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Abstract 
 
 
 
 We analyze a sample of 336 venture capital exits from 12 Asia -Pacific countries: 

Australia, China, Hong Kong, India, Indonesia, Malaysia, New Zealand, Philippines, Singapore, 

South Korea, Taiwan and Thailand.  The data also comprise these countries’ venture capitalists’ 

investments in U.S.-based entrepreneurial firms.  We consider the determinants of the types of 

entrepreneurial firms receiving venture capital finance, the choice of exit vehicle (IPO, 

acquisition, secondary sale, buyback and write -off), the extent of exit (full or partial), and the 

determinants of the IRRs with Heckman controls for selection effects.  Among other things, the 

data highlight the importance of legal and institutional factors in the disposition of venture capital 

investments. 
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1. Introduction 

 

 That law matters in many aspects of finance is widely recognized.  Legal institutions and 

rules have been shown to influence capital structure, dividend payout ratios, repurchasing 

decisions, and capital market returns (see, e.g., La Porta et al., 1997, 1998, 2000; Berkowitz et 

al., 2001; Himmelberg et al., 2002; Klapper and Love, 2002; for a survey, see Choi, 2002).  This 

seminal law and finance research has been predominantly concerned with publicly traded 

companies.  Most companies around the world, however, are not publicly traded.  This paper is 

concerned with the impact of laws and institutional structure on the financing of private 

companies. 

 

It is widely recognized that the risks and returns to investing in small private companies 

and companies with intangible assets are pronounced, and even more pronounced in smaller 

emerging markets.  Legal rights and protections afforded to investors and entrepreneurs are 

therefore particularly important in venture capital markets, and even more important in emerging 

venture capital markets.  In this paper we provide a law and finance analysis (in the spirit of La 

Porta et al., 1997, 1998, 2000) of venture capital investments and dispositions.  We consider the 

impact of legality (including shareholder rights, contract repudiation, among other things) on the 

types of entrepreneurial firms that receive venture capital finance.  We also consider the impact of 

legality on the choice between public sale (initial public offerings) and private sale transactions 

(including acquisitions, secondary sales and buybacks, each defined in section 2) and the returns 

to private equity and venture capital. 1 

 

The extension of law and finance into the context of private equity and venture capital 

has previously been explored in a few contexts.  In a collection of their pioneering work, 

Gompers and Lerner (1999) discuss some aspects of the impact of U.S. taxation and securities 

laws on the U.S. venture capital industry; see also Smith and Smith (2000).  Gilson and Schizer 

(2002) study tax and venture capital structure.  Black and Gilson (1998) consider the importance 

of an active securities market, and hence the importance of appropriate securities market 

regulations, for venture capital finance.  Similarly, Gompers and Lerner (1998) and Jeng and 

                                                 
1 In this paper we consider all stages of private equity investment (early, expansion, late, buyout, turnaround).  The 
results in this paper are not contingent on the definition of venture capital and private equity by stage of development, 
etc. 
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Wells (2000) study venture capital fundraising and the importance of the institutional 

environment in the fundraising process. 

 

Previous research has documented international differences in developed venture capital 

markets (see, e.g., Black and Gilson, 1998; Maginart et al., 2000, 2002; Bascha and Walz, 2001b; 

Schweinbacher, 2002; Mayer et al., 2002; Rock, 2000). Recent studies have also considered the 

particular characteristics of emerging venture capital markets (at least in the sense that the venture 

capital market is not very well developed).  Most notably, Lerner and Schoar (2002a) study 

contracts in emerging venture capital markets; Wright et al. (2002) study venture capital in India; 

Songtao (2000) discusses venture capital in Taiwan; Kuroki et al. (2000) analyze emerging trends 

in Japan; Wang and Sims (2001) discuss venture capital in Singapore; Fleming (2002) analyzes 

venture capital in Australia; Schofer and Leitinger (2002) describe venture capital in Eastern 

Europe; there has also been practitioner work on the nature of investing in China (Bassolino 

2002; Zhang 2002).2 

 

In this paper, we extend the literature by providing a cross-country law and finance 

analysis of venture capital investments and exits (IPOs, acquisitions, secondary sales, buyback 

and write-offs) across a number of emerging venture capital markets.  The exit process is of 

central interest because venture capital investments typically do not pay dividends; rather, returns 

are derived from capital gains upon exit.  In fact, a venture capitalist’s decision to invest typically 

depends on exit potential.  Where laws impact exit, they also impact the decision to invest and 

therefore the entire development of an emerging venture capital market. 

 

Previous research has not provided a comparative empirical analysis of venture exits 

across different emerging venture capital markets.  As well, previous research has not considered 

the importance of legal infrastructure variables on the exit process across emerging venture 

capital markets.  This paper considers a new dataset of 336 venture capital exits across 12 Asia -

Pacific countries:3 Australia, China, Hong Kong, India, Indonesia, Malaysia, New Zealand, 

Philippines, Singapore, South Korea, Taiwan and Thailand.  We may think of these countries as 

emerging market countries, if not generally, then at least in terms of the development of the 

                                                 
2 Please advise the authors as to missing citations.  See also Chun and Smith (2000) and others on aspects of particular 
emerging markets outside the realm of venture capital finance. 
 
3 We consider the venture capital markets in Hong Kong and Taiwan as distinct from the venture capital market in 
China. 
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venture capital market within the country [hereafter in this paper we refer to venture capitalists in 

these countries in the broad sense as ‘emerging market venture capitalists’].  A unique aspect of 

this empirical study is that we also consider emerging market venture capitalists’ investments in 

U.S.-based entrepreneurial firms. 

 

 In our cross-country empirical analysis, we consider the ‘law and finance variables’ from 

La Porta et al. (1997, 1998, 2000), including civil law (versus common), the efficiency of the 

judicial system, the rule of law, corruption, risk of expropriation, risk of contract repudiation, and 

shareholder rights [hereafter ‘the law and finance factors’].  Taken together, these factors 

comprise the ‘legality’ in a country (Berkowitz et al., 2002).  

 

 Some of the new principal findings derived from the data and institutional context 

considered in this study are as follows.  First, to the extent that we are able to make inferences, 

corporate governance (in particular, co-investment from different VC funds that are part of the 

same VC firm) plays an important role in the investment and exit process in emerging markets. 

 

Second, our results highlight the central importance of legality for both investing and 

exiting in emerging venture capital markets.  VC investments in small and high-tech firms are 

more likely in countries with stronger guarantees against contract repudiation and shareholder 

rights.  Similarly, IPO and acquisition exits are more likely in countries with a higher Legality 

index (Berkowitz et al., 2002), and buyback exits are more likely in countries with a lower 

Legality index.  Full exits (in which the VC’s entire interest is disposed of within one year from 

the first disposition) are also more likely in countries with a higher Legality index. 

 

Third, emerging market venture capitalist foreign investments in U.S.-based 

entrepreneurial firms have on average yielded lower IRRs than their domestic entrepreneurial 

investments.  When we control for selection effects in the exit process, among other things in a 

multivariate setting, a number of investment-specific variables explain the variation in IRRs 

(these include syndication and co-investment, amounts invested, investment duration, as well as 

industry and exit timing variables).  Legality does not directly impact IRRs, but does indirectly 

impact IRRs through investment choice and the selected method of exit.  That investment-specific 

variables matter in this study suggests CAPM-type assumptions cannot be used to measure the 

risk and return to venture capital in emerging markets. 
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Our new dataset significantly extends the amount of information previously known about 

venture capital in emerging markets.  While we control for many factors that we would expect to 

affect venture capital exits in the countries studied, there are limitations in both the breadth and 

depth to which it was possible to obtain and/or present private confidential information.  We 

discuss the limitations in this paper and suggest avenues for future research. 

 

 This paper is organized as follows.  In section 2 we describe the institutional environment 

from which the data are derived, and outline some hypotheses and tests that are conducted in the 

subsequent sections.  In section 3 we introduce the data and provide summary statistics.  One -

dimensional comparison tests and correlation data are provided in section 4.  Section 5 provides 

tests of the determinants of financing high-tech firms.  Section 6 considers the holding period.  

Section 7 analyzes exit choice.  Section 8 analyzes the extent of exit and factors that affect IRRs.  

We discuss limitations and future research in section 9.  Conclusions follow. 

 

2. Venture Capital in Emerging Markets: Institutional Structure and Hypotheses 

 

 The data (described fully in section 3 below) comprise venture capital exits from 

Australia, China, Hong Kong, India, Indonesia, Malaysia, New Zealand, Philippines, Singapore, 

South Korea, Taiwan and Thailand.  The data also comprise venture capital exits from emerging 

market venture capitalist investments in US-based entrepreneurial firms.  In this section we 

describe the empirical tests that we are able to perform with the venture capital data from these 

countries.  Economic variables are considered in subsection 2.1; law and finance factors are 

considered in subsection 2.2; governance and other institutional factors are considered in 

subsection 2.3.  

 

2.1. Economic Factors Affecting Venture Capital Exits 

 

 There are five principal venture capital exit vehicles (see, e.g., Black and Gilson, 1998 

for discussion): (1) initial public offerings (IPOs) – the entrepreneurial firm is listed on a stock 

exchange for the first time; (2) acquisitions (or ‘trade sales’) – the company is purchased by a 

larger firm, typically a strategic acquiror, and both the venture capitalist and entrepreneurs sell 

their interest in the company; (3) secondary sales – the venture capital fund sells its interest, but 

the entrepreneurs do not sell their interest, to another firm or venture capital fund; (4) buybacks – 
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the entrepreneurs repurchase their interest from the venture capital fund; and (5) write-offs (or 

‘liquidation’) – the investors ‘walk away’ from the investment with little or no return.  

 

 In this paper we introduce the term ‘private exit’ to refer to the group of acquisitions, 

secondary sales and buybacks.  In some instances in this dataset, we are able to observe when 

there has been a private exit, but not the specific type of private exit. 

 

 Exits have been the subject of much academic venture capital research.  Because there is 

a greater amount of information available for IPO exits (the only ‘public’ exit in that information 

must be disclosed in a prospectus), IPOs have traditionally been more frequently studied in 

academic work (see, e.g., Barry et al., 1990, Megginson and Weiss, 1991; Lin and Smith, 1997; 

Gompers and Lerner, 1999).  Recent empirical research has also considered the determinants of 

exit choice (see, e.g., Fleming, 2002; Cumming and MacIntosh, 2002; Schweinbacher, 2002; see 

also Cochrane, 2001, and Peng, 2002 on the performance of VC investments).  There is also a 

theoretical literature relating convertible securities in venture capital to exit choice (Hellmann, 

2001; Bascha and Walz, 2001a, Schweinbacher, 2002).  Black and Gilson (1998) discuss the 

importance of implicit contracts and the importance of IPOs for venture capital markets. 

 

Black and Gilson (1998), Schweinbacher (2002), Fleming (2002), Cumming and 

MacIntosh (2002) and others rank order the exit vehicles by the quality of the entrepreneurial 

firm (from highest to lowest): IPOs, acquisitions, secondary sales, buybacks and write-offs.  One 

of the many driving principles underlying this ordering (among more than a dozen different 

factors that could affect the ordering) relates to information asymmetries.  In order to maximize 

the capital gain upon exit, a venture capitalist will choose the exit vehicle for which the new 

owners are best able to resolve information asymmetry.  When informational asymmetries are 

lowest, the new owners are willing to pay more for the company.4  As it is typically most difficult 

for new owners in an IPO to mitigate informational problems (see Pagano et al., 1998), we may 

predict that venture capitalists will only take public the best quality firms for which informational 

asymmetries are least pronounced.  In contrast, buybacks involve no informational asymmetries 

for the ‘new’ owners (the founding entrepreneurs), but do not bring any new capital into the firm 

(and therefore buybacks rare among firms with significant growth prospects). 

 

                                                 
4 The idea that venture capitalists mitigate informational problems and certify the quality of a firm upon going public 
was first discussed with respect to IPO underpricing by Barry et al. (1990) and Megginson and Weiss (1991). 
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 There are ‘full’ and ‘partial’ venture capital exits for each exit vehicle.  A full IPO, 

secondary sale and buyback involves the sale of 100% of the venture capitalist’s interest within 

one year from the date of the first disposition; a partial exit takes more than one year.  A full 

acquisition involves a sale for cash; a partial acquisition involves the receipt of (typically illiquid) 

shares.  A full write-off is a complete liquidation of the investment; a partial write-off is a write -

down of the book value of the investment. 

