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Abstract - Although recent work attempts to explore what venture capitalists do and whether venture

capitalists’ involvement adds value for venture-capital-backed firms, it does not investigate the ways in



28 EEEE R

which venture capitalists add value to their portfolio companies. Moreover, recent empirical research
usually investigates whether venture capitalists’ involvement reduces underpricing when their portfolio
firms going public, but it seldom explicitly examines the effect of the presence of venture capitalists on
operating performance of venture-capital-backed firms. As a matter of fact, a number of issues relate to
the relationship between venture capitalists and entrepreneurs have not been fully addressed. Therefore,
the objective of this study is to fill both theoretical and empirical gaps. The scope of the samples of this
paper covers high-tech companies since in Taiwan most VC’s investments are aimed at high-tech
industry. The empirical results indicate operating performance and after-market stock performance of
high-tech firms with venture-capital backing are both superior to that of firms without such backing.
Moreover, venture-capital-backed firms seem to have lower levels of firm risk. This paper also
examines how VC companies have the impact on venture-capital-backed firms’ performance. The
findings support the notion that venture capitalists’ investment behavior does influence performance in
a number of ways due to their skills, expertise and monitoring. In addition, this paper provides evidence

that venture-capital-backed firms go public earlier than non-venture-capital-backed firms.
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Abstract - Although recent work attempts to explore what venture capitalists do and whether venture

capitalists’ involvement adds value for venture-capital-backed firms, it does not investigate the ways in
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which venture capitalists add value to their portfolio companies. Moreover, recent empirical research
usually investigates whether venture capitalists’ involvement reduces underpricing when their portfolio
firms going public, but it seldom explicitly examines the effect of the presence of venture capitalists on
operating performance of venture-capital-backed firms. As a matter of fact, a number of issues relate to
the relationship between venture capitalists and entrepreneurs have not been fully addressed. Therefore,
the objective of this study is to fill both theoretical and empirical gaps. The scope of the samples of this
paper covers high-tech companies since in Taiwan most VC’s investments are aimed at high-tech
industry. The empirical results indicate operating performance and after-market stock performance of
high-tech firms with venture-capital backing are both superior to that of firms without such backing.
Moreover, venture-capital-backed firms seem to have lower levels of firm risk. This paper also
examines how VC companies have the impact on venture-capital-backed firms’ performance. The
findings support the notion that venture capitalists’ investment behavior does influence performance in
a number of ways due to their skills, expertise and monitoring. In addition, this paper provides evidence

that venture-capital-backed firms go public earlier than non-venture-capital-backed firms.

Keywords : Venture Capitalist, Venture-capital-backed Firms, Operating Performance, Stock
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