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Abstract 

   Annalee Saxenian, in her book The New Argonauts (her term for returning entrepreneurs laden with “treasures”), highlighted the trend for skilled workers in technology sectors to return from Silicon Valley, where they were either entrepreneurs or held senior positions in major companies, to their home countries of Taiwan, India and China, where they were able to use their knowledge, skills and networks to establish new technology companies, many of them ‘born globals’. 


This paper looks at another form of economic contribution that returning skilled migrants can make – as venture capitalists and business angels. It is well established that venture capital has a key role in innovation, wealth creation, job generation and economic growth. Compared to the well developed venture capital industry in the Western countries such as the U.S. and U.K, however, in China, venture capital is still a new and emerging activity. There are currently four types of venture capital firms in China, namely, government venture capital firms; corporate venture capital firms; university venture capital firms; and foreign venture capital firms (White et al., 2005). Returning migrants add to this supply. One of the distinguishing attributes of the New Argonauts is their membership of transnational communities – they are now located in China but retain networks in Silicon Valley. One of the key questions in the proposed research is therefore how these investors use their transnational status in their investing – for example, in terms of raising funds, co-investors, the type of businesses that they invest in, and the value-added contributions that they make.

The primary data will be collected by using semi-structured in-depth interviews. As a result, this study will provide a first hand, in-depth understanding of returning entrepreneurs who become venture capital or business angels. The key issues raised will be of interest to practitioners, academics and policy makers. 
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The ‘New Argonauts’ in China: The Venture Capital Dimension
1. Introduction 

Venture capital is well recognised as playing a vital role in innovation, job creation, wealth creation and economic growth (Gompers & Lerner, 2001). For example, over the period 1970-2000, American venture capitalists invested $ 273.3 billion in 16,728 companies in all 50 states, with no less than $ 192 billion of that investment coming during the six-year period 1995-2000. Venture capital-backed firms employed 7.6 million people and generated $1.3 trillion in sales during 2000, representing 5.9% of the nation’s jobs and 13.1% of America’s GDP that year (NVCA, 2002).  

Compared to the well-developed venture capital industry in the Western countries, venture capital is still a new and emerging activity in China. The first Chinese government-supported venture capital firm was not founded until the 1980s. However, on account of lack of experience among government officials and venture capitalists, this firm went bankrupt and was closed by the People’s Bank of China in 1997 (Xiao, 2002).  This did not stop local Science and Technology Commissions & Finance departments from setting up their own venture capital firms during the 1990s. Today the venture capital industry in China is rapidly growing with an estimated total of $4.8 billion of funds in the country. Another $ 4.07 billion was raised in 2005 worldwide to invest in China (Areddy, 2006). And there is an estimated 250 foreign venture capital and private equity firms in China and a similar number of domestic venture capitalists (Liu et al, 2006). 

White et al (2005) identify four types of venture capital firms in China, namely, government venture capital firms; corporate venture capital firms; university venture capital firms; and foreign venture capital firms. In this study, a fifth type of venture capital firms can be added —funds established by return migrants who were entrepreneurs or held senior positions in the multinational companies, now settling down in China but still retaining their networks in Silicon Valley. 

Building on the Annalee Saxenian’s latest study—The New Argonauts (her term for returning entrepreneurs laden with “treasures”), this paper aims to explore how these returnee investors use their transnational status in their investing – for example, in terms of raising funds, co-investors, the type of businesses that they invest in, and the value-added contributions that they make. 

This paper starts with literature review of the New Argonauts, transnational entrepreneurs, and venture capital. Then, three case studies of return migrants who have become venture capitalists or business angels are provided. Based on literature review and case studies, the research question is presented. This is followed by discussion of the research design and the reasons why it is proposed to use semi-structured in-depth interview. 

2. Who Are New Argonauts? 

In Greek mythology, the Argonauts were a brand of heroes who, in the years before the Trojan War, accompanied Jason to Colchis in his quest for the Golden Fleece. Their name comes from their ship, the Argo, which was named after its builder, Argus (http://thenewargonauts.com, 2007). 

The New Argonauts, in Annalee Saxenian’s book, are graduate students who left their homes in Taiwan, India, China and Israel for the U.S. in search of advanced degrees and work with  multinational companies. Having lived in Silicon Valley for some time, building networks, and obtaining skills and knowledge, they then returned to their countries of origin to open branches of U.S. companies, found their own ventures, or become investors in other start-ups, turning what was a “brain drain” into a “brain circulation”. 