 

 We may predict that venture capitalists will choose a partial exit (thereby delaying their 

receipt of cash) when informational problems faced by the new owners are more pronounced.  A 

partial exit facilitates ownership transfer when it is relatively more difficult for the new owner to 

value the firm and monitor the investee. 

 

 Because informational problems are relatively more pronounced depending on the 

characteristics of the entrepreneurial firm (e.g., firms with intangible assets), and because 

different informational problems are resolved to different degrees through different exit vehicles, 

we expect exit choice to depend on entrepreneurial firm characteristics and other factors.  In our 

empirical analysis of exits, we control for a large number of factors, including entrepreneurial 

firm characteristics, venture capital syndication (Lerner, 1994), industry and timing effects.5  As 

discussed in the next subsection, we also consider the legal and institutional environment.  

 

2.2. Law and Finance Factors Affecting Venture Capital Exits 

 

 The countries in the data set and the widely recognized law and finance factors (based on 

La Porta et al., 1997, 1998, 2000) are listed in Table 1.  These factors include civil versus 

common law systems, the efficiency of the judicial system, the rule of law, corruption, risk of 

expropriation, risk of contract repudiation, and shareholder rights (in other words, the substantive 

content of laws pertaining to investing, the quality of their enforcement, and the likelihood that 

they will need to be enforced).  Higher numbers indicate ‘better’ legal systems across each of the 

factors.  The Legality index is a weighted sum of the factors based on Berkowitz et al. (2002). 

                                                                                                                                                 
 
5 It is noteworthy that control over exit (entrepreneur or venture capitalist) may also affect exit choice (Black and 
Gilson, 1998; Smith, 2000; Kirilenko, 2001; Bascha and Walz, 2001a; Hellmann, 2001).  Unfortunately, we were 
unable to obtain this type of private information from venture capitalists in emerging markets.  It is possible, for 
example, that some VC funds more often control exit choice than others.  We nevertheless provide a variety of 
robustness checks; the data and empirics indicate that the results are not sensitive to venture capital fund fixed effects, 
among other things (see, e.g., note 8 below, and generally sections 3-8). 
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[Table 1 About Here] 

 

  While they have not been explicitly considered in prior venture capital research, we may 

conjecture that Legality matters in the context of venture capital finance.  First, all else being 

equal, a higher Legality index in a country is associated with stronger investor protection, and 

therefore a more active stock market (La Porta et al., 1997, 1998, 2000).  Because an active 

public equity market is essential for a successful venture capital market (Black and Gilson, 1998), 

we would expect countries with a high Legality index to have a more active venture capital 

market. 

 

 Second, in addition to the amount of venture investment, we would also expect Legality 

to impact upon the types of investment.  High-tech and early stage firms are characterized by 

pronounced agency problems (as explained and evidenced by Gompers, 1995, Gompers and 

Lerner, 1999, and others in the U.S. venture capital market).  Because Legality mitigates such 

agency problems, all else being equal we would also expect to observe a higher proportion of 

investments in early stage and high-tech firms among the countries with a high Legality index.  

 

 Third, we would also expect an investor’s sale of their interest in a private entrepreneurial 

firm to be impacted by Legality.  As discussed in subsection 2.1, the exit decision is affected by 

(among other things), information asymmetries between the original investor and the new 

owner(s).  Because Legality affects the new owner(s) ability to resolve problems resulting from 

informational asymmetries in the sale of the firm, we expect Legality to affect the exit strategy. 

 

 We predict that Legality will affect the exit vehicles observed across countries.  As 

reviewed in subsection 2.1, the venture capitalist’s goal is to maximize capital gains upon sale of 

the entrepreneurial firm.  All else being equal, the new investor(s) will pay the most when 

information asymmetries are lowest.  For example, in an IPO exit, there is less underpricing when 

there are fewer informational problems surrounding the issue (see, e.g., Barry et al., 1990; 

Megginson and Weiss, 1991).  We conjecture that IPOs are less costly exit routes relative to the 

private exits (acquisitions, secondary sales and buybacks) among countries with a higher Legality 

index and stronger investor protections, and should therefore be observed more frequently in 

countries with higher Legality indices.  Similarly, all else being equal, among countries with very 

low Legality indices, we would expect to observe a higher frequency of buyback exits because 
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such exits involve the least need for protection for the ‘new’ owne rs (the entrepreneurs 

repurchase the venture capitalists’ interest, so there are not really any ‘new’ owners). 

 

 We also predict that, all else being equal, Legality will affect the extent of both private 

and public (IPO) exits (see also note 11 below on other regulatory constraints in the case of IPO 

exits).  As discussed in subsection 2.1, partial exits (in which the venture capitalist takes more 

than one year to completely divest, and therefore delays the receipt of cash payment) are used to 

mitigate information asymmetries and facilitate the transfer of ownership from the venture 

capitalist to the new owners.  There is a greater role for partial exits in mitigating information 

asymmetries and facilitating ownership transfer among countries with a lower Legality index.  

We therefore expect, all else being equal, more frequent full exits in countries with a high 

Legality index and more frequent partial exits in countries with a low Legality index. 

 

Note that we consider each of the law and finance factors (Table 1) in the empirical 

analysis; however, because the rankings are highly collinear (see Table 4 below for details on 

correlation coefficients), we primarily focus on the Legality index in our regressions.  Robustness 

checks are provided and described in our empirical tests. 

 

2.3. Governance and Other Institutional Variables Affecting Venture Capital Exits 

 

It is highly probable that the governance structures of the venture capital funds differ 

across the countries we consider.  Gompers and Lerner (1996) and Lerner and Schorar (2002b) 

provide the only rigorous data on governance structures, and these papers use U.S. data.  As with 

most venture capital papers, our data do not enable a level of detail sufficient enough to consider 

governance in much detail. 

 

Nevertheless, in the data we are able to observe when venture capital funds co-invest in 

the same entrepreneurial firm.  Many emerging market investments are co-investments (62 in 

total of 336 in our data) in the sense that the syndicated venture capitalists are part of the same 

venture capital firm.  

 

Gompers and Lerner (1996) explain the agency problems associated with co-investment.  

In short, VC funds from the same VC firm may misallocate their value-added activities, among 
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other things, provided to the entrepreneurial investees in the VC fund’s portfolio when the 

appropriate institutional investors do not derive the benefits. 

 

Despite the potential for pronounced agency problems, co-investment is common in 

emerging market countries.  Many emerging market venture capital funds have difficulty 

fundraising, and therefore venture capital funds will co-invest to provide the necessary capital to 

entrepreneurial firms. Because of the fundraising challenge, institutional investors in emerging 

markets venture capital funds tend not prohibit co-investment in their restrictive covenants.  The 

co-investment rate may also reflect that fact that institutional investors are rationally responding 

on a case -by-case basis (co-investments are usually permitted on a super-majority agreement of 

investors) to funding requests where liquidity is constrained. Liquidity constraints are more likely 

in emerging venture capital markets. 

 

We predict that co-investment will affect the exit process in at least two ways.  First, if 

co-investment creates conflicts of interest, the relatively more profitable exits (IPOs and 

acquisitions) will be less likely.  Second, partial exits will be more likely if there are competing 

interests at stake and conflicts over ownership transfer arise.  We provide a first-ever test of the 

impact of co-investment on exit by making use of the new data introduced in this paper. 

 

In addition to co-investment, it is possible that other institutional factors matter in the 

empirical tests (such as venture capitalist value-added; see e.g., Schindele, 2002, for a theory).  In 

the empirics below, we include country-specific dummy variables, among other robustness 

checks.  We recognize, however, that there are limitations in the level of detail in the empirical 

analysis given the extreme difficulties in obtaining reliable private (confidential) venture capital 

data.  The data are described in the next section.  Limitations are discussed further in section 9. 

 

3. Data 

 

This paper analyzes a hand-collected dataset involving 336 venture capital exits from 12 

countries in the Asia -Pacific region.  The data are similar in size and scope to other hand-

collected datasets in academic venture capital research (see, e.g., Gompers, 1997; Hellmann and 

Puri, 2000, 2002; Kaplan and Stromberg, 2002; Lerner and Schoar, 2002a). The data were 

provided by Wilshire Associates, Inc., and have been de-sensitized for use in this paper.  

Wilshire’s expertise and industry connections enabled us to make use of significantly more 
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private information than that which has been previously documented about emerging market 

venture capital exits and IRRs. 

 

 The data and regressions are presented for the full sample of 336 observations.  The unit 

of analysis is the presence of investment by a VC fund.  In some cases we observe syndicated 

investments in the same entrepreneurial firm.  If the unit of analysis were the entrepreneurial 

firm, we would have 274 observations.  We have also run all the regressions (below) for the 

smaller sample of 274 observations (combining syndicated VC fund investment characteristics), 

and the results are not materially different (these are available upon request).  Regardless, the use 

of the full sample of 336 observations is more appropriate simply because syndicated VCs may 

invest and exit at different times, and in some cases even select different methods of exit. 

 

 The data are summarized in Table 2.  We indicate the frequency of exits by exit vehicle 

(IPOs, private exits, acquisitions, secondary sales, buybacks and write-offs, each defined in 

section 2) and extent of exit for each exit vehicle.  We also indicate the median IRR, average IRR 

and standard deviation, the number of high-tech investments, the number of early and expansion 

stage investments and the number of buyouts (the other less frequently observed stages not 

reported are late (mezzanine) and turnaround).6 

 

[Table 2 About Here] 

 

 It is difficult to know exactly how representative the exit frequencies are from each of the 

counties in the data set because the reporting of VC data from emerging markets is in a nascent 

stage of development.7 The data set contains information on venture capital and buyout funds in 

the Asia -Pacific region that are appropriate for institutional investment. To this extent the data set 

is drawn from funds that are relatively large. If the data are not representative of a particular 

country, it is probably along the lines of not observing the dispositions from smaller less well-

reputed VC funds. 

                                                 
6 Other information, including average investment amounts, the particular industry, the year of exit, etc., is observed in 
the data (and additional summary statistics are available upon request).  We make use of this additional information in 
the econometric tests below.  In Table 2 we present some of the more important statistics in the data. 
 
7 Even in relatively more developed countries in the Asia-Pacific region such as Singapore, the available data from 
other sources has only recorded the frequency of venture backed IPOs and non-IPO exits (that is, grouping acquisitions, 
secondary sales, buybacks, and write-offs all in the same category; see Wang and Sims, 2001) and scant other 
information about the investments and exits.  
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The data set contains more exits from major VC markets such as Australia, Hong Kong 

and Taiwan. It also contains a large number of exits from emerging market VC investments in 

U.S.-based entrepreneurial firms.  The U.S. exits data are recorded for all the Asia-Pacific 

countries collectively.  The reason for the recording of the foreign investments in this way is that 

the laws in the country in which the entrepreneurial firm is based affects exit to a much greater 

extent than the laws in the countries in which the venture capital fund is based. 

 

The large number of investments and exits in U.S.-based entrepreneurial firms is an 

interesting aspect of the data (Table 2).  A priori, these foreign investments were not expected 

because venture capitalists typically prefer to be geographically proximate to their investees to 

provide regular value-added advice (Gompers and Lerner, 1999).  However, it is an established 

investment strategy in less developed venture capital markets to relocate some entrepreneurial 

firms in the portfolio to the U.S.  These companies have the requisite characteristics to attract 

further rounds of funding (or exit) in the U.S. market, and the venture capitalist is able to 

arbitrage value differences between low entry prices in the less developed domestic market, and 

high exit prices in the more developed U.S. market.  Below, we compare the performance of these 

foreign VC investments to the domestic VC investments. 

 

 It is noteworthy that most of the IPOs in the data are from Australia and Taiwan (Table 

2).  There are a few (4 of 14) IPOs from New Zealand, and only 2 (from a total of 61 exits) from 

the U.S. investments.  As well, in most countries the dispositions are partial exits, not full exits.  

Full exits are observed in Taiwan, Australia, and in only 1 of the 61 U.S. exits.  IPOs and full 

exits are observed with much greater frequency by U.S. venture capitalists’ domestic investments 

in U.S.-based entrepreneurial firms (Black and Gilson, 1998; Gompers and Lerner, 1999, 

Cochrane, 2001).  The exits by emerging market venture capitalists in U.S. entrepreneurial firms 

may reflect the difficulties in screening and monitoring foreign investments, and the increased 

difficulty emerging market venture capitalists have in certifying the quality of their investees in 

the going public process, despite the higher Legality index in the U.S. (see Table 1).  It is also 

noteworthy that the highest proportion of write-offs is among the foreign investments in U.S. 

entrepreneurial firms (see also Table 3 and section 4 below). 

