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'Harmony' or 'Separation'? Chinese Private Equity Funds and the Growth Cycle of Innovative
Enterprises
YU Chunyan
(Shenzhen Cool the World New Materials Ltd.)

Abstract This paper reviews the evolution of China's private equity market and explores the relationship between
the effective duration of private equity funds and the growth cycle of innovative enterprises. It finds significant
difficulties in matching the duration of China's private equity funds with the needs of innovative start-up and
strategic enterprises. It also finds that the lack of long-term capital and post-investment management due to the short
duration period of funds are substantial hurdles while the weak role of support mechanisms for innovative enterprises
compounds these problems. The paper concludes that diversified capital exit channels need to be opened up and
efforts to construct a multi-level capital market should be intensified. Fund durations need to be extended while the
legal environment for private equity funds has significant shortcomings that should be addressed.
Keywords Private Equity, Innovative Enterprises, Validity Periods, Growth Cycle
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