Unlike traditional ethnic entrepreneurs who remain isolated in marginal, low-wage industries, the New Argonauts are immigrants to Silicon Valley who either held senior positions in multinational and large firms, or started entrepreneurial business.  “They are highly educated professionals in dynamic and technologically sophisticated industries. They got absorbed into the Silicon Valley boom, and marinated in the Silicon Valley culture and learned it. They took advantage of their own personal networks in their home countries to accept skills that were scarce in the Valley, and that they could even go home and start businesses there that would tap their old networks such as undergraduate alumni or their friends” said Saxenian (2002; 2005).  

2.1 From Brain Drain to Brain Circulation 

Brian drain describes the migration of the most educated persons from developing countries to advanced industrialized countries (Jagdish, 1976). Since the great majority of these migrants move on a permanent basis, this flow of labour not only represents a loss of valuable human resources but could also prove to be a serious constraint on the future economic progress of Third World nations (Todaro, 1985). The brain drain from developing to developed countries during the latter part of the twentieth century involved large-scale migration to the United States. The 1990 US Census showed 2.5 million highly skilled immigrants, excluding students, from all developing countries to the West. California’s Silicon Valley benefited disproportionately from this process. The region’s technology producers grew very rapidly from the 1970s through the 1990s, absorbing technical skill voraciously, irrespective of national origin. Tens of thousands of talented immigrants from developing countries, who initially came to the US for graduate engineering education, accepted jobs in Silicon Valley rather than return to their home countries where professional opportunities were limited (Saxenian, 2005). According to a report by Michael Finn (2003), 61% of 1998 U.S. S&E doctoral degree recipients with temporary visas remained in the U.S. in 2003. This is up from a 56% 5-year stay rate found in 2001. The number of foreign students staying after obtaining their doctorates implies that between 4,500 and 5,000 foreign students remain from each annual cohort of new S&E doctorates in all fields. Stay rates differ by field of degree, ranging from only 36% in economics to 70% in computer and electrical engineering in 2003 (Finn, 2003). The important implication of the brain drain is that investment in education in developing countries such as China and India may not lead to faster economic growth if a large number of its highly educated people leave the country (Carrington & Detragiache, 1998).

However, it is worth noting that the brain drain is not confined to developing countries only. It can indeed occur at different levels within the developed world as well. There is an extensive literature on the brain drain from Canada to the US, which has caused serious concern to the Canadian authorities. Movements from third countries to Canada, particularly from developing countries, are making up this loss. Similarly Europe, particularly the UK, has long been losing skills to the US. Moreover, New Zealand has consistently been losing skills to Australia, which in turn is losing professionals to the USA and Europe (Wickramasekara, 2002).  

However, new trends in international skilled labour migration are emerging to reverse the “brain drain” transforming it into “brain circulation”. Since the 1990s, there has been an increasing trend for immigrants who left countries like India and China for better professional and economic opportunities abroad, but subsequently returning home to establish business relationships or start new companies while maintaining their social and professional ties to the United States (Saxenian, 2005). Their countries of origin such as India, China, Israel and Taiwan have historically been peripheral. However, brain circulation has enabled these peripheral regions to enter the global technology economy very quickly. Returning migrants link into the production networks of suppliers of components and software that eventually turn into leading-edge technology products. For example, in the 1980s, Taiwan provided low-cast assembly and manufacturing,  but over time it has become a Silicon Valley partner because companies there innovated in process and manufacturing to such an extent that their expertise is unparalleled in the world now (Saxenian, 2005; in Olsen, 2006). In fact, a whole transnational elite community of professionals and entrepreneurs has emerged during the past two decades that contributes significantly to the successful strategic coupling of indigenous firms in the Taipei-Hsinchu region with their global lead firm customers (Yeung, 2006).

