regulations.
We should try to gain the policy support from all level governmental
agencies according to the different local situations and the demand of
the general economy development to make a cut-in point to integrate
our financial capital and the industry capital.

The development of our venture capital investment industry de-
pends on the numbers of high-qualified personnel and innovation and
reference. We believe that if we renovate and make use of our vari-
ous resources rationally, the future leaders of the venture capital in-

vestment industry in China would be ourselves.

Enzhao Zhang
Sept. 2000
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