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Abstract: As China's economy has gradually entered the new normal development zone, economic growth
has shifted from being driven by resources and investment into driven by innovation. From the development
of Chinain recent years, whether in the field of manufacturing, production or economic development, innova-
tion results are constantly emerging, and our economic innovation vitality is more and more obvious. The In-
ternet, being as China's most active areas of industry, its venture capital and starting business mutually sup-
port each other and make common progress, which makes China's Internet industry has made significant im-
provement and obtained great development. Chinas Internet international influence has been greatly im-
proved, and the world innovation center is moving to China. In order to make the enterprises of our country
move towards the world better, our country isin urgent need of a self management innovation for the venture

capital industry.
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1. The Direction and Mode of Innovation
Driven With Chinese Characteristics

1.1. Innovation Direction

In order to achieve long-term development, innovation is
the key to the enterprise. If the enterprise closely keep
along with the national innovation technology develop-
ment, although it can reduce the risk of failure to a cer-
tain extent, it will also receive the corresponding limit in
terms of income. According to the national conditions of
our country, enterprises can generaly make innovation
from the following two aspects:

On the one hand, it should based on humanism. Scientific
outlook on development needs to be people-oriented.
And people-oriented in the direction of innovation is dif-
ferent from that in scientific outlook on development.
The former not only makes service and production meet
the needs of most people through innovation, setting up
the image of an outstanding enterprise, but also matches
the strategy of the country's priority development. Make
innovation during the process of development and
achieve the goal through innovation, promoting the rise
of the RMB fund and stimulating Chinas economic
growth.

On the other hand, it is based on information. From the
reports of the Sixteenth National Congress the, the effect
of information on innovation can be seen. The Eighteen
National Congress also put forward that information
should be promoted to lead the development of innova-
tion, which show the importance of information technol-
ogy to the development of the society. On the technical
level, China should push forward the innovation of in-
formation technology, and change opportunities through

information technology. Face the chalenges and change
the development status, so as to get broader development
space for Chinese enterprises. In addition, in the process
of innovation, enterprises can share market information
and market environment more conveniently by innovat-
ing technology, saving innovation resources and shorten-
ing innovation term. The innovation under the develop-
ment of information is the prerequisite for opening up
and innovation, which is of great significance to the pro-
motion of cooperation and development of outstanding
enterprises at home aboard.

1.2. Innovation M ode

Innovation mode is mainly divided into innovation-factor
driven mode and market-demand driven mode.

From the point of view of innovative elements, it mainly
depends on the national innovation system. Under the
leading of the government as well as the social participa
tion, a network system that promotes technological inno-
vation, is ultimately formed among various departments
of enterprises through mutual cooperation, and the for-
mation of the system innovation is the the first phase of
innovation-factor driven mode. In the second phase,
through establishing a nation led innovation drive on the
strategic level, transform the efficiency development of
enterprise from low efficiency to high efficiency, and
finally form innovative results. As shown in Figurel.
From the point of view of market demand, as the rear
section of innovation driven path, it has entered the stage
of economic and social development through some tech-
nical means. At the same time, it will combine its own
resources and technical advantages with the market to
capture business opportunities. At this stage, although it
relies less on infrastructure, such as scientific research
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and education, it relies more on the scale and market de-
velopment of some emerging enterprises.
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At this stage, some enterprises will also be the leader of
industry innovation through the “jumping frog” form.
Market demand drives enterprises and the government to
cooperate with each other. With the enterprise being as
the main body of innovation, government provides a bet-
ter market environment to drive the development of en-
terprises. For every enterprise, in the process of innova-
tion, it is important to cultivate its own ability and be
able to make timely adjustment to the change of the mar-
ket. Driven by market demand, enterprises are required to
establish product innovation and management innovation
that is compatible with the market, so that scientific and
technological achievements can be transformed to market
demand as soon as possible.

2. Research on The Rise of RMB Fund Dri-
ven by Innovation

2.1. Challenges Brought By Market Environment
Driven Innovation In China

The development of VC/PE in Chinais relatively smooth,
and it has already passed for nearly twenty years. Since
2016, the market situation of VC/PE has changed signifi-
cantly. The impact of this change is quite large, and
many enterprises has been efffected. For example, before
2016, entrepreneurs made financing very smoothly, but
after 2016, financing become more difficult. Entrepre-
neurs will have difficulty in financing, especially for

some unicorn businesses. In addition, some investment
ingtitutions have become relatively calmer, and are slow-
er in the amount and speed of the fund raising, not as
active as before. In this process, the innovation of inter-
net enterprises and funds has brought a glimmer of light
on the current market, which has played an important
role in it. Although Legend Capital has experienced the
Internet bubble in 2000 and the financial crisis in 2008,
and successfully went through 2016, but in the face of the
current market situation, Legend Ceapital still feels the
great challenges brought by the current environment.

