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ABSTRACT

Reform and Business Innovation of the National Agricultural
Cooperative Federation in Korea

The purpose of the study is to establish the business innovation strategies of
the National Agricultural Cooperative Federation(NACF). It is top priority to
revitalize marketing & supply business of the NACF, since it has been lost
money and dependent upon the profit generated by banking business. This is
also closely linked with the business of primary cooperatives, their
performances moving together. It is widely acknowledged that a prior
condition for revitalizing marketing & supply business of the NACF is to
separate banking division and marketing & supply division and then make
them operate and account independently.

The reason for academics and farmers' associations to request
separation of the NACF is that they believe the NACF has only put an effort
on fortifying financial operation, not paying attention on marketing & supply
operation, that results in less effort on promoting business activities of
primary cooperatives. A prior condition of separation is to build a foundation
of self-reliance for marketing & supply division. For this, an appropriate plan
to revitalize marketing & supply operation(business) needs to be set and
executed first. In 2006, the NACF proposed the plan to fulfill the task. If
business division is not self-supportive, separation wouldn't guarantee
independency of business division. On the contrary, its reliance on banking
division would be more severe hence the burden to banking division would be
bigger.

The Environment surrounding marketing & sales business of the NACF
has been changed and evolved rapidly. As the market powers of a handful big
hypermarket chains are growing with their market shares, small retailers as
well as wholesalers and the wholesale market have been shrinking.
Transaction patterns to link producers with consumers have been evolving
from the traditional method of auctioning to direct transactions preferred by
big hypermarket chains. On top of this, the market opening from trade
negotiations brought more imported agricultural products at lower prices.
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In order to accomplish the purpose of the study, we did the following;
First, analyzed the business structure of the NACF, then summarized the
current condition and problems. Second, evaluated the adequacy of the plan to
revitalize marketing & sales business, which was prepared by the NACF and
submitted to the Presidential Commission for the NACF Reform. Third,
analyzed why the NACF has been lost money at marketing & supply
operation then derived business innovation strategies to build a self-reliance
foundation. Fourth and last, came up with basic principle, system, and rule
modifying scheme for plan to revitalize marketing & sales business and
proposed our own plan coping with market opening of agricultural products,
and the change in marketing environment.

Researchers: Eui-Sik Hwang, Sung-Jae Park, Hogun Chong, Yongwon Cho
Research Period: 2006.6 ~ 2006.12
E-mail address:
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