 

 High-tech investments are more common in Australia, Taiwan, and U.S. entrepreneurial 

firms.  Buyout stage investments are only observed in Australia (due to the lack of information on 
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buyouts in other markets). Most investments are in the early and expansion stages in each 

country.  In some cases the data did not explicitly distinguish between early and expansion stages 

of development; therefore, these categories were grouped together in the same category. 

 

4. Univariate Comparison Tests and Correlation Matrix 

 

Table 3 provides summary statistics by year of exit.  We report the data for emerging 

market venture capital foreign investments in U.S. entrepreneurial firms in part (A), for the 

domestic common law country investments in part (B) (New Zealand, Australia, Singapore, Hong 

Kong, Malaysia, India and Thailand), and for the domestic civil law country investments in part 

(C) (China, Indonesia, Philippines, South Korea and Taiwan). 

 

[Table 3 About Here] 

 

 Table 3 also provides univariate comparison tests for the equality of IRR medians, means 

and variances, and the proportion of exit vehicles.  IRRs are statistically lower (and variances 

lower) among the U.S. investments.  IPOs are less likely, and write-offs are more likely, among 

the U.S. investments relative to both the common law and civil law country domestic 

investments.  There are no differences in median and average IRRs across the common law and 

civil law countries for the complete sample (but variances are generally higher in the common 

law countries).  Private exits are more common among the civil law countries.  Write-offs are 

observed more frequently among the common law countries. 

 

 For reference, Table 4 presents correlations coefficients across a number of variables 

used in the empirical analysis in the subsequent sections. 

 

[Table 4 About Here] 

 

 In the following sections we provide a multivariate analysis of the factors that affect the 

likelihood of high-tech firms receiving venture finance by emerging market VCs (section 5), 

investment duration (section 6), exit choice (section 7), and the extent of exit and IRRs (section 

8). 
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5. When Do High-Tech Firms Receive Financing from Emerging Market VCs? 

 

 Table 5 presents logit regressions for the determinants of industry choice for emerging 

market VCs.  We also consider high-tech firms in the early and expansion stages of development.  

We focus on the basic distinction between high-tech and non-high tech, even though there are 

more finite distinctions in the data for specific industries, as discussed in the subsequent sections.  

The reason that we focus on high-tech versus otherwise is that high-tech firms are characterized 

as firms with intangible assets, and the screening, contracting and monitoring problems associated 

with financing these firms are more pronounced relative to firms in traditional industries (see, 

e.g., Gompers, 1995).  We are interested in, among other things, whether the legal and 

institutional environment in different countries impacts upon the likelihood of high-tech firms 

receiving venture capital finance. 

 

We present alternative specifications of the regressions to highlight the robustness of the 

results.8  In all specifications, either the country dummy variables or the law and finance variables 

are used, but not both simultaneously to avoid problems of collinearity.  Some of the law and 

finance variables are themselves collinear (see Table 1 and Table 4 for correlation coefficients).  

Therefore, we present a specification with the specific law and finance variables (civil law, 

judicial efficiency, rule of law, corruption, expropriation, repudiation and shareholder rights) and 

another specification with only the Legality index (which is a weighted sum of the specific law 

and finance variables as per Berkowitz et al., 2002). 

 

[Table 5 About Here] 

 

 The regressions indicate that emerging market VCs are more likely to finance high-tech 

entrepreneurial firms in countries with stronger protection for shareholder rights and protection 

against contract repudiation.  This is a very intuitive result, and strongly indicates the importance 

of laws in the financing of new-economy firms, and the economic development of emerging 

markets generally. 

 

                                                 
8 There are 48 different venture capital funds in the database.  We did consider VC fund fixed effects, but these effects 
were not significant (albeit there was a notable loss in degrees of freedom).  The main results derived from the data in 
this and subsequent sections are not dependent on particular fund characteristics. 
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 Less intuitively, we also find that high-tech firms are more likely to receive finance from 

emerging market VCs in countries in which the corruption index is lower.  One possible 

explanation for this result is derived from an analysis of the regressions with the country-specific 

dummy variables.  We find that high-tech firms are more likely to be financed by emerging 

market VCs in Taiwan and the U.S. (the cross-border investments of emerging market VCs in 

U.S.-based entrepreneurial firms), in which the law and finance factors differ (Table 1). 

 

 The other item of note in Table 5 is that the larger the amount of capital required, the less 

likely an emerging market VC will finance a high-tech firm.  This result is statistically significant 

in almost all of the specifications.  This result is indicative of the risks associated with larger 

investments in intangible assets. 

 

 Finally, in the first specification (only) we find high-tech firms are less likely to receive 

finance from emerging market VCs that co-invest across VC funds within the same VC firm (see 

subsection 2.3 above).  The agency problems associated with co-investment (see Gompers and 

Lerner, 1996) may make co-investment less attractive for high-tech firms.9  Similarly, VC funds 

may be less willing to co-invest in high-tech firms, or have less need to co-invest in high-tech 

firms if such firms have lower capital requirements. 

 

6. What Are the Determinants of the Holding Period Among Emerging Market VCs? 

 

 Gompers (1995) first considered venture capitalist investment duration regressions in the 

context of staged investment rounds in the U.S.  Hellmann and Puri (2002) study the duration 

before VC interventions and value-added activities in entrepreneurial firms (see also Hellmann 

and Puri, 2000).  Similarly, in this section we present regressions for the determinants of the total 

venture capitalist holding period from first investment to first disposition in Table 6, using the 

Cox (1975) proportional hazard model.10 

 

                                                 
9 Emerging market VCs may be less willing to co-invest in high-tech firms.  Diagnostic tests, however, did not 
explicitly indicate endogeneity problems.  We did run the regressions without the contemporaneous and syndication 
variables, and without the co-investment variable, and the other results were not materially different.  Note as well that 
a logit regression explaining the presence of co-investment indicated the Legality coefficient was negative and 
significant (details available upon request), suggesting co-investment is more likely in countries with lower ‘Legality’. 
 
10 The data do not indicate staged investment duration (Gompers, 1995), or the duration before VC interventions 
(Hellmann and Puri, 2000, 2002).  These issues would be fruitful avenues for future research on emerging VC markets. 
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[Table 6 About Here] 

 

The average holding period in the data is 41 months (standard deviation is 31.09 months), 

and the range is from 1 month to 185 months.  The variations in the data can be explained by the 

market/book ratio at the time of exit (we did not find evidence of endogeneity with this variable).  

The intuition for the positive and statistically significant coefficient for market/book is that VCs 

hold on to better entrepreneurial firms to certify their quality upon exit (see, e.g., Megginson and 

Weiss, 1991).  VCs also write-off bad firms (those with a lower market/book ratio) as soon as 

they realize they have financed a “lemon”. 

 

 Table 6 also indicates a few country-specific differences.  Duration is typically longer in 

Taiwan, New Zealand, Singapore and South Korea.  One possible explanation (among many, 

including differences in the types of value -added activities by VCs in different countries) is that 

VCs in these countries need to invest over a longer duration to certify the entrepreneur’s quality 

upon exit.  The regressions in Table 6 also account for year of exit and industry dummy variables 

that are not reported.  

 

7. What are the Determinants of Exit Choice Among Emerging Market VCs? 

 

 Tables 7a and 7b report alternative specifications for the determinants of the choice of 

VC exit vehicle (IPO, private, acquisition, secondary sale, buyback and write -off).  Recall the 

term ‘private’ is introduced in this paper (see subsection 2.1 above) to refer to the group of 

acquisitions, secondary sales and buybacks.  We use this grouping because, for some exits, we 

were unable to observe the particular type of private exit among this grouping.  We employ basic 

logit specifications, not a multinomial logit model, because not all explanatory variables could be 

included for all types of exit vehicles.  The multinomial logit regressions, with a restricted set of 

variables, did not yield materially different results (these regressions are available upon request 

from the authors, together with any other specification of interest). 

 

 Table 7a presents the results with the Legality variable (Berkowitz et al., 2002) (specific 

law and finance variables were excluded to avoid collinearity).  Table 7b reports the results with 

the country-specific dummy variables.  The country specific variables and the Legality variable 

are not included in the same specifications to avoid collinearity.  
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[Tables 7a and 7b About Here] 

 

 Two alternative specifications (models 1 and 2) are presented for the IPO regressions to 

highlight the sensitivity of some of the results and the robustness of the other results.  In model 1 

we present all the variables, and in model 2 we exclude a few of the industry dummy variables.  

The difference in the results between the IPO models 1 and 2 is only in terms of the significance 

of the Legality index: the Legality index is positive and significant (at the 10% level) in model 2 

and positive but insignificant in model 1.  The interpretation of a positive coefficient is that IPOs 

are more likely for emerging market VC-backed entrepreneurial firms in countries with ‘better 

laws’ (shareholder protection, standards to the rule of law, etc; see Table 1).  We believe this is an 

important finding.  Although other studies are not available for us to compare this finding, it is 

consistent with the general theme of Black and Gilson (1998).  Further research across other 

countries would be fruitful for comparative purposes. 

 

The co-investment variable is negative and significant in the IPO regressions, and 

positive and significant in the private exits regression.  Co-investment may give rise to competing 

interests (see subsection 2.3 above) because different investors may be in the different VC funds 

(thus inconsistent time horizons may be held by the different sets of investors). We find that co-

investment is related to the likelihood that an investee will eventually be taken public. 

 

The industry dummies and year of exit dummies in the IPO regressions are also intuitive, 

insofar as they suggest IPOs are more likely for hot issue markets.  In contrast, many of the tech-

variables are negative and significant for the private exits regressions, and negative and 

significant for the year 2000 dummy variable. 

 

In the IPO regressions with the country dummies (Table 7b), we find IPOs are more 

likely in Taiwan, Australia and New Zealand, but not the other countries.  Table 7b also indicates 

acquisitions are more likely in Australia and New Zealand.  Private exits are less likely in 

Australia.  The other country dummy variables are insignificant. 

 

The book value coefficients show interesting differences between acquisitions and 

buybacks: acquisitions are more likely for larger VC investments, and buybacks are more likely 

for smaller VC investments.  This is intuitive, because in a buyback the entrepreneur must have 
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the capital to repurchase the VC’s interest (or borrow this capital from a bank), whereas an 

acquisition exit brings in a fresh supply of new capital from another firm. 

 

 

 Also of interest is the fact that the Legality index is negative and significant in the 

buyback regressions and the private exits regressions.  The new owners in a buyback exit are the 

entrepreneurs (so they are not really ‘new’ owners).  As discussed in subsection 2.2, we would 

expect, all else being equal, a higher frequency of buybacks in countries with a lower Legality 

index because there is less need for legal protections for the ‘new’ owners.  Controlling for all 

other variables available in the data, the evidence indicates the fundamental importance of 

Legality. 

 

 Most of the coefficients for the secondary sale and write -off coefficients are insignificant.  

Secondary sales were more common in 2001 and 1998 (see Table 7a) and less common for 

early/expansion stage investments.  Based on the Table 7b regressions, write-offs were less 

frequent in 2000.  We also observe (naturally) lower quality entrepreneurs (those with lower 

market/book values) being written off in both Tables 7a and 7b.   

 

8. What are the Determinants of Extent of Exit and IRRs Among Emerging Market VCs? 

 

 As discussed in section 2, venture capitalists may exit completely within one year of the 

date of their first disposition (a ‘full exit’).  VCs may also exit more gradually over a period of 

more than one year, and maintain an ownership interest in their investee (a ‘partial exit’).  In 

Table 8 we present logit regressions for the determinants of the extent of exit (where 1=partial 

exit and 0=full exit).  We also make use of the selection effects associated with full and partial 

exits, and run regressions for the determinants of IRRs (we use Log(1+IRR) as the dependent 

variable to allow for non-normality and negative observations) with Heckman corrections for 

selection effects associated with full and partial exits. 

 



 19
 

We present two specifications in Table 8: model 1 with the Legality variable, and model 

2 with the country-specific dummies.11  Alterative specifications and controls for other selection 

effects yielded similar results and are available upon request from the authors. 

