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A First d dl, we can understand the ocutcome
through the economics of venture invest—
ment. In the US, the cost of developing a new
techndogy is higher than Korea — pethaps two o three
times. But the market for the technolagy is perhaps
much bigger than in Korea — like 10 times.
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As a result, US venture capitalists face a much
higher expected return for the same amount of
investment, Nd surprisingly, the VC industry s not as
well developed ouiside the US, and Karea is not an
exception. On the other hand, we shoud not give up on
the VC and entrepreneurship in Korea,

makM 0= BIMAIZIIE2 SY SXIMof tish #N o =2
7|2l ZHELICE S 0I= 0]2/Q] Z7HoflM HIMAHIE A
3 LeolX| 2} = o7t ofdLch CIE SHHOeE
Ral= st=2o| KRR ot 7|P7t FAS ZI[siA = b ElLich

First, Korea leads the world in severd technolagical

areas — wireless, semiconductor, display, shipbuilding

and software games. In those areas of excellence,
Korean entrepreneurs may have higher chances of
success in globa markets.
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Second, globalization is the way to break aut of the
dilemma. We have seen severa success stories by
Israeli Taiwanese and Indian campanies in Silican Valey,
These companies developed their techndogy wsing ther
techndogicd base and efficent engineering team in their
couniries and marketed the products in the global
marke,

=M, MAst= Ze0r22E BojLs ZeUch 2 IE =
ZUalof fixleh olAAH, R QT 7[R0 HBEE S HE 2
S CE 0l2{8t SIAS2 KiALS 7|=H 7[Hto S8 %01 Zst E
2 0lZaiM XUSTe 7S LT HES MA A LY
SASELIC

30

But we don't see many (or any) examples of such
successes by Koreans. In fact, there are dazen cases of
Korean entrepreneurs who succeed in the US technaaogy
area like Yuri Systems, Xylan, Siicon Image, Exio and
Diamond Multimedia, bu ther technology was mostly
developed in the US. Thus, Korea has ye to develop a
success modd tha combines capable Karean engineers
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with large global market appartunities. Perhaps the best
formula may be a Korean startup with technology
developed in Korea by Kaean enginegs, invesled by
Korean Vs and operating globally.
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A In the US, governmenis play the rde of an

umpire rather than a ocoach {like in football
game). They make sure everybody plays fair, instead of
advising one team to win against the other (which is
viewed as a foul by the umpire). Instead, the
govemmenls (through Department of Deense, Nalioral
Irsftue d Heath, and National Science Foundation) try
0 make invesimerts in long—term projeds that may take
too long for commerdal firms to develop.

VENTURE DIGEST
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The resulis of this pdicy led to many breskihrough
technologies such as the Internet, wireless
communications, supercandudivity and genome projects.
This dees not mean tha Korean governmenis — with a
relatively underdeveloped MC industry — should copy the
same policy. On the other hand, it shoud take the cae
lessons from their operations with several exceptions in
mind.
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Frst, the governments should (i possiblel be netiral
to all firms and stay away from hand—picking o favoring
some companies al the experse of others, It wil distort
the market compelition. Second, the governments shauld
na direcly invest in the companies. Govemmerts usially
support research (es opposed to product development)
at universities and research institutions. But there are
exceptiors. US governments support under—developed
sedor lke minaity o femae entrepreneurs who need
some hand hoding & the eary stage.
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Also note that main big investars in Silicon Valey VC
funds are university endovment funds and pension funds
thal have a long—term bjedive and are big encugh to
hendle the high risk. Korea is in a different situation since
it faces a young VC industry, so they may went to be
mare aggressive in helping slartups. Bul the besl policy
woud be to relax the regulations and level the playing
fidd, so smal firms are less subjed to the tyranny o big
fims. Also they should encourage universities to produce
state—ofthe—art technologies by efficiert funding and
university polides. Some experis say that the curent
techrological leadership d the US cames from efficient
funding (ke NSF end DD) of research budgets — large
in sheer size and smart allocation.
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lo promote science and techndogies, By encouraging

As mentioned earlier, the best ba 5 n the

universilies, They exist, among aher things,

them fo condud tep—qudily research in promising areas,
they wil turn out first—class enireprereurs and venture
capilalists. This may lake some time, bu there seem no
proven short culs, Korea has a strong pod of wel—
trained intdlectual labor force that led the couniry to a
global powerhouse in a shot time. | don't see ary
reason why they can't do anaher achievement.
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