3. Transnationalism

Currently, debates on immigrant entrepreneurship and returned migrant entrepreneurship have been overtaken by the notion of transnational entrepreneurship, reflecting how flows have transcended the meanings of territories and boundaries (Portes, et al, 2002). Koser & Solt (1997) have asserted that ‘highly skilled migration’ may now not be the most accurate term. Instead, ‘movement’ or ‘mobility’ may be more apt terms. This is because migration has connotations of permanency or long-term stay, whereas the movement of many highly skilled persons now tends to be intermittent and short-term. Moreover, technological developments have greatly facilitated the newer, cheaper and more efficient modes of communication and transportation which allow migrants to maintain transnationally their home-based relationships and interests. Furthermore, institutional structures increasingly recognise and even encourage transnational activities - overseas investment by diasporas is positively encouraged by many governments, and is increasingly backed up with provisions for dual citizenship, absentee voting etc. The result is an increasingly dense network of ties based on migration, flows of financial remittances and commodities, and flows of information (Coe et al, 2007). 

Basch et al (1994, p6) define Transnationalism as “the processes by which immigrants forge and sustain multi-stranded social relations that link together their societies of origin and settlement. These processes transnationalism to emphasize that many immigrants today build social fields that cross geographic, cultural and political borders…an essential element is the multiplicity of involvements that transmigrants sustain in both home and host societies. We are still groping for a language to describe these social locations”. Portes et al (2002) agree that transnationalism concentrates on the continuing relations between immigrants and their places of origin and how this back-forth traffic builds complex social fields that straddle national borders (Portes et al, 2002). Figure 1 summarises the phases of brain drain replaced by brain circulation and transnationalism, and the role of New Argonauts changing process.  

Figure 1 The Process of Role Changing of New Argonauts
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3.1 Transnational Entrepreneurs—3 case studies 

In the late 1990s, nearly three in ten Silicon Valley start-ups were run by immigrants, mostly from developing economies such as India and China. Since then, these immigrants have become transnational entrepreneurs. Some remain based in Silicon Valley, while tapping low-cost technical talent and financing in their home countries. Others return home to start businesses but continue working with customers and partners in Silicon Valley. As these cross-regional collaborations multiply and deepen, both the US and developing economies benefit (Saxenian, 2005). For immigrant entrepreneurs, some transnational communities play vital roles for them in Silicon Valley to build networking, exchange business ideas, or deal referral etc. The  Hua Yuan Science and Technology Association (HYSTA) is one of good examples.  

HYSTA was founded in the Silicon Valley in 1999 by a group of pioneering Chinese entrepreneurs. Arriving in the U.S. first as students, they become founders and leaders of billion dollar public companies (http://www.hysta.org, 2007). They hoped to build a better connections between China and U.S., and to help aspiring Chinese professionals become successful entrepreneurs like themselves. Today HYSTA is the leading association for aspiring Chinese professionals and has created a unique network of successful Chinese entrepreneurs and executives. At the same time, it has become the first stop for networking and exchanging business ideas between successful Chinese entrepreneurs and executives in the Silicon Valley and those in China (http://www.hysta.org, 2007).  
The first president and founder of HYSTA, Dr Hong cheng, founded and served as the chairman and CEO of GRIC Communications from 1994 to early 2003, and led its successful IPO on NASDAQ in 1999. Dr Chen continues to serve as the Chairman of GRIC. Prior to GRIC, Dr. Chen founded and was president and CEO of Aminet. In 2003, Dr. Chen returned to China and established The Hina Investment Group, which was an investment banking and private equity firm focusing on cross-border opportunities between China and global community.  Hina has offices in Silicon Valley, Shanghai and Beijing, and Singapore (http://www.hinagroup.com, 2007). 

Serving as the second president of HYSTA, Min Zhu was a Chinese farmer in his youth during the Cultural Revolution before going to Silicon Valley; Min has worked in the high-tech industry for more than 20 years. He held senior management positions at IBM, Price Waterhouse and Expert Edge, and established Future Labs (merged into Quarterdeck in 1996) and WebEx (IPO on NASDAQ in 2000). WebEx has become the most powerful supplier of internet interactive services and internet conferences in the world, and was named the most rapidly developing science and technology company in 2003 by Forbes magazine. Min holds an M.S. in Engineering from Stanford University. In 2007, WebEx was acquired and offered by a $3.2 billion of cash tender offer (http://biz.yahoo.com, 2007). In 2003, Min went back China and co-founded Cybernaut Venture Capital Management orienting its investments towards high-tech enterprises and restructuring companies (http://www.cybernaut.com.con, 2007). Meantime, Min started his business angel career by setting up Min’s Lab next to Zhejiang University in China (http://tech.sina.com.cn, 2006). 

