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ABSTRACT 

Financial institution relationship is widely believed to be essential in mitigating financial constraints for startups to 

improve performance. Firstly, this paper examines whether and how the relationship between entrepreneurs and 

financial institutions affects startups' performance.Further,we examines the moderating role of educational background 

and entrepreneurial experience in this process. 
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1. INTRODUCTION

Because of the high complexity and uncertainty of the 

entrepreneurial environment, the rate of success of 

startups is low [1]. There are many antecedent variables 

of startups’ performance, such as personality traits, 

external environment, resourceand social network. This 

paper mainly studies financial institutions (i.e., banks, 

venture capital institutions and underwriters)which is 

important sources of capital and information for startups 

whether and how to influence startups’ different stage 

performance. In particular, we focus on the moderating 

role of educational background and entrepreneurial 

experience in this process.  

2.THEORY AND HYPOTHESES

This paper uses First-round Financing amount, 

Financing Rounds, and Initial Public Offering (IPO) or 

Mergers and Acquisitions (M&A) to respectively 

represent inception performance, growth performance, 

and maturity performance. 

2.1 Bank Relationship And Startups’ 

Performanc 

Bank relationship has become an important solution 

for startups to obtain resources. Bing concluded that the 

relationship between banks and enterprises can 

effectively reduce financing costs and enable enterprises 

to obtain higher credit loan funds, which is of great 

practical significance to mitigate financing constraints 

[2]. Besides, Some research focused on the relationship 

between the reputation of banks and IPO and found that 

the startups initiated by famous banks are more likely to 

help them successfully IPO [3]. Thus, we propose the 

following hypothesis:  

H1a.Bank relationship may positively affect inception 

performance, growth performance, and maturity 

performance of startups. 

2.2Venture Capital Institution Relationship And 

Startups’ Performance   

Venture capital institutions can bring different value-

added services for startups. Firstly, there are venture 

capitalists with a variety of experience and skills in the 

investment business,it is directly proportional to the 

amount of capital [4].Addition to,  Reputable venture 

capital institutions will spend more time monitoring the 

companies they invest in, to help startups build social 

relationships and attract potential investors [5]. 

Moreover, venture capital institutions play a value-added 

role in the success of IPO. Lei found that venture capital 

institutions with higher qualification are helpful to the 

successful IPO of startups with better potential [6]. Thus, 

we propose the following hypothesis:  

H1b.Venture capital institution relationship may 

positively affect inception performance, growth 

performance, and maturity performance of startups. 
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2.3Underwriter Relationship And Startups’ 

Performance 

The underwriter can help to mitigate the information 

asymmetry between investors and startups. The buffering 

effect of the underwriter on information asymmetry can 

make banks obtain more information, reduce financing 

costs and obtain over and obtain over raised funds [7]. 

Underwriter has a close relationship with the China 

Securities Regulatory Commission. The relationship with 

underwriter is conducive to obtain the information 

generated for startups.  Rumokoy found that companies 

seeking IPO in China must obtain the approval of the 

CSRC, which can be helped by the Underwriters' social 

network [8]. Thus, we propose the following hypothesis:  

H1c.Underwriter relationship may positively affect 

inception performance, growth performance, and 

maturity performance of startups. 

2.4The Moderating Role Of Educational 

Background  

Educational background reflects entrepreneurs’ 

ability of learning [9], and the uncertainty of 

entrepreneurship requires entrepreneurs to have the 

ability to learning [10]. Viewed as a critical influencing 

factor of financing, higher-level education is 

significantly associated with better performance [11]. 

With a high level of knowledge, entrepreneurs would be 

supported by investors more likely, to meet the needs of 

capital for the survival and growth of startups.  

Moreover, Imandoust finds that human capital 

(including education background) and social relationship 

supplement each other [12], and studies have shown that 

entrepreneurs can extract benefits from their social 

relationships and networks in influencing startups 

performance [13]. Thus, we propose the following 

hypothesis:  

H2a.Educational background positively moderates 

the relationship between bank relationship and startups’ 

performance(i.e., inception performance, growth 

performance, and maturity performance). 

