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ABSTRACT

We use reputation model to depict the grandstanding behavior of Taiwan’s venture capitalist under the
pressure of funding and reputational concerns. Model was under the building block to assume that the size of
next funding of venture capitalist was proportional to the reputation presented in the current period. For those
venture capitalists with blurred reputation are prone to bring premature start-up companies to | PO to pursue the
short performance, while the grandstanding behavior would enhance the probability of underpricing the newly
issued stocks since the asymmetry in information between investors and start-up companies. The venture
capitalists will trade off the benefit and cost in reputation sought behavior. We collect the data of long-term
investment of those public venture capital companies from 1992-1996 for empirical test. The age of venture
capital company as well as the age of manager were served as the proxy variables for reputation. We observe
the reputation effect on four proxy variables for investment and funding behaviors. They are the time from first
investment to 1PO, the age of start-up company, selling the shares of 1PO company, and the time from PO to
next funding. The empirical result shows that the age of venture capital company is positively related to the
time from first investment to 1PO and the age of start-up company; while the age of manager of venture capital
company is positively related to the time from IPO to next funding. The result verifies the reputation
hypothesis.

Keywords: venture capital, reputation model.
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