 

[Table 8 About Here] 

 

 In general, we would expect partial exits when information asymmetries faced by the new 

owners of the firm are more pronounced (see subsection 2.1).  The evidence provides some 

support for this proposition.  For example, early/expansion stage investments are more often 

partial exits (in both models 1 and 2), and (in model 2) full exits are more common the longer the 

investment duration.  These results are intuitive because informational problems are typically 

more pronounced among nascent firms, and less pronounced the longer the VC investment. 

 

 Table 8 indicates full exits are more likely in countries with a higher Legality index.  This 

result is also consistent with the theory of information asymmetries faced by the new owners: in 

countries in which there are stronger legal protections, the evidence indicates it is less important 

for VCs to certify entrepreneurial firm quality in a partial exit (see subsection 2.2). 

  

 Industry-specific factors are generally insignificant for the extent of exit, with the 

exception of the communications/Internet variable in model 2.  The coefficient for that industry 

variable is negative and significant, suggesting venture capitalists invested in those industries 

wanted to complete a full disposition rather quickly.  Similarly, the year dummy variables in 

model 1 indicate full exits were more common in the more recent years (1998 – 2001).  When the 

country dummies are included in model 2, however, the year dummies are not significant, and the 

Australia and Taiwan dummies are negative and significant (indicating full exits are more 

common in these countries). 

 

Partial exits are also more common among co-investments.  Co-investments can present 

the possibility of agency problems in the governance of VC funds (Gompers and Lerner, 1996; 

see also the discussion in subsection 2.3 above).  VCs partially exit these investments to mitigate 

informational problems. 

                                                 
11 The country -specific dummies may be important because there are different regulatory requirements upon going 
public, including differing hold periods and escrow requirements, in different countries.  These constraints, however, 
are not binding across the Asia-Pacific countries in this dataset, and do not directly effect non-IPO exits. 
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The extent of exit regressions indicates that the IPO coefficient is insignificant, and the 

private exits coefficient is positive and significant.  If information asymmetries were in fact more 

pronounced for the new owners in IPO exits, we would expect a positive and significant 

coefficient for the IPO variable.  The positive and significant private exits coefficient in the extent 

of exit indicates the importance of gradual ownership transfer in emerging market private exits.  

Further research explaining why this is the case is warranted. 

 

 The regressions for the determinants of IRR, with Heckman corrections for the extent of 

exit, also indicate a variety of interesting results in Table 8 models 1 and 2.  Investment 

syndication generally lowers returns among emerging market VCs, but increases returns among 

the subset of co-investments by VC funds that are part of the same VC firm.12 This result may be 

explained by the fact that co-investments help the VC achieve the highest return possible for the 

entrepreneurial firm (that is, the additional investment is value -adding). Furthermore, given the 

construction of cash flow based return measures such as IRR, the later co-investment often yields 

a high return due to the short duration of the holding period. 

 

 Early/expansion and buyout investments are associated with higher returns (dummies for 

late (mezzanine) and turnaround investments are suppressed to avoid collinearity).  Firms in the 

electronics industries had higher returns.  Longer duration investments and larger investments are 

associated with lower returns. 

 

Exits in 2000 (model 2 regression) gave rise to higher returns.  The country specific 

dummy variables did not directly impact IRRs (but indirectly affected IRRs through the exit 

vehicle and extent of exit).  Control variables for the exit vehicle (IPO and acquisition) are 

positive and significant (other exit vehicle dummies are suppressed to avoid collinearity).   

 

 Finally, we note that returns vary by investment-specific factors, which implies that 

CAPM-type assumptions are not appropriate for explaining the risk and return to venture capital 

(see also Szegö, 2001, for a useful discussion in a more general context).  However, the predictive 

power of the IRR regressions (adjusted R2 values are 0.233 in model 2 and 0.256 in model 1) 

                                                 
12 Restricting the sample to positive returns, or returns above a threshold (e.g., 50%), etc., generally impacts the 
significance of a variety of the variables.  The reduction in the number of observations associated with quartile 
regressions and other restrictions, etc., typically makes coefficients that were previously significant become 
insignificant. 
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suggests limitations with our analysis of returns.  We discuss these limitations and provide 

suggestions for future research in the following section. 

 

9. Limitations and Future Research 

 

This research project would not have been possible but for the extensive data collection 

efforts of Wilshire Associates, Inc., and their generosity in providing their data.  To our 

knowledge, prior datasets on venture capital exits and IRRs across emerging venture capital 

markets are nonexistent. Because empirical venture capital and private equity research invariably 

involves the use of confidential information, there is always scope for expanding the breadth of 

data and depth of detail within the data.  For example, little is known about fund structure and 

governance among emerging market venture capitalists (all that is known about this topic is 

derived from U.S. evidence; see Sahlman, 1990; Gompers and Lerner, 1996, and Lerner and 

Schoar, 2002).  The role of tax laws on the amount of venture finance in emerging markets (based 

on the theoretical work of Kanniainen and Keuschnigg, 2000, 2001, and Keuschnigg and Nielsen, 

2002) is also worthy of empirical study.  The influence of emerging market VCs on rates of 

innovation among entrepreneurial firms is unknown (see Kortum and Lerner, 2000, for U.S. 

evidence).  Equally interesting would be a study of emerging market VC fundraising and sources 

of capital, as well as the short- and long-run IPO performance among emerging market VC-

backed companies (see, e.g., Gompers and Lerner, 1999, for U.S. evidence), and the valuation of 

private equity investments in emerging markets (see, e.g., Gompers and Lerner, 2002).  This type 

of research would help in better understanding exits and returns in emerging venture capital 

markets. 

 

10. Concluding Remarks 

 

 This paper provides the first cross-county empirical analysis of investment and exit 

across emerging venture capital markets in the Asia -Pacific region. Our hope is that these 

findings will not only assist our understanding of the factors that affect the development of 

venture capital markets, but also inspire future research on emerging venture capital markets and 

the impact of the legal and institutional structure on investing in private companies.  In these brief 

final remarks, we highlight two new principal findings derived from the dataset introduced in this 

paper. 
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First, co-investment (different VC funds within the same VC firm invest in the same 

entrepreneurial firm) is fairly common among the VC funds in the Asia -Pacific region.  As 

explained and empirically studied by Gompers and Lerner (1996, 1999), co-investment is 

typically prohibited by limited partnership agreements among U.S. venture capitalists.  In this 

dataset, we find co-investment has a significant impact on investment choice (high-tech 

investments are less likely) and exits (IPOs are less likely, private exits are more likely, and 

partial exits are more likely).  Previous research has not considered the impact of co-investment 

on the exit process.  That we find a significant impact in this dataset indicates co-investment 

restrictive covenants have an important corporate governance role in venture capital finance. 

 

 Second, legal structure impacts both the investment decision and exit process.  

Importantly, the impact of laws are significant in a multivariate setting when we include controls 

for a very large number of other factors pertinent to investment and exit.  In terms of the 

investment decision, we find venture capitalists that finance entrepreneurial firms in countries 

with stronger laws for contract repudiation and shareholder rights, and a higher Legality index 

generally, are more likely to finance high-tech firms.  In terms of the exit process, IPOs (for 

which investor protections are most important) are more likely the higher the Legality index in a 

country, and buybacks (for which investor protections are least important) are more likely the 

lower the Legality index.  IPOs are clearly a superior exit vehicle relative to buybacks for 

successful entrepreneurial firms with growth potential, and crucial to the development of a 

successful venture capital market (see also Black and Gilson, 1998). 

 

 In sum, in addition to the economic climate and transaction-specific venture capital 

variables considered in this paper, the evidence indicates that the legal and institutional 

environment is vitally important to the development of successful venture capital markets and the 

financing of small high-tech firms. 
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Country
Common 

Law/Civil Law 
(Civil=1)

Efficiency of 
Judicial 
System

Rule of Law Corruption
Risk of 

Expropriation

Risk of 
Contract 

Repudiation

Shareholders 

Rights
1 Legality2

0 10 10 8.63 9.98 9 5 20.85

New Zealand 0 10 10 10 9.69 9.29 4 21.55

Australia 0 10 10 8.52 9.27 8.71 4 20.44

Singapore 0 10 8.57 8.22 9.3 8.86 4 19.53

Hong Kong 0 10 8.22 8.52 8.29 8.82 5 19.11

Malaysia 0 9 6.78 7.38 7.95 7.43 4 16.67

India 0 8 4.17 4.58 7.75 6.11 5 12.80

Thailand 0 3.25 6.25 5.18 7.42 7.57 2 12.94

China4
1 8.54 8.68 8.03 9.45 9.47 2.33 19.23

Taiwan 1 6.75 8.52 6.85 9.12 9.16 3 17.62

South Korea 1 6 5.35 5.3 8.31 8.59 2 14.23

Indonesia 1 2.5 3.98 2.15 7.16 6.09 2 9.16

Philippines 1 4.75 2.73 2.92 5.22 4.8 3 8.51

Table 1.  Countries Represented in the Venture Capital Exits Database, and the Law annd Finance Variables
1

Emerging Mkt VC 

Investments in US
3

1. The Shareholder Rights Index is derived from the sum of dummy variables on shareholders rights from La Porta et al. (1998, pp. 1130-1131).

2. The Legality Index is contructed from Berkowitz et al. (2002, p. 18 weightings).

4. The Efficiency of Judicial System for China is equal to the average German law system.

3. The "U.S. investments" in the database are emerging market venture capitalists' foreign investments in U.S. based entrepreneurial firms.
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All Exits Full Partial Full Partial Full Partial Full Partial Full Partial Full Partial Full Partial

Australia 130 99 31 22 16 10 1 25 5 9 1 9 8 24 --

Median IRR 0.235 0.201 0.450 0.437 0.508 0.206 0.140 0.229 1.226 0.261 0.040 0.320 0.220 -1.000 --

Average IRR 1.27793 0.355 4.225 1.440 0.926 0.858 0.140 0.282 23.126 0.278 0.040 0.825 0.045 -0.920 --

Std Dev 8.9411 1.802 17.869 2.782 0.989 2.661 0.000 0.512 43.302 0.274 0.000 1.268 0.324 0.203 --

