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Abstract

The primary objective of a Venture Capital (VC) firm is to achieve investment success and profitability, particularly given the challenges and
high failure rates associated with investments in startup companies. This study aimes to establish a framework of Key Success Factors (KSFs)
for VC firms operating within Iran's innovation ecosystem. Additionally, it offered a comprehensive methodology for assessing these factors.
To achieve this, we employed a meta-synthesis method to build upon the research conducted by Rashidi et al. (2023). After searching and
refining both English and Persian sources, we conducted 12 interviews with VC experts. Through thematic analysis and re-categorization of
primary codes, we identified a total of 139 basic themes, which were further organized into 22 organizing themes and 11 comprehensive
themes, all of which were structured under 3 macro themes. Subsequently, a questionnaire was presented to experts and the DEM ATEL
technique was utilized to identify the significant relationships between the organizing themes. Finally, using the TOPSIS method, we prioritized
the factors selected by the experts, identifying 5 KSFs for VC firms in Iran: "investing in motivated and capable founders", “establishing
communication networks within and outside the invested industry", "ensuring trust and honesty between founders and the VC firm", "entering
large and growing markets", and "developing the soft skills of VC firm managers".
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Introduction

Venture Capital (VC) firms operate with an indefinite lifespan and manage multiple portfolios under their umbrella. VC investors are
experienced as financial and business professionals, who provide both financial and managerial support to the most innovative and
promising companies. In the relationship between entrepreneurs and VVC investors, these investors do not merely serve as providers of
financial resources; they actively contribute to the growth of companies by engaging in management, strategic marketing, and business
planning. The success of VC firms is influenced by a variety of factors and achieving this success often appears complex and elusive.
Identifying the Key Success Factors (KSFs) for VVC firms is essential for conducting an internal environment analysis during strategic
planning. This identification not only establishes a basis for measuring the performance of these firms, but also enhances the focus and
intelligence of investments at a macro level. This study aimed to present a framework of KSFs for VC firms within Iran’s innovation
ecosystem and offer a comprehensive method for identifying these factors. Specifically, this research sought to answer two key
questions: first, "What indicators define the success of VC firms?" and second, "What factors contribute to the success of VC firms?"
A review of the literature indicated that previous research had addressed aspects of these questions. Therefore, this study, building on
the findings of Rashidi et al. (2024), aimed to complete the framework of KSFs for VC firms.
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Materials & Methods

This study employed a mixed-methods research design. Initially, the "meta-synthesis" method, along with "interviews", was used to
identify the success factors and indicators for VC firms. Following this, a thematic network of these factors was developed through
"thematic analysis", resulting in a preliminary comprehensive model of the success factors and indicators relevant to VC firms. In the
next phase, the themes identified through thematic analysis were ranked based on responses from VVC experts, utilizing completed
DEMATEL questionnaires. This process determined the influence, impact, and significance of each category of success factors. Finally,
to establish the KSFs for VC firms, several fundamental themes endorsed by experts were analyzed using the TOPSIS method. Through
expert feedback, a two-dimensional matrix of option-indicators was created, ultimately identifying 5 KSFs for VC firms operating in
Iran.

Findings

The results obtained from the interview process and meta-synthesis were categorized through thematic analysis. In response to the first
research question, 23 organizing themes and 11 global themes were analyzed and classified into 3 broad categories: "Characteristics
Related to the Investee", "Internal Characteristics of the VC Firm", and "Environmental Characteristics". From these basic themes, 22
options were selected and refined for inclusion in the TOPSIS process based on expert input. For the second research question, 2 main
themes and 11 sub-themes were extracted. The main themes, "Financial Return" and "Strategic Impact”, served as input indicators for
the TOPSIS analysis. Based on the TOPSIS output, the top 5 factors influencing the success of VC firms in Iran, in order of significance,
were: 1) investing in motivated and capable founders, 2) establishing a network of connections within and outside the target industry
(including governmental institutions), 3) fostering trust and transparency between the founder(s) and the VC firm, 4) entering large
and scalable markets, and 5) developing the soft skills (such as negotiation, leadership, and teamwork) of VC firm managers.
Additionally, the DEMATEL technique indicated that the most influenced success factor was the "Investment Strategy of the VC
Firm", while the most influential factor was the "Resources and Connections of the VC Firm", which was also affected by other factors.
Furthermore, the "Investment Strategy of the VC Firm" displayed the highest degree of interconnection with other factors.

