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The Industrial Policy Perspective of Government Venture Capital in China
WEI Wei' XU Mingzhi’

(1.National School of Development, Peking University; 2.Institute of New Structural Economics, Peking Univevsily)
Abstract China's government venture capital funds feature both market-oriented operation and policy guidance.
As part of an industrial policy, these funds aim to promote entrepreneurship, spur innovation and enhance industrial
development by attracting private investment. Our study shows that Chinese government venture capital funds
can effectively increase the total factor productivity of manufacturing companies but cannot significantly improve
profitability of the companies involved. Their contribution is most obvious in helping companies stabilize profits
and reduce uncertainties. The role of local governments in attracting investment and industrial redistribution is
critical. The relative concentration of enterprises' industries brought about by government venture capital (specialized
agglomeration) enhances competition among enterprises and promotes technology progress, while the relative
diversity of enterprises in other industries (diversified agglomeration) leads to higher utilization efficiency of
intermediate inputs and long-term improvement of production efficiency. Based on these assumptions, this paper
offers policy suggestions for the framework design of government venture capital in China.
Keywords Government Venture Capital, Industrial Policy, Private Equity and Venture Capital Investment, Firm
Performance
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