Feng Deng was the third president of HYSTA. In 1997, Feng co-founded NetScreen Technologies in Silicon Valley, which has become one of the world's leading network security equipment vendors. In NetScreen, Feng served as Vice President of Engineering, Chief Strategy Officer and a board director. NetScreen went public on NASDAQ in 2001. In April 2004, NetScreen was acquired by Juniper Networks for $4 billion. Prior to founding NetScreen, Feng worked at Intel Corp., where he held various technical and managerial positions. Feng holds five U.S. patents in computer system architecture and IC design (China Venture Capital Annual Forum, 2005, http://www.hysta.org, 2007). 

Interestingly, as the 1st, 2nd, and 3rd presidents of HYSTA, Dr. Chen, Min and Feng have several similar steps of their careers: First, they sought education in the US. Dr. Chen holds a doctoral degree in Computer Science from State University of New York at Stonybrook; Min received his M.S. in Engineering from Stanford University; and Feng holds a M.S. degree in Computer Engineering from the University of Southern California, and a MBA degree from Wharton Business School.  Second, they are all successful immigrant entrepreneurs. They set up their own businesses after the graduation. Dr. Chen’s GRID Communications is a leading provider of internet-based mobile office communications solutions for enterprise customers, with value of $1.5 billion. Feng’s NetScreen Technologies was acquired by Juniper Networks for $4 billion; and Min’s WebEx was acquired by Cisco for $3.2 billion in 2007. Third, they returned to China after their companies were sold or acquired, and now devote themselves to venture capital investing. Dr. Chen went back China in 2003 and established The Hina Group; Min returned to China in 2005 and set up Cybernaut Venture Capital Management, Feng went back China in 2004 and founded Northern Light Venture Capital. Table 1 summarizes their venture capital firms and their principal businesses.  

Table 1 The Summarization of Three Case Studies

	Founder
	The Company
	Locations of the company
	Principal Businesses
	Funding sources  
	Transactions  

	Dr. Chen
	The Hina Group
	Silicon Valley, Shanghai, 

Beijing,  and Singapore 
	1. Hina Investment banking: provides corporate finance and M&A advisory services for global clients

2.  Hina Capital Partners: offers capital on technology, media and telecommunications, energy, bio-tech, education, manufacturing and other consumer service related traditional industries. 
	
	Exclusive Financial advisor for China Business Outsourcing, $41 million; Framedia, $183 million, strategic sale to Focus Media etc. 

	Min Zhu
	Cybernaut Venture Capital Management
	Zhejiang 
	Orients its investment towards high-tech enterprises and restructuring companies. The company focuses on data communication, health services, finance, education and other innovative service industries. 
	Limited Partner with  New-Enterprise Association (NEA),   one of America’s biggest venture capital firms specialising in start-ups
	Focused Photonics; 

Redbaby; 

Lianlian etc. 

	Feng Deng 
	Northern Light Venture Capital 
	Beijing, Shanghai, & Silicon Valley 
	China concept venture capital firm focused on early and growth stage opportunities in technology enabled business. 
	Limited partner with Greylock Partners 
	Baihe;  Lianlian;  Hanting hotel chains;  Actions Semicondutor etc. 


Source: http://www.cybernaut.com.con; http://www.hinagroup.com; http://www.nlightvc.com/.

4. Venture Capital  

Mason (2006a, p357) defines venture capital as “finance that is provided on a medium-to long-term basis in exchange for an equity stake. Investors will share in the upside, obtaining their returns in the form of a capital gain on the value of the shares at a ‘liquidity event’, which normally involves a stock marketing listing, the acquisition of the company by another company or the sale the shares to another investor, but will lose their investment if the business fails”.  

Two key aspects in the definition need to emphasized: First, in most funds’ early years, investors can expect low or negative returns, partly due to the small amount of capital actually invested at the outset combined with the customary establishment costs, management fees and running expenses. As portfolio firms mature and exits occur, the fund will begin to distribute proceeds (http://www.evca.com, 2007). This will generally take three to seven years depending on the industries invested (it could take ten years to receive returns from biotechnology industry). Second, the objective of venture capital is to achieve a high return on the investment in the form of capital gain through an exit achieved by the sale of equity stake rather than through dividend income. Exit is normally achieved either through an initial public offering (IPO), involving the flotation of the company on a stock market where its shares can be traded freely, or though a trade sale in which the venture capital fund, normally along with all of the other shareholders in the company, sell out to another company (Mason & Harrison, 1999). 