2.1.1. Unbalanced development lead by economic
transformation

In recent years, due to the continuous transformation and
upgrading of Chinas economy, some structural adjust-
ment to some industries has caused uneven and unba
lanced development for some industries. As early as a
decade ago, the investment institutions benefited from
the economic growth dividend of our country, making it
gain a good profit in whatever industry it invested in
China. Aslong as its selected project being growing up,
it is not difficult to get the return on the basis of the val-
ue-added profit brought by these growing projects. But at
present, investment institutions can not choose industries
at will. Some industries are facing growth pressure. No
matter how good the project is, it is difficult to find suit-
able investors. So investment institutions need to choose
the industry carefully when they invest.

2.1.2. High threshold for entrepreneurial enterprise
to succeed

Ten years ago, the development of BAT has not maturely
developed. Its competitors in the market mostly came
from traditional industries or some multinational compa-
nies, and its competitive pressure was relatively small.
But BAT has become quite mature today, the domestic
innovation enterprise is facing the aready succeeded
BAT. From the scale of these big companies, they have a
strong ability of innovation, alot of capital reserve space,
as well as great economic growth ability and manage-
ment ability which can not ignored. It makes it more dif-
ficult for entrepreneurial enterprises to succeed, because
its required capital is geometrically growing.

2.1.3. Innovation and profit mode becoming the main
development model of enterprises

Growing enterprises should not only focus on present,
and ignore the long-term devel opment goals for the small
problems. At present, the biggest problem that the entre-
preneurial enterprise facesis how to find good innovation
and profit model. Taking the past cases as an example,
two representative enterprises that some investment in-
stitutions invested, one is iIFLYTEK and the other is
CAR; with the help of the development of information

61



HK.NCCP

International Journal of Intelligent Information and Management Science

ISSN: 2307-0692, VVolume 6, Issue 6, December, 2017

technology, iIFLYTEK has become a leader in Chinas
intelligent voice and artificial intelligence. CAR has be-
come a leading enterprise in the car renta industry
through transforming the traditional industry by internet.
It has also established a new company UCAR, which has
become a special car company that firstly visit the capital
market through traveling by internet. It is not difficult to
see that with the help of the internet and technology, it
can promote the development of itself, and optimize the
business model through its continuous improvement of
the core technology.

2.1.4. Industry confusion led by disordered develop-
ment

In the past two years, the VC/PE industry has aso
changed a lot because of its the unordered development.
At the same time, it is adso the root cause of the industry
change. During this period, the rising tide of VC/PE and
the homogenized competition among investment institu-
tions have aso led to a dismal development of the indus-
try. In recent years, some mature V C investors have cho-
sen done business by themselves, leading to frequent
changes of personnel in the old ingtitutions. Great
changes also occurred in the organizational structure. At
the same time, the homogenized competition has further
accelerated the rising valuation of subjects in the first
level market, which has brought a shock to the VC/PE
industry.

2.2. “Both Ends In The Outside” Turning Into “Both
EndslInside”

2.2.1. Analyzing the rising of RMB fund from two
forms

From the fundraising point of view, in recent years,
whether form the size or the quantity, the RMB fund
have raised more than the dollar, taking up the leading
position. As early as more than ten years ago, the US
dollar was the main source of fund raising, and some
investment industries also started from the US dollar
which dwarfed renminbi fund at that time. But in recent
years, especialy after 2015, the RMB fund has been
quietly rising and changing the mode where US dollar
being mainstream of fund raising.

From the point of view of capital exit, its exit channel
become more diversified instead of being single; analyz-
ing the changing of stock market form two sides, in 2016,
although A shares fluctuated, it also created a number of
successful listed companies. The profits generated by
these enterprises have brought alot of output returning to
the VC/PE industry. In the later period, the A shares sus-
pended the IPO plan, and some industries began to carry
out mergers and acquisitions, equity selling, and so on.
But more than ten years ago, chance of exiting equity
market is very small and the existing channel is also very
narrow. Only a single plank bridge form exists on the

market, which pushes the enterprise to the United States
listed on the Nasdag. While in nowadays, it is much easi-
er for companies to exit and the exiting channel has be-
come various.

2.2.2. The pattern of “both ends in the outside™ will
be broken

The quiet rise of RMB funds has brought three important
signs. breaking the “both ends in the outside” pattern, the
VC/PE industry becoming mature and the differentiated
competition in VC/PE industry.

Firstly, beak the “both ends in the outside” pattern. In the
past, we were mainly led by foreign countries. Both rais-
ing capital raising and withdrawal are carried at aboard.
But the quiet rise of RMB funds driven by innovation has
broken this pattern. In 2015, the diversified exit channel
of merging and acquiring A share appeared. The rise of
RMB funds turn the “both ends in the outside” into “both
end inside”. The investment industry has begun a dramat-
ic change, opening anew chapter henceforth.

Secondly, the VC/PE industry is gradually mature. The
past decade is the first stage of rapid development of
VC/PE industry. Now it has entered the second stage. In
the second stage, VC/PE industry will become maturer.
However, this processis not accomplished overnight, and
it is necessary to adjust and integrate continuoudly in the
mature stage of development. In the long integration
stage, the real winner will be the organization that stays
and remains a leader.

