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The Function of Social Capital in Venturing Finance: A Theoretical Model

Qin Zhihua', Xu Bin* and Zhang Minghui®
(1.Business School, Renmin University of China, Beijing 100872;
2.Economics and Management School, Wuhan University, Wuhan 430072;
3.School of Agricultural Economics and Rural Development, Renmin University of China, Beijing 100872)

Abstract: The venture financing from scratch depends on the social network. Social networks can not only help investors to identify

entrepreneurial ability, but also help entrepreneurs to supplement material wealth with their own social capital, promote investors to

increase entrepreneurial investments for the more social capital, and decrease the investors’ economic requirement—return on investment.

Therefore, social capital financing is an important means, or even a necessary one, to promote the start—up from scratch. However, with

the growth of material wealth, entrepreneurs will decrease social capital financing, gradually shifting to capital market financing as the

primary means. This paper constructs a theoretical model of social capital financing, in which the entrepreneurial ability, material

wealth and social capital are the basic variables; and based on this model, the reality of social capital financing is logically explained.

Key words: start—up from scratch, entrepreneurial resource acquisition, venture financing, social capital
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