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Probe Study on the Failure Factors of Venture Companies

Lee, Hoon"
Hong, Jae-Bum™

Abstract

The objective of this study is to find the failure factors of venture companies. We analyze 210 troubled venture companies, all of
which have been under guarantee from the Korea Technology Finance Corporation over the last three years. Methods of analysis for
failure factors are as follows. First, we categorize the failure factors into the four different types based on growth and profitability
indicators in the financial statements of targeted venture companies. Then we analyzed the failure factors of the subject companies based
on the troubled guarantee reports made by the Korea Technology Finance Corporation. If a venture company under its guarantee program
falls into insolvency, the Korea Technology Finance Corporation make the troubled guarantee report to find out the failure factors and
evaluate the recovery potentials.

We identify 374 failure factors of venture companies through the analysis. The most prominent among them are deteriorating of
business environments (79 factors) and decreasing or withdrawing orders from major suppliers (54 factors) due to bankruptcies or change
in business plans. They are followed by slowing collection of accounts receivable (31 factors), dropping or frozen product price (24
factors) due to intensifying competition and escalating pressures from major suppliers, rising raw material costs both at home and abroad
(21 factors). In addition, the nuclear power plant disaster in Japan, shut-down of the Kaesong Industrial Complex and subsequent
lawsuits, delay in technology development projects, high cost-low efficiency management structure, etc., are also revealed as new factors

causing trouble for venture companies.

Keywords: Venture Companies, Failure Factors, Korea Technology Finance Corporation, Case Analysis
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