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An Empirical Study on the Size Distribution of Venture
Firms in the center of KOSDAQ Listed Companies

Cho, Sang Sup* - Yang, Young Seok**

Abstract

This paper is brought to carry out an empirical study whether evolution
process of venture firm's scale is following the Gibrat's law; random
evolution process, or Pareto law; self—organizing process. The empirical test,
as attaching theoretical explanation, of this research utilize the serial data
samples of 92 KOSDAQ listed companies from the year of 2005 through
2008. Summarizing the research results are as followed. First, Gini
Coefficients representing the density of venture firm's scale has been
constantly reduced since the year of 2005 in terms of number of employee,
while these index increased during the same time period from the
perspective of sales volume. Second, the evolution process of Korea venture
firm's scale is following the Power Law related to Pareto Law. In particular,
estimated Pareto coefficient, «, is shown lower than 1 which is significant
result. Third, the probability of joining in the top tier group of firm starting
from the early stage growing is forecasted into 6.9%, the result which
emphasize the starting scale of venture firm play an important role in long

term evolution of venture firm.

Keywords. Evolution Process of Venture Firm's Scale, Gibrat's Laws,

Pareto Law
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