# High Tech 74 56 18 14 14 4 0 14 3 5 0 1 1 18 --

# Early & Expansion 101 77 24 16 15 10 1 17 3 5 0 6 5 23 --

#Buyout 21 15 6 5 1 0 0 5 1 3 1 1 3 1 --

China 14 -- 14 -- -- -- 12 -- -- -- -- -- -- -- 2

Median IRR 0.084 -- 0.084 -- -- -- 0.095 -- -- -- -- -- -- -- -1.000

Average IRR -0.063 -- -0.063 -- -- -- 0.093 -- -- -- -- -- -- -- -1.000

Std Dev 0.450 -- 0.450 -- -- -- 0.230 -- -- -- -- -- -- -- 0.000

# High Tech 2 -- 2 -- -- -- 2 -- -- -- -- -- -- -- 0

# Early & Expansion 14 -- 14 -- -- -- 12 -- -- -- -- -- -- -- 2

#Buyout 0 -- 0 -- -- -- 0 -- -- -- -- -- -- -- 0

Hong Kong 14 -- 14 -- 1 -- 11 -- -- -- -- -- -- -- 2

Median IRR 0.250 -- 0.250 -- 3.500 -- 0.265 -- -- -- -- -- -- -- -1.000

Average IRR 0.293 -- 0.293 -- 3.500 -- 0.236 -- -- -- -- -- -- -- -1.000

Std Dev 1.071 -- 1.071 -- 0.000 -- 0.356 -- -- -- -- -- -- -- 0.000

# High Tech 7 -- 7 -- 1 -- 6 -- -- -- -- -- -- -- 0

# Early & Expansion 14 -- 14 -- 1 -- 11 -- -- -- -- -- -- -- 2

#Buyout 0 -- 0 -- 0 -- 0 -- -- -- -- -- -- -- 0

India 2 -- 2 -- 1 -- -- -- -- -- -- -- 1 -- --

Median IRR 2.040 -- 2.040 -- 2.040 -- -- -- -- -- -- -- 0.000 -- --

Average IRR 1.020 -- 1.020 -- 2.040 -- -- -- -- -- -- -- 0.000 -- --

Std Dev 1.020 -- 1.020 -- 0.000 -- -- -- -- -- -- -- 0.000 -- --

# High Tech 2 -- 2 -- 1 -- -- -- -- -- -- -- 1 -- --

# Early & Expansion 2 -- 2 -- 1 -- -- -- -- -- -- -- 1 -- --

#Buyout 0 -- 0 -- 0 -- -- -- -- -- -- -- 0 -- --

Indonesia 14 -- 14 -- -- -- 13 -- -- -- -- -- 1 -- --

Median IRR -0.015 -- -0.015 -- -- -- -0.151 -- -- -- -- -- -0.370 -- --

Average IRR -0.053 -- -0.053 -- -- -- -0.029 -- -- -- -- -- -0.370 -- --

Std Dev 0.250 -- 0.250 -- -- -- 0.242 -- -- -- -- -- 0.000 -- --

# High Tech 2 -- 2 -- -- -- 2 -- -- -- -- -- 0 -- --

# Early & Expansion 14 -- 14 -- -- -- 13 -- -- -- -- -- 1 -- --

#Buyout 0 -- 0 -- -- -- 0 -- -- -- -- -- 0 -- --

Malaysia 1 -- 1 -- -- -- 1 -- -- -- -- -- -- -- --

Median IRR -0.168 -- -0.168 -- -- -- -0.168 -- -- -- -- -- -- -- --

Average IRR -0.168 -- -0.168 -- -- -- -0.168 -- -- -- -- -- -- -- --

Std Dev 0 -- 0.000 -- -- -- 0.000 -- -- -- -- -- -- -- --

# High Tech 0 -- 0 -- -- -- 0 -- -- -- -- -- -- -- --

# Early & Expansion 1 -- 1 -- -- -- 1 -- -- -- -- -- -- -- --

#Buyout 0 -- 0 -- -- -- 0 -- -- -- -- -- -- -- --

New Zealand 14 -- 14 -- 4 -- -- -- 8 -- 2 -- -- -- --

Median IRR 0.347 -- 0.347 -- 0.444 -- -- -- 0.347 -- 0.270 -- -- -- --

Average IRR 0.574 -- 0.574 -- 0.475 -- -- -- 0.700 -- 0.270 -- -- -- --

Std Dev 0.955 -- 0.955 -- 0.336 -- -- -- 1.262 -- 0.142 -- -- -- --

# High Tech 7 -- 7 -- 2 -- -- -- 5 -- 0 -- -- -- --

# Early & Expansion 14 -- 14 -- 4 -- -- -- 8 -- 2 -- -- -- --

#Buyout 0 -- 0 -- 0 -- -- -- 0 -- 0 -- -- -- --

Table 2.  IRRs and Frequency of Venture Capital Exit Vehicles by Country

IPO Acquisition Secondary Sale Buyback Write-offPrivate
1

Country
Totals

1. 'Private' refers to the group of acquisitions, secondary sales and buybacks.  Where there is information to distinguish the particular private exit vehicle, such exits are 
reported in the separate columns.

Table 2 continues on the following page…
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All Exits Full Partial Full Partial Full Partial Full Partial Full Partial Full Partial Full Partial

Philippines 1 -- 1 -- -- -- 1 -- -- -- -- -- -- -- --

Median IRR -0.003 -- -0.003 -- -- -- -0.003 -- -- -- -- -- -- -- --

Average IRR -0.003 -- -0.003 -- -- -- -0.003 -- -- -- -- -- -- -- --

Std Dev 0.000 -- 0.000 -- -- -- 0.000 -- -- -- -- -- -- -- --

# High Tech 0 -- 0 -- -- -- 0 -- -- -- -- -- -- -- --

# Early & Expansion 1 -- 1 -- -- -- 1 -- -- -- -- -- -- -- --

#Buyout 0 -- 0 -- -- -- 0 -- -- -- -- -- -- -- --

Singapore 8 -- 8 -- -- -- 5 -- -- -- -- -- -- -- 3

Median IRR 0.126 -- 0.126 -- -- -- 0.150 -- -- -- -- -- -- -- -1.000

Average IRR -0.201 -- -0.201 -- -- -- 0.278 -- -- -- -- -- -- -- -1.000

Std Dev 0.678 -- 0.678 -- -- -- 0.198 -- -- -- -- -- -- -- 0.000

# High Tech 3 -- 3 -- -- -- 0 -- -- -- -- -- -- -- 3

# Early & Expansion 8 -- 8 -- -- -- 5 -- -- -- -- -- -- -- 3

#Buyout 0 -- 0 -- -- -- 0 -- -- -- -- -- -- -- 0

South Korea 3 -- 3 -- -- -- 3 -- -- -- -- -- -- -- --

Median IRR 0.250 -- 0.250 -- -- -- 0.250 -- -- -- -- -- -- -- --

Average IRR 0.145 -- 0.145 -- -- -- 0.145 -- -- -- -- -- -- -- --

Std Dev 0.182 -- 0.182 -- -- -- 0.182 -- -- -- -- -- -- -- --

# High Tech 3 -- 3 -- -- -- 3 -- -- -- -- -- -- -- --

# Early & Expansion 3 -- 3 -- -- -- 3 -- -- -- -- -- -- -- --

#Buyout 0 -- 0 -- -- -- 0 -- -- -- -- -- -- -- --

Taiwan 62 17 45 15 3 -- 38 2 -- -- 1 -- 2 -- 1

Median IRR 0.489 0.495 0.445 0.495 0.549 -- 0.491 0.318 -- -- 0.050 -- 0.144 -- -1.000

Average IRR 1.02688 1.521 0.840 1.681 0.327 -- 0.987 0.318 -- -- 0.050 -- 0.144 -- -1.000

Std Dev 2.37203 3.186 1.995 3.370 0.524 -- 2.131 0.338 -- -- 0.000 -- 0.008 -- 0.000

# High Tech 54 15 39 13 3 -- 32 2 -- -- 1 -- 2 -- 1

# Early & Expansion 57 13 44 11 2 -- 38 2 -- -- 1 -- 2 -- 1

#Buyout 0 0 0 0 0 -- 0 0 -- -- 0 -- 0 -- 0

Thailand 12 -- 12 -- -- -- 8 -- 1 -- -- -- -- -- 3

Median IRR 0.090 -- 0.090 -- -- -- 0.100 -- 0.134 -- -- -- -- -- -1.000

Average IRR -0.101 -- -0.101 -- -- -- 0.207 -- 0.134 -- -- -- -- -- -1.000

Std Dev 0.340 -- 0.583 -- -- -- 0.268 -- 0.000 -- -- -- -- -- 0.000

# High Tech 5 -- 5 -- -- -- 4 -- 1 -- -- -- -- -- 0

# Early & Expansion 12 -- 12 -- -- -- 8 -- 1 -- -- -- -- -- 3

#Buyout 0 -- 0 -- -- -- 0 -- 0 -- -- -- -- -- 0

Emerging Mkt VC Inv. in US
2

61 1 60 1 1 0 43 -- -- -- -- -- 1 -- 15

Median IRR 0.064 2.196 0.058 2.196 0.896 0.000 0.129 -- -- -- -- -- 0.269 -- -1.000

Average IRR 0.087 2.196 0.052 2.196 0.896 0.000 0.394 -- -- -- -- -- 0.269 -- -1.000

Std Dev 0.868 0.000 0.830 0.000 0.000 0.000 0.659 -- -- -- -- -- 0.000 -- 0.000

# High Tech 46 1 45 1 1 0 28 -- -- -- -- -- 1 -- 15

# Early & Expansion 61 1 60 1 1 0 43 -- -- -- -- -- 1 -- 15

#Buyout 0 0 0 0 0 0 0 -- -- -- -- -- 0 -- 0

Totals 336 117 219 38 26 10 136 27 14 9 4 9 13 24 26

Median IRR 0.218 0.229 0.183 0.495 0.598 0.206 0.250 0.229 0.364 0.261 0.110 0.320 0.144 -1.000 -1.000

Average IRR 0.729 0.540 0.831 1.555 0.928 0.858 0.453 0.284 8.669 0.278 0.157 0.825 0.042 -0.920 -1.000

Std Dev 5.692 2.082 6.888 2.950 1.007 2.661 1.230 0.496 51.066 0.274 0.154 1.268 0.285 0.203 0.000

# High Tech 205 72 133 28 22 4 77 16 9 5 1 1 5 18 19

# Early & Expansion 302 91 211 28 24 10 136 19 12 5 3 6 10 23 26

#Buyout 21 15 6 5 1 0 0 5 1 3 1 1 3 1 0

Write-off

2. The U.S. investments are those foreign investments made by emerging market venture capitalists in U.S. entrepreneurial companies (not U.S. VCs in emerging market 
companies).

Table 2 (Continued).

Country
Totals IPO Private1 Acquisition Secondary Sale Buyback
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Full Sample 2001 2000 1996 - 1999 1989 - 1995 Unknown Exit Date

Median IRR (All Exits) 0.064 0 0 0.051 0.3295 -1

Average IRR (All Exits) 0.087 0 0 0.224 0.589 -0.800

Std Dev IRR (All Exits) 0.868 0 0 0.375 0.814 0.799

Total # Exits 61 0 0 23 22 16

# IPOs 2 0 0 1 0 1

# Private Exits 44 0 0 22 22 0

# Write-offs 15 0 0 0 0 15

Median IRR (All Exits) 0.230 -0.032 0.317 0.489 0.246 0.114

Average IRR (All Exits) 0.980 -0.099 3.129 0.421 0.384 -0.123

Std Dev IRR (All Exits) 7.600 1.073 14.531 0.652 1.611 0.548

Total # Exits 183 45 48 49 31 10

# IPOs 44 2 23 14 4 1

# Private Exits 105 26 20 32 22 5

# Write-offs 32 17 5 3 5 2

Median IRR (All Exits) 0.265 -0.027 0.398 0.258 0.150 0.491

Average IRR (All Exits) 0.665 -0.049 1.517 0.617 0.143 0.715

Std Dev IRR (All Exits) 1.997 0.766 3.442 2.064 0.021 0.761

Total # Exits 94 14 15 40 3 22

# IPOs 19 0 11 7 0 1

# Private Exits 72 11 4 33 3 21

# Write-offs 3 3 0 0 0 0

Median IRR (All Exits)
1

.007*** NA NA 0.253 NA 0.000***

Average IRR (All Exits) -0.910 NA NA -1.344 0.530 -2.690***

Variances (All Exits)
2

0.013*** NA NA 0.331*** 4.494*** 2.126

Proportion of IPOs 3.620*** NA NA 2.253** 1.528 1.633

Proportion of Private Exits 1.961** NA NA 2.678*** 2.633*** 3.147***

Proportion of Write-offs 1.180 NA NA 1.225 2.014** 3.846***

Median IRR (All Exits)
1

0.017** NA NA 0.091* NA 0.000***

Average IRR (All Exits) -2.130** NA NA -0.850 NA -6.270***

Variances (All Exits)
2

0.189*** NA NA 0.033*** NA 1.102

Proportion of IPOs 2.609*** NA NA 0.881 NA 0.326

Proportion of Private Exits 1.103 NA NA 0.881 NA 6.086***

Proportion of Write-offs 4.062*** NA NA NA NA 6.079***

Median IRR (All Exits)
1

0.269 0.532 0.620 0.252 NA 0.013**

Average IRR (All Exits) 0.390 -0.160 0.520 -0.570 NA -2.940
Variances (All Exits)2 14.434*** 1.962 17.823*** 0.010*** NA 0.519

Proportion of IPOs 1.388 0.803 1.724* 1.870* NA 2.184**

Proportion of Private Exits 3.602*** 1.405 1.044 2.427** NA 3.262***

Proportion of Write-offs 3.419*** 0.259 1.303 1.548 NA 2.303**

(A) Emerging Mkt VC Investments in US-based Companies

(B) New Zealand, Australia, Singapore, Hong Kong, Malaysia, India, Thailand

2. F test for the ratio of variances equal to 1.

Year

Table 3.  Summary of Exits Data by Year of Exit and by Countries

Summary Statistics and 
Comparison Tests

(C) China, Indonesia, Philippines, South Korea, Taiwan

(D) Test Statistics For Difference in Medians, Means, Variances and Proportions For Group (A) Versus Group (B)

NA: Not Applicable.  Insufficient data.  *, **, *** Significant at the 10%, 5%, and 1% levels, respectively.

1. P-values are reported values for the median tests.  The median test is the two-sample equivalent of the one-sample sign test.

