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Venture 1.0 in Korea 
From 1995 to present
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Brief History of Venture in Korea

Establishment of KOVA
Foundation of Kosdaq

Special Act for Venture Promotion

Lab Venture Movement

Foundation of INKE

Foundation of KTTC

Slump

Venture Again

1995 1996 1997 1998 1999 2000
2001

~
2004

2005 2010

Venture 2.0Venture 1.0
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Before the year 1 9 9 5 
Plant trees in the desert
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Venture Activities before Association
< an Era of Benchmarking >

ÅTurbotek(Ś88)

ÅHUMAX(Ś89)

ÅHaansoft (Ś89)

ÅHandySoft(Ś91) and others

× Yr 1986~1995

- řLeading ventureŚappeared

- By the legislation of Support for Small and 
Medium Enterprise Establishment Act ,

- A number of venture capital firms were 
established

- Over-the-counter market opened

ÅQNIX (Ś81)      

ÅMirae corp.(Ś83)

ÅBIT Computer(Ś83) 

ÅMedison(Ś85), etc

×Yr  1980~1985

- Birth of řinitial ventureŚ

- KTB appeared

CompaniesPeriod

Plant trees in the 
desert

ÅBenchmark on foreign system

ÅNo strategy exist!!



5Lee,minhwa

Yr 1 9 9 5

Establishment of Korea Venture Business Association

Venture Vision 2005
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Establishing an association

Insufficient system and lack of understanding on venture

Fund raising Human resource Market

Traditional companies = 
Facility investment

Loan financing

Venture companies = 
R&D investment

Fund raising by investment?

Preference of excellent 
resource

1. Institutions 
(University)

2. Big companies
...
Venture companies?

Lack of initial market 
for domestically 

developed products

Limited venture growth due to individual rushes
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Venture Vision 2005

1,000 6,400 43,000

80,000 100,000 120,000

Year 1996                                 2000                                           2005

Upbringing of venture business is the national competition strategy!

ÅNumber of Companies(SMEs)
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Master plan for venture growth

Capital

Market

H/R

B
u

ild
 In

tra

Loan to Investment

Domestic to International

Wage to Stock option
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Year 1 9 9 6 KOSDAQ
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Establishment of KOSDAQ

Establishment of KOSDAQ Market
May 17, 1996

The KOSDAQ market has been growing with venture business

as a new market based on knowledge -oriented innovative technology
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Growth of IPO market

Yr 1995 2000~present

Investment 
market size

(company age)

10 years

Beginning

Initial market L`qjdsŝr tmdpt`k fqnvsg

KOSDAQ

IPO market at 

International level
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Year 1 9 9 7

The special Law for bringing

- up the Venture business
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- the special Law for Upbringing the Venture business

Â U.S.: spontaneous generation

Spontaneous growth for 50 years, starting with Hewlett -Packard 

NASDAQ opened in 1971

Â Korea
Venture

Gradual growth by 
benchmark on U.S.?

Intense growth by policy 
and system?

Choice

Intense growth

OR



14Lee,minhwa

Establishment of Special Law for Venture Business

Capital

ÅAid in initial expenditure of business (Corporate finance for med & small -sized business, 
R&D etc.)

ÅAllowing investment by venture capital, angel, institutional and foreign investors

ÅSpecial guarantee for venture business, useful for credit guarantee examination

Å Allowing R&D manpower to be exempted from obligatory military service to work in 

designated companies

ÅStock options given to qualified manpower

ÅOpening of business in lab (Allowing professors and researchers to establish factories in 
labs)

ÅPreferential privileges to venture businesses located in designated integrated -facilities 
(Exemption from taxation)

ÅSupport in knowledge complex

Man
Power

Others

Â Special Law for Venture Business legislated on May 12, 1997
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Year 1 9 9 8

B1}rs1B1¥¦r¤¦- f¢ 1Tr~¢rzx 

Technology Business Incubator (TBI) established
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Problems of technology commercialization

Primary technology development Development and prototype production Commercialized products

Easy

Difficult

Fund 

raising

Death Valley

(Source : U.S. Department of Commerce, OECD Work -Shop Dec. 2001 ]

Research 
project

Public area Private area

Lab Venture
(Experiment in Korea)
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Induce more than 5,000 venture start -ups per year

Promote set up labs in universities

ÅInclude venture start -
up activities in 
professor/researcher 
evaluation

University lab 
evaluation

ÅIssue the 
certification of 
business register, 
when a chief 
researcher in 
university lab 
recommends

Regulation

ÅŜ@mfdk bktaŝ 
organized

ÅStrategic alignment 
with venture capital

ÅDownward revision 
to initial capital 
KRW 20 million

Fund raising

ÅProvide stock 
option to belonging 
facilities

Stock option

ÅDoctor(PhD) 
course  in lieu of 
military service

Military 
service

l¢£N@v¦¯µ¶³¦ @¤¢®±¢ª¨¯



18Lee,minhwa

Year 2000

Foundation of Technology Market
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M&A Market

Â Mddc sn athkc Sdbgmnknfx Udmstqdrŝ L%@ l`qjds

M&A

Lab venture

Business
Incubator

Venture boom

A number of venture 
start - ups by research 

H/R
Commercialization Market expansion

10 years from start - up

KOSDAQ M&A

5 years from start - up

Venture capital
Angel capital

Initial venture investment

Period

Collection 
Market

Â KOSDAQ(IPO) vs. M&A

Develop Own 
Market

Cooperation with 
Leading Venture

Market Union 
with Leading 

venture
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Summary of 10 years
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Summary of Development of Venture Business

Year ~ 1995

First 
Movement

Building 
Foundation Coordination Venture Again

1996 ~ 1999 2000 ~ 2004

Theme Planting trees in desert Venture boom in Korea
Corruption & confusion

ŗxx GateŘ

Contents

ÅBirth of first 
generation venture 
business 

ÅEstablishment of 
private capital 
investment 
companies upon  
Capital Aid Act (1986)

ÅLack of recovery 
market

ÅLow recognition of 
venture capital

ÁFormation of recovery 
market (KOSDAQ)

ÁEstablishment of 
environmental systems 
for upbringing of 
venture business

ÁAppearance of star 
players

ÁNew driving force of 
economic development 
after IMF crisis

ÁMigration of resources 
to venture business

ÁCriticism toward 
adverse effects of 
governmental aid

ÁFormation of anti -
venture atmosphere

ÁLegal sanction 
against false venture 
business

ÁPost bubble effects

Role of
Fnuŝs

Explorer Initiator Facilitator

2005 ~

Motivation of new

industry development

ÁRecovery of social trust 
in venture business 

ÁMaturity of market 
infrastructure

ÁBuilding of economic 
order based on 
transparent & reliable 
management

ÁFormation of virtuous 
circulation cycle of 
venture capital

Supporter