H2b.Educational background positively moderates 

the relationship between venture capital relationship and 

startups’ performance. 

H2c.Educational background positively moderates 

the relationship between underwriter relationship and 

startups’ performance. 

2.5 The Moderating Role Of Entrepreneurial 

Experience 

Entrepreneurial experience is specific to running 

startups. On the one hand, entrepreneurial experience 

may help entrepreneurs to accumulate skills and identify 

entrepreneurial opportunity [14]. On the other hand, 

entrepreneurs with entrepreneurial experience have more 

advantages to build the relationship with financial 

institutions in the acquisition of external resource and 

funds, and to enhance startups’ performance [15]. 

Grichnick found that, Previous experience will expand 

entrepreneurs' social relations and improve the 

development efficiency of network relations,  thus he 

suggested that startups can obtain more diversified 

resource by entrepreneurial experience [16]. Moreover, 

entrepreneurs with entrepreneurial experience are better to 

transform the social relations into resource acquisition 

channels, and external channels build a comprehensive 

social network for entrepreneurs, which can bring a variety 

of social capital for entrepreneurial activities, and finally 

improve startups’ performance. Thus, we propose the 

following hypothesis:  

H3a.Entrepreneurial experience positively moderates 

the relationship between bank relationship and startups’ 

performance. 

H3b.Entrepreneurial experience positively moderates 

the relationship between venture capital relationship and 

startups’ performance. 

H3c.Entrepreneurial experience positively moderates 

the relationship between underwriter relationship and 

startups’ performance. 

3.RESEARCH METHOD 

3.1 Sample And Data Collection  

To answer the research questions, the data collection 

was conducted from the CV source database of China 

investment group and Private equity database. The sample 

consisted of 228 Chinese startups from high-tech 

industries and traditional industries. Excluding those 

with missing or incomplete information, we obtained 209 

complete, valid responses, including 169 high-tech 

startups and 40 traditional startups. The valid return rate 

was 16.3%. 

3.2 Measures 

Dependent variables: we used the First round 

financing amount to measure the inception performance. 

The growth performance is measured by the number of 

Financing rounds obtained. The investment rounds are 

divided into A, B, C, D, and E, we coded A as ‘1’, B as 

‘2’, C as ‘3’, D as ‘4’, and E as ‘5’. To measure maturity 

performance, we used Successful IPO or M&A(coded as 

‘1’) or not(coded as ‘0’). 

The independent variables were bank 

relationship(BR), venture capital relationship(VCR), and 

underwriter relationship(UR). To measure independent 

variables,we used having bank relationships(coded as ‘1’) 
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or not(coded as ‘0’). Having venture capital 

relationships(coded as ‘1’) or not(coded as ‘0’).Having 

underwriter relationships(coded as ‘1’) or not(coded as 

‘0’). 

The moderating variables were educational 

background(Edu) and entrepreneurial experience(Exp). 

The educational background can be divided into five 

levels, and respectively code‘1~5’. We used ‘1’ to 

represent having entrepreneurial experience, ‘0’ to 

represent no entrepreneurial experience. 

To account for the effects of extraneous variables, we 

controlled for industrial type, region, and firm size, as 

prior research has argued that these factors have 

explanatory roles in startups’ performance. 

4. RESULTS 

To test the research hypotheses, SPSS was 

utilized.Descriptive correlative analysis shows that, bank 

relationship, venture capital relationship had 

significantly positive correlations with First VC (p 

<0.1)and VC Round(p <0.05). Underwriter relationship 

had significantly positive correlations with First VC (p 

<0.1), VC Round(p <0.05) and IPO or M&A(P<0.05). 

These findings suggest that our hypotheses are 

reasonable. 