(D) Test Statistics For Difference in Medians, Means, Variances and Proportions For Group (B) Versus Group (C)

(D) Test Statistics For Difference in Medians, Means, Vaariances and Proportions For Group (A) Versus Group (C)



 

IPO Private Exit Acquisition
Secondary 

Sale
Buyback Write-off Partial Exit

Contemporaneous 
Syndication

Follow-on 
Syndication

Co-Investment
Early / 

Expansion
Buyout

Late 
(Mezzanine)

Turnaround Book Value Duration Legality Civil

IPO 1.00

Private Exit -0.68 1.00

Acquisition -0.18 0.27 1.00

Secondary Sale -0.10 0.14 -0.07 1.00

Buyback -0.13 0.19 -0.10 -0.05 1.00

Write-off -0.20 -0.58 -0.16 -0.08 -0.11 1.00

Partial Exit -0.25 0.29 -0.24 -0.14 -0.03 -0.12 1.00

Contemporaneous Syndication -0.07 0.09 -0.19 0.02 -0.06 -0.05 0.12 1.00

Follow-on Syndication 0.07 -0.03 -0.07 -0.04 0.01 -0.04 0.01 0.27 1.00

Co-Investment -0.16 0.21 -0.19 0.05 -0.05 -0.10 0.23 0.86 0.14 1.00

Early/Expansion -0.14 0.03 -0.18 -0.19 -0.15 0.11 0.29 0.05 0.06 0.07 1.00

Buyout 0.06 0.00 0.13 0.20 0.13 -0.07 -0.20 0.03 -0.05 -0.02 -0.77 1.00

Late (Mezzanine) 0.15 -0.07 0.08 0.04 0.08 -0.08 -0.23 -0.10 -0.04 -0.08 -0.57 -0.05 1.00

Turnaround -0.03 0.04 0.15 -0.01 -0.01 -0.02 0.04 -0.04 -0.01 -0.03 -0.16 -0.01 -0.01 1.00

Book Value 0.07 -0.03 0.15 0.03 -0.07 -0.05 -0.15 -0.08 -0.01 -0.08 -0.18 0.19 0.04 0.01 1.00

Duration -0.04 -0.04 0.09 -0.02 -0.07 0.09 -0.12 0.03 0.06 -0.01 -0.04 -0.01 0.08 0.00 0.02 1.00

Legality 0.10 -0.17 0.17 0.10 0.03 0.13 -0.26 -0.18 0.05 -0.23 -0.12 0.13 0.02 0.03 -0.07 0.02 1.00

Civil 0.00 0.15 -0.19 -0.09 -0.08 -0.20 0.22 0.04 -0.01 0.07 0.10 -0.16 0.06 -0.03 0.07 -0.06 -0.57 1.00

Judicial 0.08 -0.17 0.17 0.10 0.07 0.15 -0.27 -0.14 0.04 -0.19 -0.13 0.15 -0.01 0.03 -0.04 0.03 0.94 -0.69

Rule of Law 0.12 -0.20 0.18 0.11 0.04 0.13 -0.34 -0.19 0.05 -0.26 -0.15 0.16 0.04 0.03 -0.10 0.04 0.97 -0.55

Corruption 0.08 -0.16 0.20 0.10 0.02 0.13 -0.22 -0.18 0.04 -0.22 -0.10 0.12 0.00 0.02 -0.04 0.03 0.98 -0.62

Expropriation 0.05 -0.11 0.07 0.04 -0.02 0.10 -0.09 -0.15 0.04 -0.17 -0.04 0.04 0.01 0.01 -0.13 0.00 0.88 -0.31

Repudiation 0.08 -0.09 0.05 0.03 -0.07 0.03 -0.05 -0.15 0.05 -0.18 -0.02 -0.01 0.05 0.00 -0.02 -0.03 0.78 -0.04

Shareholder Rights -0.01 -0.11 0.04 0.03 0.03 0.15 -0.05 -0.05 0.06 -0.06 -0.02 0.06 -0.05 0.01 -0.20 -0.02 0.73 -0.74

Foreign Investments in US Firms -0.19 0.06 -0.18 -0.09 -0.09 0.13 0.33 0.06 0.03 0.13 0.16 -0.12 -0.09 -0.03 -0.30 0.03 0.30 -0.29

Taiwan 0.12 0.03 -0.13 -0.06 -0.06 -0.18 0.07 -0.08 0.03 -0.08 0.03 -0.12 0.12 -0.03 -0.04 -0.15 -0.23 0.76

Australia 0.21 -0.23 0.26 0.16 0.21 0.08 -0.69 -0.13 0.01 -0.26 -0.32 0.33 0.08 0.07 0.10 0.08 0.39 -0.50

Hong Kong -0.06 0.06 -0.08 -0.04 -0.06 0.00 0.15 0.11 0.04 0.14 0.07 -0.05 -0.04 -0.01 0.00 -0.03 0.01 -0.13

Indonesia -0.10 0.15 -0.08 -0.04 0.01 -0.09 0.15 0.20 -0.04 0.24 0.07 -0.05 -0.04 -0.01 0.01 0.01 -0.72 0.33

Thailand -0.09 0.04 -0.02 -0.04 -0.05 0.05 0.14 0.07 -0.04 0.10 0.06 -0.05 -0.04 -0.01 0.00 0.06 -0.41 -0.12

Singapore -0.08 -0.01 -0.06 -0.03 -0.04 0.10 0.11 0.14 -0.03 0.17 0.05 -0.04 -0.03 -0.01 0.08 -0.07 0.03 -0.10

New Zealand 0.05 0.02 0.29 0.11 -0.06 -0.09 0.15 -0.12 -0.04 -0.09 0.07 -0.05 -0.04 -0.01 0.12 -0.05 0.18 -0.13

China -0.10 0.09 -0.08 -0.04 -0.06 0.00 0.15 0.01 -0.04 0.04 0.07 -0.05 -0.04 -0.01 0.09 0.15 0.01 0.33

South Korea -0.05 0.07 -0.04 -0.02 -0.03 -0.04 0.07 0.07 -0.02 0.08 0.03 -0.02 -0.02 -0.01 0.28 -0.04 -0.16 0.15

Electronics 0.04 -0.09 -0.06 -0.07 -0.10 0.07 0.06 -0.01 0.00 -0.05 0.13 -0.15 0.00 -0.04 -0.12 -0.06 0.02 0.24

Communications / Internet 0.05 -0.02 -0.01 -0.05 -0.01 -0.03 0.04 -0.06 -0.05 -0.03 0.04 -0.06 0.03 -0.01 -0.04 -0.07 -0.06 0.03

Biotechnology 0.18 -0.10 0.04 -0.04 -0.05 -0.07 -0.02 -0.12 -0.03 -0.11 0.00 0.03 -0.03 -0.01 0.08 -0.02 0.03 -0.07

Other Technology 0.06 -0.12 0.06 0.05 -0.07 0.10 -0.10 0.01 0.10 -0.06 -0.08 0.08 -0.02 0.11 0.04 0.02 0.14 -0.21

Finance Industries 0.03 0.00 0.06 -0.02 -0.03 -0.04 -0.06 -0.07 -0.02 -0.06 0.03 -0.02 -0.02 -0.01 0.00 -0.03 0.02 0.01

Exit in 2001 -0.18 -0.03 0.16 0.11 0.04 0.25 -0.19 0.04 -0.05 -0.02 -0.05 -0.02 0.12 -0.03 0.21 0.13 0.06 -0.04

Exit in 2000 0.41 -0.27 0.08 -0.10 0.03 -0.09 -0.17 -0.09 0.12 -0.12 -0.04 -0.03 0.12 -0.03 0.12 0.03 0.04 -0.06

Exit in 1999 0.09 0.02 0.07 -0.07 0.06 -0.12 -0.03 -0.01 0.03 0.01 0.00 -0.05 0.03 0.15 -0.04 0.07 -0.04 0.15

Exit in 1998 0.02 0.06 -0.08 0.22 0.09 -0.10 -0.01 0.11 -0.06 0.11 -0.11 0.19 -0.06 -0.02 -0.04 -0.02 -0.06 -0.07

Exit in 1997 -0.03 0.11 -0.10 0.01 0.03 -0.11 0.16 0.08 0.02 0.06 0.09 -0.07 -0.05 -0.01 -0.03 0.01 -0.14 0.09

Exit in 1996 -0.08 0.13 0.03 0.00 -0.03 -0.09 0.09 0.06 0.13 0.06 0.10 -0.07 -0.05 -0.02 -0.03 0.01 0.06 0.03

Exit in 1995 -0.06 0.09 -0.03 -0.04 -0.06 -0.05 0.00 0.01 -0.04 0.04 0.07 -0.05 -0.04 -0.01 -0.09 0.01 -0.03 -0.10

Exit in 1994 -0.06 0.12 -0.08 -0.04 -0.06 -0.09 0.06 -0.02 -0.04 0.01 0.07 -0.05 -0.04 -0.01 -0.12 -0.06 0.11 -0.13

Exit in 1993 -0.04 0.02 -0.09 -0.05 -0.06 0.02 0.03 0.07 -0.04 0.04 0.03 0.00 -0.04 -0.01 -0.12 -0.09 -0.01 -0.14

IRR 0.05 0.05 0.16 -0.02 -0.02 -0.12 0.02 -0.05 -0.02 -0.04 -0.15 0.20 0.00 -0.01 -0.07 -0.10 0.03 -0.01

Table 4 continues on the following page…

Table 4.  Correlation Matrix
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Judicial Rule of Law Corruption Expropriation Repudiation
Shareholder 

Rights
US Investments Taiwan Australia Hong Kong Indonesia Thailand Singapore

New 
Zealand

IPO

Private Exit

Acquisition

Secondary Sale

Buyback

Write-off

Partial Exit

Contemporaneous Syndication

Follow-on Syndication

Co-Investment

Early/Expansion

Buyout

Late (Mezzanine)

Turnaround

Book Value

Duration

Legality

Civil

Judicial 1.00

Rule of Law 0.88 1.00

Corruption 0.94 0.94 1.00

Expropriation 0.76 0.88 0.82 1.00

Repudiation 0.58 0.76 0.76 0.81 1.00

Shareholder Rights 0.83 0.67 0.72 0.62 0.34 1.00

Foreign Investments in US Firms 0.28 0.28 0.25 0.53 0.18 0.62 1.00

Taiwan -0.44 -0.17 -0.29 -0.03 0.29 -0.42 -0.22 1.00

Australia 0.47 0.48 0.36 0.11 -0.02 0.17 -0.37 -0.38 1.00

Hong Kong 0.12 -0.11 0.09 -0.25 0.03 0.27 -0.10 -0.10 -0.17 1.00

Indonesia -0.60 -0.69 -0.75 -0.58 -0.77 -0.41 -0.10 -0.10 -0.17 -0.04 1.00

Thailand -0.49 -0.35 -0.32 -0.47 -0.31 -0.38 -0.09 -0.09 -0.15 -0.04 -0.04 1.00

Singapore 0.09 -0.05 0.04 0.03 0.03 0.03 -0.07 -0.07 -0.12 -0.03 -0.03 -0.03 1.00

New Zealand 0.12 0.13 0.29 0.15 0.16 0.05 -0.10 -0.10 -0.17 -0.04 -0.04 -0.04 -0.03 1.00

China -0.02 -0.05 0.03 0.08 0.22 -0.33 -0.10 -0.10 -0.17 -0.04 -0.04 -0.04 -0.03 -0.04

South Korea -0.12 -0.23 -0.15 -0.11 -0.02 -0.19 -0.04 -0.05 -0.08 -0.02 -0.02 -0.02 -0.01 -0.02

Electronics -0.06 0.03 -0.03 0.14 0.21 0.00 0.12 0.36 -0.18 -0.05 -0.11 -0.13 0.02 -0.14

Communications / Internet -0.10 -0.06 -0.04 -0.03 0.03 -0.01 0.09 0.09 -0.19 0.08 -0.05 0.17 -0.04 0.02

Biotechnology 0.04 0.04 0.04 -0.01 -0.04 0.00 -0.08 -0.08 0.11 -0.04 0.05 -0.03 -0.03 0.14

Other Technology 0.17 0.15 0.15 0.08 0.00 0.17 0.01 -0.13 0.19 -0.03 -0.11 -0.02 -0.08 0.04

Finance Industries 0.01 0.03 0.01 0.01 0.02 -0.01 -0.04 0.04 0.05 -0.02 -0.02 -0.02 -0.01 -0.02

Exit in 2001 0.09 0.03 0.08 -0.01 0.05 -0.08 -0.22 -0.12 0.16 -0.02 -0.06 -0.05 0.18 0.06