Finally, the VC/PE industry starts differentiated competi-
tion. Each fund has its own characterigtics. In the course
of competition, the RMB fund should take into account
its own development characteristics and can not blindly
follow others. The fund with its own characteristics can
support and guarantee the sustainable devel opment of the
organization to the greatest extent. It can not only bring
great help to the future innovation and entrepreneurship,
but also promote the development of the whole industry.
Besides, there will be continuous appearance of new
genes to ensure the industry’s own innovation. After the
pattern is broken, new format driven innovation is as
shown in Figure 3.

[ Specific basis of social and economical conditions

[ New planning | [ New demand

New technology |

Birth of new technology New business format

Popularization and application of
technology

Infegration of Technology

Figure.3. New Business For mat Driven by Innovation.

2.3. How To Use Innovation to Promote The
Rise of RMB Fund
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After 2016, the private equity market will gradualy slow
down to the rationalism. Every industry should come up
with proper strategy to deal with it and every institution
should have its own thinking and preparation for it. For
the Legend Capital, It has always insisted on how to deal
with the impact and change of the industry. The Legend
Capita insists on the idea of “things first and human
weighs”, and applying it to the process of self manage-
ment and development.

2.3.1. Investing idea of “things first and human
weighs”

“Things first” requires that the investment institutions
should have a clear strategy for the future investment
development. First of al, a long-term investment men-
tality is required, that is to set up long-term development
goals; secondly, there should be a unique industry strate-
gy; finaly, a systematic research should be made. These
three factors are the basic contents of an institution to
establish the differentiated development as wells its the
nuclear competitiveness. In the return cycle, the fund
needs to set a relatively long return cycle in order to
make a sustained investment in the project.

“Human weighs” reguires investment institutions holds
the concept of “people-oriented”. Investment institutions
are rooted in “human”. The growing and development of
professiona investors need to rely on the founder team.

2.3.2. Carry out the employment conception and im-
prove the employment efficiency

The company should take the training of talents as one of
the important strategies to promote development. It
should aways adhere that the development is for
“people” and by “people”. Since ancient times, China has
a tradition of “master teaching and training apprentice”.
In the VC/PE industry, it also needsto rely on the model
of “experienced employees teaching and training new
employees”. In foreign countries, some excellent VC/PE
teams need to spend about twenty million to develop a
qualified institutional partner. In order to digest these
costs, organizations need to invest more, especialy in the
VC industry. Every investment has the possibility of fail-
ure, and will face failure cases. In order to train excellent
talents, carefully scrutinize of these failed cases is need
to draw lessons from them. In the training of your talents,
in view of the invested projects, especialy the bad
projects, a deep summary should be made. In the process
of summary, all the people involved in the project should
take part in to learn more experience and enrich their
experience through this opportunity.

Second, encourage team cooperation and innovation. The
reason why Legend Capital is able to stand in the tide is
because it has built a strong and powerful team. Legend
Capital adopts the way of encouraging team cooperation
and divide a work process into several sections. In each

section, teams with different roles will participate in.
There are lots of people involved in every project. They
divide the work and cooperate with each other. The situa-
tion of “one person teaching and training severa ones” is
rarely occurred. The way that multi team participates in
one project which is not only the high efficient but also
reduces possibility of risk, isthe most basic working way
in Legend Capital. In the process of team innovation,
incentive mechanism can aso be added. The whole fund
is accomplished according to the allocation mechanism,
and the benefits are put into the whole fund, which in-
spires team cooperation consciousness and emphasizes
the wholerole.

Third, innovate partner incentive mechanism. The part-
nership system in the organization is mostly based on the
fund cycle. Once the fund is expired, the partners are
faced with changes. If the partnership system is com-
bined with equity allocation system of the company, the
middle term incentive constraint and long-term incentive
design can be combined which will make partners and
core cadres not only become shareholders of the man-
agement company, but also the fund benefit sharing
members, thus benefiting them.

2.4. Carry Out The Innovation Concept Throughout
The Development Process

Under the new normal state of the economy, “mass inno-
vation and entrepreneurship” have become the main-
stream of development, which is undoubtedly the best
time for China to carry out economic transforma
tion.However, seeing from the industry level, innovation
is more operable than entrepreneurship, and the two can
promote each other and develop together. Innovation is
the most direct goal of entrepreneurship, and entrepre-
neurship is the ultimate goal of innovation. In the envi-
ronment of innovation and entrepreneurship, the society
pays more attention to entrepreneurship, and is more tole-
rant to the failure of the business. After all, the success of
entrepreneurship is of small probability.For entrepreneurs,
once they are ready to start a business, they should be
prepared ideologically and mentally, and should not start
abusinessjudt for starting one.

3. Conclusion

To sum up, facing up with the new economic develop-
ment, it is difficult to invest in agood project. The rise of
the internet that driven by innovation and the further ac-
tive of the RMB fund have brought great inspiration to
the entrepreneurs. The success of the industry can not be
replicated, but the foundation of entrepreneurship lies in
the spiritual heritage and the cultivation of talents. The
investment institutions of China and the outstanding
projects invested by the outstanding investors can create
value for the enterprise and bring more lucrative profits.
But for entrepreneurs, it is a question whether the market
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