Venture capitalists are financial intermediaries who collect funds from the financial institutions such as pension funds, insurance companies, banks, corporations and wealthy individuals etc. And then put this money to small, fast-growing companies who cannot raise funds on the stock markets or banks. More importantly, venture capitalists select those companies they think have high potential to grow rapidly, therefore, they expect a high return on the investment at a liquidity event such as IPO, M&A activities or MBO within 3 to 7 years. Moreover, to make sure the entrepreneurs’ interests align with the investors’, venture capitalists draw on detailed and rigorous contract with them. Venture capitalists will play a hands-on role in the investee companies such as helping recruit and compensate key staff in the firms, of help establishing tactics and strategy; in raising next round capital, etc. This prompts the description of venture capitalists as value-added investors.  

Business angels are less known by the public compared to venture capital because of they tend to keep their investment private. Mason (2006a, p363) defines business angels as high-net-worth individuals who invest their own money directly in unquoted companies in which they have no family connection in the hope of financial gain and typically play a hands-on role in the businesses in which they invest.

This definition emphasizes several aspects: First, having wealth is a prerequisite for becoming a business angel. Business angels invest upwards of £10,000 per deal (sometimes in excess of £100,000) and typically have a portfolio of between two and five investments. However, because this is high risk most business angels will only allocate between 5% and 15% of their overall investment portfolio to such investments. Second, the majority of business angels are successful cashed-out entrepreneurs, while the remainder either have senior experience in large businesses or have specialist professional expertise. Third, business angels are active investors in unquoted companies, playing a hands-on role in supporting their growth. Fourth, business angels are investing for a financial return, although psychic income is also important for them (Mason, 2006a). 

There are some critical distinctive behaviours between venture capitalists and business angels: First, financial return is the main motive for venture capitalists to invest while business angels also seek for financial return, but psychic income, having a part-time job are other motivations for them to invest. Second, venture capitalists are much more experienced investors than business angels (Mason & Harrison, 2002). Third, venture capitalists stress doing more ex ante investment in terms of careful screening; due diligence and contracting, while business angels place more emphasis on doing so ex post investment as a means of reducing risk (Van Osnabrugge, 2000). Finally, venture capitalists are more concerned about exiting their investments than business angels (Van Osnabrugge, 2000).

4.1 The Investment Process 

Mason (2006a) summarises 5 main stages of venture capital investment process, that is, deal origination; deal evaluation; deal structure; post-investment relationship, and harvesting (the five-stage investment process see figure 2). The business angels’ investment process is similar with most aspects of the venture capital’s. However, the approach of business angels is less sophisticated. 

Figure 2 The Venture Capital Investment Process
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Source: (Mason & Harrison, 1999; Mason, 2006a).

Deal origination There are two ways in which venture capital firms identify investment opportunities, namely unsolicited deal flow and their personalised network of venture capitalists form intermediaries such as bankers and lawyers, entrepreneurs and other venture capital funds. However, most venture capitalists focus on investment opportunities that come through their networks of trusted intermediaries rather than unsolicited deal flow. The quality of this deal flow is superior because poor quality deals will have already been eliminated or filtered by these intermediaries who know what kinds of deals will be of interest these venture capitalists (Mason, 2006a). 

Deal Evaluation Venture capital funds operate a two-stage evaluation process including an initial screening process followed by a detailed evaluation process for those deals that pass the initial screening. The initial screening has two purposes: first, an investor specific-screen to ensure that the investment proposal fits the investment focus of the fund (e.g. geography, stage, sector, and size) and second, a generic screen is allied to search for features in the proposal that would indicate closer investigation is likely to be worthwhile (Mason, 2006a).  