Exit in 2000 0.05 0.06 0.05 -0.07 -0.01 -0.03 -0.22 -0.01 0.22 0.09 -0.02 -0.01 -0.07 0.02

Exit in 1999 -0.08 -0.03 -0.06 0.01 0.02 -0.11 -0.05 0.12 -0.03 -0.07 0.07 -0.07 -0.06 0.02

Exit in 1998 -0.02 -0.06 -0.04 -0.11 -0.15 -0.04 -0.06 -0.12 0.07 -0.06 0.04 0.06 0.02 0.04

Exit in 1997 -0.11 -0.15 -0.17 -0.05 -0.15 0.02 0.10 0.07 -0.13 -0.05 0.13 -0.05 -0.04 -0.05

Exit in 1996 0.01 0.06 0.06 0.11 0.11 0.02 0.10 0.04 -0.11 -0.06 -0.06 0.01 -0.04 0.11

Exit in 1995 -0.02 -0.01 -0.03 -0.03 -0.08 0.01 0.06 -0.10 0.05 -0.04 0.03 0.12 -0.03 -0.04

Exit in 1994 0.12 0.09 0.10 0.11 0.05 0.21 0.21 -0.10 -0.04 0.11 -0.04 -0.04 -0.03 -0.04

Exit in 1993 0.01 -0.02 0.02 -0.08 -0.03 0.10 0.07 -0.11 -0.04 0.22 -0.05 0.18 -0.04 -0.05

IRR 0.03 0.04 0.03 0.01 0.02 0.00 -0.05 0.02 0.08 -0.02 -0.03 -0.03 -0.03 -0.01

Table 4 continues on the following page…

Table 4 (Continued).  Correlation Matrix
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China South Korea Electronics
Communications / 

Internet
Biotechnology

Other 
Technology

Finance 
Industries

Exit in 2001 Exit in 2000 Exit in 1999 Exit in 1998 Exit in 1997 Exit in 1996 Exit in 1995 Exit in 1994 Exit in 1993 IRR

IPO

Private Exit

Acquisition

Secondary Sale

Buyback

Write-off

Partial Exit

Contemporaneous Syndication

Follow-on Syndication

Co-Investment

Early/Expansion

Buyout

Late (Mezzanine)

Turnaround

Book Value

Duration

Legality

Civil

Judicial

Rule of Law

Corruption

Expropriation

Repudiation

Shareholder Rights

Foreign Investments in US Firms

Taiwan

Australia

Hong Kong

Indonesia

Thailand

Singapore

New Zealand

China 1.00

South Korea -0.02 1.00

Electronics -0.11 0.14 1.00

Communications / Internet -0.05 -0.02 -0.16 1.00

Biotechnology -0.04 -0.02 -0.12 -0.04 1.00

Other Technology -0.11 -0.05 -0.35 -0.12 -0.09 1.00

Finance Industries -0.02 -0.01 -0.07 -0.02 -0.02 -0.05 1.00

Exit in 2001 0.10 0.21 0.03 -0.08 -0.08 -0.04 -0.04 1.00

Exit in 2000 -0.06 -0.05 -0.10 0.02 0.14 0.05 -0.05 -0.22 1.00

Exit in 1999 0.07 -0.03 0.06 0.00 0.05 -0.02 0.07 -0.16 -0.17 1.00

Exit in 1998 -0.01 -0.03 -0.14 -0.07 0.01 0.06 -0.03 -0.14 -0.14 -0.11 1.00

Exit in 1997 -0.05 -0.02 0.03 -0.06 -0.05 -0.01 -0.02 -0.12 -0.12 -0.09 -0.08 1.00

Exit in 1996 0.05 -0.03 -0.07 -0.02 -0.05 -0.06 0.09 -0.13 -0.13 -0.10 -0.09 -0.07 1.00

Exit in 1995 -0.04 -0.02 -0.05 0.08 0.05 -0.03 -0.02 -0.10 -0.10 -0.07 -0.06 -0.05 -0.06 1.00

Exit in 1994 -0.04 -0.02 0.08 0.21 -0.04 -0.07 -0.02 -0.10 -0.10 -0.07 -0.06 -0.05 -0.06 -0.04 1.00

Exit in 1993 -0.05 -0.02 -0.01 -0.05 0.04 -0.05 -0.02 -0.11 -0.11 -0.08 -0.07 -0.06 -0.07 -0.05 -0.05 1.00

IRR -0.03 -0.01 0.08 0.02 0.02 -0.03 0.00 -0.07 0.17 -0.02 -0.03 -0.01 0.00 -0.02 -0.02 0.00 1.00

Table 4 (Continued).  Correlation Matrix



Coefficient t-Statistic Coefficient t-Statistic Coefficient t-Statistic Coefficient t-Statistic Coefficient t-Statistic Coefficient t-Statistic

Constant -14.677 -3.753*** 0.025 0.028 0.174 0.271 -15.448 -3.964*** 0.037 0.043 0.019 0.030

Contemporaneous Syndication 0.911 1.457 0.593 0.974 -0.009 -0.295 0.757 1.351 0.349 0.643 -0.048 -1.422

Follow-on Syndication 0.325 0.411 0.713 0.934 0.797 1.273 0.521 0.669 0.871 1.164 0.672 1.197

Co-Investment: Same VC Firm, Different VC Funds -1.529 -2.295** -1.012 -1.593 0.267 0.341 -1.258 -2.070** -0.630 -1.097 0.461 0.601

Cost -0.017 -0.530 -0.054 -1.793* -1.279 -1.912* -0.058 -1.704* -0.086 -2.665*** -1.038 -1.703*

Legality 0.053 1.246 0.036 0.849

Civil Law Country -1.057 -1.055 -1.245 -1.250

Judicial Efficiency -0.307 -1.161 -0.323 -1.230

Rule of Law 0.130 0.433 -0.275 -0.913

Corruption -1.289 -2.175** -0.978 -1.655*

Expropriation 0.271 0.522 0.581 1.131

Repudiation 2.296 2.893*** 2.247 2.831***

Shareholder Rights 1.343 3.708*** 1.203 3.420***

Emerging Market Investments in US Entrepreneurs 1.888 3.035*** 1.690 2.726***

Taiwan 2.169 3.392*** 1.755 2.884***

Australia 0.342 0.627 0.008 0.015

New Zealand 0.260 0.344 0.491 0.653

China -1.535 -1.640 -1.394 -1.501

Hong Kong 0.711 0.934 0.710 0.939

Singapore 0.073 0.080 0.280 0.308

Thailand 0.113 0.141 0.125 0.157

Year of Investment Dummies

Actual Outcomes 0 1 0 1 0 1 0 1 0 1

0 69 62 34 97 65 66 100 48 51 97 94 54

1 37 168 19 186 34 171 60 128 36 152 53 135

NA

NA

NA

NA

NA

NA

NANA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

Yes Yes

NA

NA

NA

NA

Predicted Outcomes

NA

NA

NA

NA

NA

NA

NA

NA

NA

High Tech Early / Expansion High Tech

Table 5.  When Do High Tech Firms Receive Financing from Emerging Market Venture Capitalists?

Dependent Variables

Independent Variables High Tech Early / Expansion High Tech

This table presents logit estimates of observing high-tech firms being financed (at all stages of development, and at the start-up and expansion stages only) by emerging market venture capitalists.  *, **, *** 
Significant at the 10%, 5% and 1% levels, respectively.  NA Not Applicable: variable excluded to avoid collinearity.  Other country dummies not included to avoid collinearity.

High Tech Early / Expansion High Tech

NA

Yes Yes

NA

NA

NA

NA

NA

Yes Yes

NA

NA

NA

NA NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA
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Coefficient t-Statistic Coefficient t-Statistic Coefficient t-Statistic Coefficient t-Statistic Coefficient t-Statistic Coefficient t-Statistic

Contemporaneous Syndication -0.023 -0.078 -0.152 -0.535 -0.031 -0.105 -0.189 -0.574 -0.275 -0.882 -0.208 -0.626

Follow-on Syndication -0.197 -0.580 -0.212 -0.631 -0.112 -0.325 -0.119 -0.340 -0.147 -0.428 -0.012 -0.033

Co-Investment: Same VC Firm, Different VC Funds 0.018 0.053 0.248 0.834 0.141 0.422 0.189 0.509 0.348 1.069 0.291 0.782

Early or Expansion Stage of Development 0.086 0.282 0.125 0.420 0.187 0.614

Buyout Investment -0.047 -0.117 -0.127 -0.319 -0.168 -0.414

Market / Book at Time of Exit 0.003 1.857* 0.003 1.717* 0.003 2.236** 0.005 0.731 0.004 0.591 0.005 0.807

Book Value 0.014 0.879 0.019 1.217 0.011 0.625 0.031 1.522 0.041 2.125** 0.021 0.985

Legality -0.012 -0.582 -0.019 -0.886

Civil Law Country -0.096 -0.247 -0.042 -0.108

Judicial Efficiency 0.088 0.593 0.089 0.587

Rule of Law -0.125 -0.671 -0.105 -0.553

Corruption -0.238 -0.751 -0.167 -0.527

Expropriation -0.111 -0.461 -0.111 -0.457

Repudiation 0.544 1.458 0.369 0.970

Shareholder Rights 0.082 0.521 0.022 0.139

Emerging Market Investments in US Entrepreneurs 0.004 0.011 -0.077 -0.222

Taiwan 0.849 2.458** 0.759 2.148**

Australia 0.244 0.783 0.262 0.819

New Zealand 0.863 2.142** 0.880 2.155**

Phillippines -1.145 -1.079 -0.922 -0.864

China -0.209 -0.528 -0.225 -0.565

Hong Kong 0.403 0.984 0.340 0.819

Indonesia 0.274 0.668 0.355 0.859

Malaysia 1.475 1.386 1.741 1.622

Singapore 1.175 2.427** 1.169 2.371**

South Korea 1.547 2.160** 1.475 1.969**

Year of Exit Dummies

Industry Dummies

NA

NANA

NA

NA

NA

NA

NA

NA NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

Yes Yes Yes Yes

NA NA

NA

NA

Yes

NA

NA

NA

NA

NA

NA

Yes Yes

NA

NA

NA

NA

Yes

NA

NA

NA

NA

NA

NA

All Investments Early / Expansion Investments

Table 6.  What are the Determinants of Investment Duration Among Emerging Market Venture Capitalists?

Dependent Variables
Independent Variables All Investments Early / Expansion Investments

This table presents proportional hazard model estimates of the duration of emerging market venture capital investments.  *, **, *** Significant at the 10%, 5% and 1% levels, respectively.  NA Not Applicable: 
variable excluded to avoid collinearity.  Other country dummies not included to avoid collinearity.  There is no constant because proportional hazard models cannot be estimated with a constant (Cox, 1975).  
Industry dummies for electronics, communications/Internet, biotechnology, other high-tech, and financial industries.