Table1 shows that(1)entrepreneur’s financial 

institution relationships have significantly positive 

impacts on startups’ performance. Specifically,The 

underwriter relationship was positively related to 

inception performance(P<0.05), growth 

performance(P<0.01), and maturity 

performance(P<0.05) of startups. Supporting 

Hypothesis1c. The bank relationship and venture capital 

institution relationship were positively related to 

inception performance(P<0.05) and growth 

performance(P<0.01; P<0.01) of startups; (2)educational 

background plays a moderating role between 

entrepreneur’s financial institution relationship and  

startups’ performance.The interaction of underwriter 

relationship and educational background was positively 

related to inception performance(P<0.05), growth 

performance(P<0.05), and maturity 

performance(P<0.05), Hypothesis 2c was supported. The 

interaction of bank relationship and educational 

background was positively related to inception 

performance(P<0.05), growth performance (P<0.01), the 

interaction of venture capital institution relationship and 

educational background was positively related to 

inception performance(P<0.05), growth 

performance(P<0.01),  Hypothesis 2a and Hypothesis 

2b were only partially supported; (3) entrepreneurial 

experience has significantly moderating impact on the 

relationship between financial institution and startups’ 

performance.The interaction of the underwriter 

relationship and the entrepreneurial experience was 

positively related to inception performance((β=.044, 

P<0.1), growth performance((β=.202, P<.01), and 

maturity performance (β=.051, P<0.1). Hypothesis 3c 

was supported. The interaction of bank relationship and 

the entrepreneurial experience was positively related to 

inception performance(β=.052, P<0.1), growth 

performance (β=.103，P<.01), the interaction of venture 

capital institution relationship and the entrepreneurial 

experience was positively related to inception 

performance(β=.041, P<0.1), growth 

performance(β=.135, P<.01), Hypothesis 3a and 

Hypothesis 3b were only partially supported.  

Table1 Regression results 

Variables 
Inception performance Growth performance Maturity performnace 

Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 Model 7 Model 8 Model 9 

Industrial type 0.036 0.035 0.036 0.060** 0.051** 0.028 -0.102 -0.105** 0.101* 

Region 0.061** 0.065** 0.064** 0.043 0.060** 0.046** -0.124** -0.130** 0.129** 

Firm size 0.049* 0.050* 0.051** 0.245*** 0.228*** 0.169*** 0.264* 0.250* 0.259* 

BR  0.064** 0.189**  0.063*** 0.205***  0.001 0.220*** 

VCR  0.065** -0.039  0.447*** 0.327***  -0.024 0.056 

UR  0.052** -0.048  0.419*** 0.218**  0.063** 0.028 

Edu   0.054**   0.240**   0.172* 

Exp   0.103*   0.153**   0.060** 

Edu*BR   0.148**   0.702***   0.252 

Edu*VCR   0.106**   0.798***   0.09 

Edu*UR   0.023**   0.077***   0.114** 

Exp*BR   0.052*   0.103***   0.015 

Exp*VCR   0.041*   0.135***   0.027 

Exp*UR   0.044*   0.202***   0.051* 

R2 0.015 0.013 0.019 0.197 0.280 0.470 0.109 0.100 0.109 

Adjusted R2 0.011 0.010 0.014 0.194 0.277 0.467 0.106 0.097 0.104 
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F 4.258** 3.803** 3.665*** 69.676*** 110.079*** 167.395*** 34.787*** 31.610*** 23.035*** 

Standardized coefficients are reported;* p < .10, **p < .05; **p < .01. 

5. CONCLUSIONS 

This paper aimed to propose and empirically 

investigate whether and how the entrepreneur-financial 

institution relationship influences different stages 

performance of shartups.Results show that the 

relationship between entrepreneur and different financial 

institutions have different effects on startups’ 

performance, educational background and 

entrepreneurial experience play the moderating roles in 

this process. Specifically, underwriter relationship 

significantly and positively affects startups’ three stages 

performance(i.e.inception performance,growth 

performance and maturity performance), while bank 

relationship and venture capital institution relationship 

positively affect inception performance, growth 

performance of startups.All effects are moderated 

positively by educational background and 

entrepreneurial experience.In other words, the 

performance of startups depends not only on the 

entrepreneur's financial institution relationship, but also 

on entrepreneur's educational background and 

entrepreneurial experience. 
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