Discussion & Conclusion

This study aimed to comprehensively identify the success factors for VC firms by conducting interviews with industry professionals
and systematically reviewing the existing research. Utilizing soft Operational Research (OR) methods, we analyzed the relationships
between these factors and their prioritization concerning success indicators. The review of KSFs for VC firms in Iran revealed a strong
emphasis on Human Resource (HR) and interaction-based perspectives. Notably, 4 of the KSFs focused significantly on HRs and
interpersonal skills—an aspect often overlooked by investors, particularly those with backgrounds in finance and capital markets.
Ultimately, this research built upon prior models to present a new framework for identifying KSFs specific to the VC industry, which
may also inform future research. This framework encompassed reviewing the existing literature, conducting interviews with industry
experts, refining important success factors, prioritizing these factors, determining the KSFs, and evaluating the relationships between
these factors to support strategic formulation within organizations.
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Table (3) DEMATEL's direct correlation matrix
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Table (4) The final output of the DEMATEL matrix

R-D R+D D R

YV OYS Y/+AOFYA SOV V/EYAOA (CO1) Lpes o cams 5 4150
—NYTVE Y/FY4Y00 V/YVE¥Y WAIAA%Z (CO2) Ly S, 5 g,y 5 o pde
—+/VYTAA \VARELYas y/4Y14V Y/1AVA4 (CO3) LIS yeS sla S5
CVYYOA¥ 1/014) </FAAYO VAYSAD (CO4) (O N8l sla S
—+/50)QY Y/AYA00V \ANA V/+QYAY (CO5) 5 5eS el 5 o351 2l
—+ /VAAYS Y/OA4N OF \PAC\n%4 /Y0¥ (€C06) .. v =S 3 5Nl jmn (5351 2l
—+JAYV Y /oYY /£504) VYO8 (COT) 5w oS 13 (S 1 CoaSl 5y ke
—+/AYYOY Y/ 00 0f V/AYFV4 VAYYS (€CO8) .. v =S 3 ks
AFFENY Y/0 \VEY VYOV Y/VYENQ (€CO9) 5w w8 3 Sl )l 5 mlee

L@;TJ}.‘U d‘}'ﬁ‘.“ g\y@«gw\ww\ d\ﬁ.ﬁ ;MJQLA'ADJFR db\)jmj\:j c)‘)l.lm .k;‘j) L;jij‘)b}""" ).}

45&&‘)9 456);.19&;45&6@@ Jﬁl&d_}g{.&e);_g:)b b (_}a‘j_f«R-D LSJJA&))N)‘JI: fbj_.ij PO A

L u.pt_..a:o-‘éj.bu (}ob&o;ﬁbw\h&b M‘bdw)‘wégfubp)b;&&b&o)ﬁuw\h&b M‘b@.«;‘,ﬂ)uﬁx
(Wu & Tsai, 2011) coils Jshas wa 5 o o 15 0T 015 o 3l Jao Jle sl Jlde ol ST 55 s

® C9

0.8
® C4 ® Cl
0.6

0.4

0.2

R-D

0 0.5 1 1.5 2 &2 3 3.5 4
0.2

0.4

-0.6 ® (5

C3
0.8 ° (7 ® C3 Cé

R+D



0 OLSan 5 Sy alboses Ol ) oMol (50 55 pdy s ()1 wle o GOCS 5 i go S ol ge 681 1 b

Figure (1) The model of meaningful relationships of success factors of VC firms in Iran
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Table (6) The matrix of average opinions of experts
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