All Investments Early / Expansion Investments

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

Yes

Yes

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

Yes

Yes
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Coefficient t-Statistic Coefficient t-Statistic Coefficient t-Statistic Coefficient t-Statistic Coefficient t-Statistic Coefficient t-Statistic Coefficient t-Statistic

Constant -5.357 -2.526** -5.386 -2.526** 4.653 2.942*** -8.871 -2.161** -8.387 -1.165 3.661 1.458 29.608 2.136**

Contemporaneous Syndication 1.374 1.980* 1.455 2.160** -1.557 -2.505** -1.227 -1.446 0.085 0.118 -2.239 -1.428 24.442 0.158

Follow-on Syndication -0.188 -0.214 -0.107 -0.124 0.479 0.583 2.831 1.642 -19.082 -0.107

Co-Investment: Same VC Firm, Different VC Funds -1.902 -2.585*** -2.052 -2.857*** 2.089 3.241*** -0.518 -0.433 1.478 0.947 -24.230 -0.156

Early or Expansion Stage of Development -1.345 -1.642 -1.221 -1.503 0.019 0.031 -0.212 -0.296 -0.529 -0.446 -0.449 -0.509 -7.595 -0.610

Buyout Investment -0.129 -0.115 -0.321 -0.295 0.153 0.178 0.208 0.217 0.528 0.367 0.981 0.814

Market / Book at Time of Exit -0.005 -1.378 -0.004 -1.237 0.007 0.998 0.017 1.556 -0.013 -0.187 -0.043 -0.709 -60.204 -2.738***

Book Value 0.045 0.935 0.059 1.284 0.007 0.206 0.081 1.733* -0.008 -0.095 -0.323 -2.517** -0.228 -1.435

Investment Duration -0.008 -1.284 -0.008 -1.308 -0.003 -0.627 0.007 1.064 0.001 0.102 -0.013 -1.248 -0.042 -1.323

Legality 0.124 1.333 0.157 1.698* -0.166 -2.357** 0.330 1.688* 0.250 0.714 -0.213 -1.885* -0.282 -0.816

Electronics 1.680 3.382*** 1.064 2.593*** -1.121 -3.139*** -0.124 -0.230 -1.698 -2.353** -0.631 -0.374

Communications / Internet 2.001 2.428** 1.411 1.824* -1.311 -1.985** 0.580 0.590 -1.079 -0.859

Biotechnology 1.983 2.301** -1.255 -1.578 -0.340 -0.351

Other High-Tech 0.983 1.906* -0.978 -2.595*** 0.185 0.358 2.420 1.119

Financial Industries 2.517 1.779* -1.079 -0.823 1.347 0.836

Exit in 2001 -0.444 -0.437 -0.737 -0.736 -0.119 -0.262 1.248 2.075** 1.560 1.976** 0.938 1.166 -9.610 -0.767

Exit in 2000 3.597 4.935*** 3.393 4.824*** -1.337 -2.950*** 0.365 0.585 0.715 0.894 -13.329 -1.027

Exit in 1999 2.311 3.076*** 2.288 3.119*** 0.121 0.246 1.143 1.647* 1.732 1.980** -4.714 -0.392

Exit in 1998 2.226 2.624*** 2.035 2.466** 0.157 0.268 -0.710 -0.619 2.473 2.839*** 1.425 1.523 6.015 0.000

Exit in 1997 1.791 1.885* 1.602 1.720* 1.001 1.348

Exit in 1996 0.896 0.857 0.764 0.752 1.216 1.654* 22.797 0.151

Exit in 1995 1.074 0.862 0.907 0.737 0.979 1.149 -9.308 -0.450

Exit in 1994 0.367 0.294 0.191 0.155 2.272 2.069**

Exit in 1993 1.335 1.274 1.134 1.096 0.142 0.211 -13.928 -1.053

Actual Outcomes 0 1 0 1 0 1 0 1 0 1 0 1 0 1

0 258 14 259 13 53 61 145 4 177 0 167 1 283 3

1 31 33 34 30 24 198 32 9 13 0 19 3 2 48

NA

NA

NA

Private Write-offs

Table 7a.  What are the Determinants of Exit Choice Among Emerging Market Venture Capitalists?

Dependent Variables
Independent Variables IPO (Model 1) Buybacks

This table presents logit estimates of the exit choice among emerging market venture capital investments.  *, **, *** Significant at the 10%, 5% and 1% levels, respectively.  Country dummies and other 
legal variables are not included in Table 6a to avoid collinearity, but are considered in the Table 6b regressions.  "Private" exit refers to acquisitions, secondary sales or buybacks (the exact exit vehicle 
among these 'private' exits is unknown).  Regressions for the Acquisittions, Secondary Sales and Buybacks columns are run excluding the observations where the particular private exit is unknown.

AcquisitionsIPO (Model 2)

NA

NA

NA

Predicted Outcomes

NANA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

Secondary Sales

NA

NA

NA

NA

NA

NA



 37
 

Coefficient t-Statistic Coefficient t-Statistic Coefficient t-Statistic Coefficient t-Statistic Coefficient t-Statistic Coefficient t-Statistic

Constant -4.690 -2.884*** 2.072 2.022** -4.112 -2.766*** -1.555 -1.777* -2.383 -1.383 6.581 1.608

Contemporaneous Syndication 1.115 1.617 -1.462 -2.272** -1.336 -1.533 0.783 1.209 -1.245 -1.127 1.456 0.877

Follow-on Syndication -0.210 -0.230 0.391 0.454

Co-Investment: Same VC Firm, Different VC Funds -1.349 -1.780* 2.015 2.914*** -0.234 -0.186 1.246 0.969

Early or Expansion Stage of Development -1.123 -1.341 0.019 0.030 -0.403 -0.543 -1.469 -2.191** -0.358 -0.387 -3.593 -1.004

Buyout Investment -0.316 -0.281 0.455 0.515 0.170 0.174 0.932 0.731

Market / Book at Time of Exit -0.005 -1.279 0.007 1.004 0.016 1.432 -0.023 -0.305 -0.067 -0.886 -25.909 -3.175***

Book Value 0.034 0.647 0.006 0.171 0.064 1.302 -0.034 -0.456 -0.292 -2.361** 0.094 0.698

Investment Duration -0.006 -0.895 -0.003 -0.586 0.007 1.109 -0.003 -0.277 -0.004 -0.404 0.022 1.121

Emerging Market VC Investments in US Companies 0.432 0.325 -0.764 -1.083 0.752 0.479 -1.470 -0.556

Taiwan 1.948 1.662* -0.067 -0.097 0.532 0.384 -0.512 -0.462 0.087 0.063 -2.628 -1.107

Australia 2.290 2.054** -1.252 -1.963** 2.283 2.020** 0.780 0.888 0.892 0.525

New Zealand 2.722 2.072** -0.551 -0.608 3.970 3.153*** 1.525 1.641

China -0.315 -0.318 -1.925 -0.832

Hong Kong 0.472 0.305 -0.143 -0.154 -3.357 -1.293

Singapore -1.602 -1.623

Electronics 1.611 2.804*** -1.279 -3.220*** 0.412 0.699 -1.368 -1.746* 1.477 0.887

Communications / Internet 2.316 2.421** -1.635 -2.381*** 1.419 1.074 -0.097 -0.067

Biotechnology 1.615 1.900* -1.201 -1.497 -0.609 -0.586

Other High-Tech 0.882 1.664 -0.997 -2.534** 0.155 0.290 1.008 0.646

Financial Industries 2.129 1.497 -0.927 -0.696 1.366 0.853

Exit in 2001 -0.870 -0.794 0.208 0.399 0.988 1.492 1.557 1.406 -2.768 -1.517

Exit in 2000 3.118 3.972*** -1.131 -2.260** 0.175 0.261 1.595 1.434 -4.551 -2.082**

Exit in 1999 1.907 2.410** 0.272 0.520 0.905 1.203 2.355 2.099** -3.659 -1.547

Exit in 1998 1.958 2.177** 0.374 0.615 -1.135 -0.946 1.758 1.559

Exit in 1997 1.541 1.579 1.077 1.448 2.950 2.001**

Exit in 1996 0.531 0.494 1.189 1.589

Exit in 1995 1.031 0.783 1.357 1.546

Exit in 1994 0.683 0.510 2.476 2.226**

Exit in 1993 1.612 1.405 0.224 0.320

Actual Outcomes 0 1 0 1 0 1 0 1 0 1 0 1

0 258 14 66 48 143 6 177 0 165 3 281 5

1 30 34 31 191 27 14 13 0 20 2 2 48

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

Predicted Outcomes

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

Table 7b.  What are the Determinants of Exit Choice Among Emerging Market Venture Capitalists?

Dependent Variables
Independent Variables IPO Buybacks

This table presents logit estimates of the exit choice among emerging market venture capital investments.  *, **, *** Significant at the 10%, 5% and 1% levels, respectively.  Legal variables are not included in Table 6b to avoid 
collinearity, but are considered in the Table 6a regressions.  "Private" exit refers to acquisitions, secondary sales or buybacks (the exact exit vehicle among these 'private' exits is unknown).  Regressions for the Acquisittions, 
Secondary Sales and Buybacks columns are run excluding the observations where the particular private exit is unknown.

Acquisitions Secondary Sales

NA

NA

Private Write-offs

NA

NA

NA

NA

NA

NA
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Coefficient t-Statistic Coefficient t-Statistic Coefficient t-Statistic Coefficient t-Statistic

Constant 3.594 2.737*** -0.840 -2.102** 2.437 2.769*** -0.429 -1.011

IPOs -0.048 -0.150 0.416 2.534** 0.448 0.956 0.442 2.614***

Private Exits 0.605 2.322** 0.424 3.328*** 1.052 2.441** 0.269 2.298**

Contemporaneous Syndication -0.655 -1.569 -0.603 -2.556** -0.204 -0.384 -0.566 -2.631***

Follow-on Syndication 0.282 0.522 -0.113 -0.567 0.496 0.655 -0.155 -0.840

Co-Investment: Same VC Firm, Different VC Funds 1.208 2.770*** 0.524 2.016** -0.042 -0.074 0.444 2.038**

Early or Expansion Stage of Development 1.153 2.518** 0.921 2.473** 0.814 1.598 0.445 1.378

Buyout Investment 0.028 0.049 1.351 3.766*** 0.978 1.485 1.067 2.732***

Book Value -0.034 -1.557 -0.025 -2.535** -0.097 -2.926*** -0.017 -1.720*

Investment Duration -0.003 -1.156 -0.004 -2.858*** -0.007 -1.659* -0.003 -1.943*

Legality -0.181 -3.136*** -0.011 -0.704

Emerging Market VC Investments in US Companies -0.089 -0.354

Taiwan -2.562 -4.744*** 0.148 0.565

Australia -4.138 -7.119*** 0.345 1.030

Hong Kong -0.059 -0.211

Indonesia -0.166 -0.607

Thailand 0.004 0.016

Singapore 0.071 0.236

Log(1+IRR)

Table 8.  What are the Determinants of Extent of Exit and IRRs Among Emerging Market Venture Capitalists?

Independent Variables

This table presents logit estimates of the extent of exit among emerging market venture capital investments.  The extent regression dependent 
variable is equal to 0 for a full exit, and 1 for a partial exit.  "Private" exit refers to acquisitions, secondary sales or buybacks (the exact exit vehicle 
among these 'private' exits is unknown).  Regressions for IRRs use Heckman corrections for the selection effects associated with full and partial 
exits.  *, **, *** Significant at the 10%, 5% and 1% levels, respectively.  NA Not Applicable: variable excluded due to collinearity.

Extent

Model 2

NA

NA

NA

NA NA

NA NA

NA

NA

Table 8 continues on the following page…

Model 1

Extent Log(1+IRR)

NA NA

NA NA

NA NA

NA NA

NA NA

NA NA
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Coefficient t-Statistic Coefficient t-Statistic Coefficient t-Statistic Coefficient t-Statistic

New Zealand 0.124 0.462

China 0.037 0.133

South Korea -0.148 -0.373

Electronics 0.007 0.032 0.385 4.534*** -0.165 -0.529 0.370 4.071***

Communications / Internet -0.104 -0.251 0.106 0.687 -1.470 -2.434** 0.123 0.809

Biotechnology 0.492 1.104 -0.081 -0.371 0.835 1.507 -0.211 -0.990

Other High-Tech -0.081 -0.339 0.126 1.278 0.331 0.981 0.120 1.225

Financial Industries -1.388 -1.481 0.114 0.242 -0.442 -0.458 0.287 0.663

Exit in 2001 -1.266 -3.758*** -0.065 -0.362 -0.331 -0.737 0.086 0.627

Exit in 2000 -1.099 -3.175*** 0.134 0.787 0.198 0.455 0.276 1.971**

Exit in 1999 -1.086 -2.914*** -0.129 -0.774 -0.134 -0.296 0.024 0.186

Exit in 1998 -1.005 -2.478** -0.296 -1.743* 0.050 0.094 -0.169 -1.187

Exit in 1997 0.039 0.066 0.140 0.969 1.231 1.673* 0.129 0.930

Exit in 1996 -0.541 -1.204 0.125 0.850 0.004 0.006 0.176 1.323

Exit in 1995 -1.287 -2.677*** -0.166 -0.729 0.060 0.094 0.092 0.513

Exit in 1994 -0.733 -1.516 -0.184 -0.989 -0.279 -0.396 0.004 0.021

Exit in 1993 -0.975 -2.043** 0.083 0.460 -1.475 -1.794* 0.264 1.585

Lambda 0.428 1.488 -0.293 -1.342

Actual Outcomes 0 1 0 1

0 64 53 104 13

1 34 185 23 196

Adjusted R2  =

NA

NA

0.23638

Predicted Outcomes

NA

Adjusted R2 =

0.25514

NA

Table 8 (Continued).

Independent Variables
Model 2Model 2

Extent Log(1+IRR) Extent Log(IRR)

NA

NA NA

NA

NA

NA

Predicted Outcomes

NA