Then, those deals that pass the initial screening stage will be scrutinised in detail in a process involving the gathering of information from both inside and outside sources, a series of meetings with management, a review of the financial statements, and may also involve interviews with suppliers, customers, bankers, other investors and industry experts. Moreover, financial analysis will be undertaken in order to evaluate the business and assess the possibility financial return of the investment. This procedure is referred as ‘due diligence’. It is not surprising that rejection rates of investments are high because most businesses have limited revenue potential, ‘me-too’ products etc, poor management etc. (Mason, 2006a).  In Dixon’s (1991) study, 75.5% of opportunities were rejected at the initial screening stage, a further 21.1% were either rejected or withdrawn at the evaluation stage and only 3.4% attracted investment. 

Deal structure The next step for the venture capitalists and the entrepreneurs is to negotiate the terms and conditions of the investment once the investment agreed by both parties. In order to minimise the investors’ risk and to maximise their rates of return, venture capitalists structure and contract their investments with entrepreneurs. The most important mechanism for controlling the venture is staging the infusion of capital. Venture capitalists rarely invest all the external capital that a company will require to accomplish its business plan: instead, they invest in companies at distinct stages in their development, which give strong incentives for the management team to meet targets and create value.  By staging capital the venture capitalists preserve the right to abandon a project whose prospects look dim (Sahlman, 1990). Second, they devise compensation schemes that provide venture managers with appropriate incentives. Entrepreneurs who accept venture capital typically take smaller cash salaries than they could earn in the labour market. The shortfall in current income is offset by stock ownership in the ventures they start. Common stock and any subsequent stock options received will not pay off unless the company creates value and affords an opportunity to convert illiquid holdings to cash. Under these circumstances, the interests of the venture capitalists and entrepreneurs are aligned. Finally, venture capitalists preserve mechanisms to make their investments liquid (Sahlman, 1990). 

Post-investment Involvement This is the stage to which venture capitalists devote the greatest percentage of their time. Most venture capitalists play an active role in working with their investments. Their typical roles are: to help recruit and compensate key individuals in the firm, to work with suppliers and customers, to help establish tactics and strategy; to play a major role in raising capital; to help structure any transactions (e.g. mergers & acquisitions) that the company might take (Sahlman, 1990). In addition to these, sometimes venture capitalists serve as a sounding board (Macmillan et al, 1988). Therefore, besides providing the finance, venture capitalists add value to the firms. 

Harvesting The objective of venture capitalists is to maximise the returns of fund rather than seeking every investment to be successful. Venture Capital firms reckon on perhaps three investments in ten being successful, three being failures, and four that remain steady. Their profits come from the successes (Kitchen, 1992). The three main mechanisms for harvesting of the investment are public offering, trade sales, and private placement (Mason, 2006a). 

5. Propositions 

There are a number of distinctive businesses practices that seem to prevail in the transnational  networks. These practices emphasize the importance of social and cultural connections or relationships in initiating and cementing what is otherwise a business relationship. This has become known as Chinese, guanxi capitalism – referring to the Mandarin Chinese word for relationship. Several characteristics in particular are seen as competitive advantages of ethnic Chinese firms (Coe et al, 2007): 

· The ability to raise capital for new business ventures through informal networks creates a great deal of flexibility. Instead of going through formal banking or stock market channels to raise money, a new venture can be financed thought loan from members of the same co-ethnic network. In a contemporary transnational business operation, such sources of credit make the raising of capital for new ventures both relatively easy and inexpensive.

· Business transactions outside of the family circle will often be based on other forms of cultural affinity – membership of the same clan, place-based identities, and linguistic commonality. There is, then, a social basis to business ties that cements the business relationship into one of mutual trust and reciprocity that goes well beyond a purely contractual relationship. 

· Both familial and cultural relationships point out the importance of reputation and trust in business practices. These might apply to relationships between competitors, between contractors and suppliers, and between employers and employees. The bond of trust in business relationships is especially effective in ensuring that contracts are honoured even when partners are oceans apart – a relationship based on trust is far more easily ‘stretched’ across global space than one based on legal contracts. 

New Argonauts may benefit from transnational status in terms of deal generation, investment cooperation etc. For instance, HYSTA has created a unique network of successful Chinese entrepreneurs and executives in Silicon Valley. And in China, WRSA Chamber of Commerce of China (WRSACC), which is attached to Western Returned Scholars Associations of China (WRSA), is the largest organisation with 10,000 members of overseas students and scholars who have returned to China. These communities can create a lot of deal opportunities for both investors and entrepreneurs. In particular, if investors and entrepreneurs were alumni abroad or in China, or both of them know one friend well, then an investment proposal will be paid more attention, and the successful rate of making deals will be high. Furthermore, New Argonauts have more chances to co-invest. For instance, the second and third president of HYSTA, Min and Feng, they own different venture capital firms, however, they co-invested two investments to Redbaby, a largest retailer shop aiming at mother and new-born baby; and Lianlian technology co. Ltd, a web service company proving on-line payment service. 

As a result, the proposition can be come up with: 

Their transnational status enables New Argonauts to have distinctive styles of investment in terms of deal flow, co-investors, the type of businesses that they invest in, and the value-added contributions. 

Table 2 Effects of Transnationalism on the Investment Process

	Investment Process
	The Effects of Transnationalism

	Deal origination
	Many geographically diverse deal flow

	Deal evaluation
	Access to state-of-the-art knowledge from Silicon Valley to

evaluate business opportunities

	Deal structure
	Opportunities to bring in co-investors, or be investors into deals as

a co-investor  by investing in other regions and countries.

	Post investment

involvement
	Network from Silicon Valley provide opportunities to connect

investee companies to customers, suppliers and partners.


However, ultimately other factors can ‘trump’ ethnicity in the conduct of business transactions, more important are the technological and economic logics for collaboration, rather than the cultural logics that supposedly shape ‘guanxi capitalism’. Guanxi is not the dominant organisation principle behind such relationships (Coe et al, 2007). As Hu & Saxenian (2000, p1995) argue that “guanxi-embedded trust does not necessarily enhance firm and regional competencies. Although guanxi-incubated goodwill can render the coordination and allocation of resources between transacting firms easy and economical the capability needed for industrial upgrading is not guaranteed within the network. Even worse, the strong ties of guanxi can sometimes lead to the lock-in of obsolete technology”. 

6. Research Design 

Semi-structured in-depth interviews of the qualitative method will be employed in this study. 30-40 Chinese New Argonauts will be interviewed. 

6.1 Reasons for Using In-Depth Interviews 

Semi-structured in-depth interviews have several advantages: First, in the context of Asia, it is often necessary when examining China-related business activities to establish a relationship receive a response. This connection may come through a referral. Such a requirement encourages the use of interviews (Bruton & Ahlstrom 2003). Second, interviews are less structured than are questionnaires as they allow the spontaneous discussion of problems and solutions and for follow-up questions on a topic with the development of recommendations (Lee, 1999). Burgess (1982, p107) agrees, “the interview is … the opportunity for the researcher to probe deeply to uncover new clues, open up new dimensions of a problem and to secure vivid, accurate inclusive accounts that are based on personal experience”. Third, face-to-face interviews give the interviewer an opportunity to read important non-verbal clues from the respondent in the form of body language and silences, to follow up issues more fully, to query discrepancies, and to probe form verification of certain answers (Healey & Rawlinson, 1993). 

6.2 Limitation of in-depth interviews 

However, some potential constraints of in-depth interviews may exist. First, it is not easy to identify get access to these interviewees. Interviewees are co-founders, CEO and senior managers of venture capital industry or business angels, they prefer privacy. So the best way to access them is to through the intermediaries or ‘snowballing’. Second, in-depth interviews can be time consuming and expensive process. The interviewer needs to fly back China, and travel to several cities so the travel will be costly in terms of time and money. Third, it is difficult to arrange in-depth interviews. The interviewees are quite busy playing hands-on roles with their portfolio investments, and meet with entrepreneurs might have potential to collaborate with. Sometimes they can delay or cancel the interviews if the interview time clash with their businesses. Fourth, to some extent, the information collected during the interviews can be biased. For example, when questioning the past investment events, it is difficult to recall everything in detail. Finally, few interviewees may not be perfectly trustful, because sometimes they may exaggerate their successful transactions and ignore the failure cases or experiences. 

7. Conclusion
The data collection is currently underway so no results are available at the moment. Hopefully, the question of how these returnee investors use their transnational status in their investing in terms of raising funds, co-investors, the type of businesses that they invest in, and the value-added contributions, will be explored. And some preliminary results will be shared at the ISBE conference. This study will provide a first hand, in-depth understanding of returning entrepreneurs who become venture capital or business angels, and will contribute to both the business angels and venture capital literature and also the literature on economic development in emerging economies.
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