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SUMMARY
(FE 2.4
I. Title

Commercialize and implement online direct auction system for increased efficiency of

distribution of agricultural products through ICT.

II. Research performance goals

Not relevant to this assignment.

III. Objective and necessity of business
1. Objective

e [nitiate a new distribution channel between farmers and small businesses through
ICT technology

e Commercialize a distribution channel that vitalizes the economy of farmers and
small businesses without any large investments into new facilities through ICT

technology.

2. Necessity

(1) Problems of the current agricultural auction markets based around wholesale
markets.

e Complicated distribution stages increase logistics fees and inevitably lead to

increased consumer prices.

e Farmers and small businesses are not allowed in the auctions which hinders

free market economy.

Price instability of agricultural products damages farmers and small businesses

in occurrence of imbalance of supply and demand.

Frequent loading and unloading of products after initial shipment deteriorates
merchantability.

e Inconvenient of having to be at a certain place and time in order to participate
in auctions.



e Inefficient work process due to outdated computerization systems compared to

other businesses.

(2) Problems of current wholesale markets and the necessity of implementing a new
distribution channel that improves past attempts of online auctions for agricultural

products.

e Reduction of distribution stages leading to lower logistics/distribution costs can

contribute to a stabilization of consumer prices.

e Farmers can get fair prices for their products and exhaust stock easier by

taking part in the pricing process.

e Competitiveness of small businesses will improve by taking part in the

auctions.

e Deterioration of merchantability of products can be prevented by reducing

distribution stages which will further allow a fresh supply of produce.

e (Cutting edge ICT technology will enable participants to overcome temporal and

spatial constraints and will provide an automated work process.

IV. Content and scope of research and development.
1. Plans to implement an online direct auction system for agricultural products
(1) Service development
(2) Commercialization of services
(3) Analysis of market and business viability
(4) Technology valuation of holding patents
2. Commercialization of online direct auction exclusive to agricultural products

(1) Phase 1: Develop an online direct auction system exclusive to agricultural

products.

e Real time auction server system

e Real time auction participation system
e Agricultural produce reliability system

e Exclusive payment system for agricultural products



e Exclusive shipping system for agricultural products
e Big data analysis system
e External linking system

(2) Phase 2: Empirical tests for the verification of distribution services of agricultural
products.

e Primary empirical test: Sign MOU with over 40 farmers and 20 small
businesses on more than 20 items to participate in the testing after the
development of the online direct auction system exclusive to agricultural
products.

e Secondary empirical test: Have over 100 farmers and 50 small businesses to

participate in tests after the enhancement of the online direct auction system.
e Improve system on the basis of the primary and secondary empirical tests.
e Improve shipping and payment systems.

(3) Phase 3: Initiate a new nation—-wide ICT distribution service that can reduce the

distribution stages between place of production and small businesses.

e Expand scope of online direct auction system to all agricultural products
distributed within Korea.

e All farmers and small businesses are allowed to participate

e Promote and educate farmers and small businesses on the online direct auction

system with the joint effort of local governments and related organizations.

e Utilize big data accumulated from the online direct auction system to estimate

and analyze supply and demand of agricultural produce.

e On go advancement of system for nation-wide services.

V. Results of research and development

1. Plans for the commercialization of the online direct auction system

Classification Details Method Results
Data research and Work out service
D evelggg?gg of Service Scenario meetings with field | features
managers (requirements)




Inquiry of farmers,

small businesses, W,
: ! ork out a draft
and auctioneers in

Service usability the middle-aged proposal for service

class about the design

usability of service
Application of

Service screen scenario and
usability report

Work out detailed
service screen

Work out data

Contents of Data research and specifications of
agricultural meetings with field | agricultural _
products managers products for online
auction
Develop auction
. - server and
I[))r%\gg%rgent of II))reostlog_gtr}l’paend realize smartphone
application
prototype

Confirm

Meetings with appropriate method

Methods of online current and former

auctioning ; and process for
o auctioneers online auction
Commercialization Conf
of Service Meetings with don irm ¢ of
Exclusive Nonghyup and eve op?en do tnew
payment system Woori Bank I\?&%’ﬁniﬁ) plilo ch
managers Bank nghyup

2. Analysis of market and business value
(1) Definition of market

e The market for the online direct auction for agricultural products aims to
provide a win-win ICT distribution channel between farmers and small

businesses through mobile devices free from temporal and spatial constraints.
(2) Characteristic of market

e There has been past attempts of using a smartphone in place of Electronic
Auctions in some state-owned wholesale markets, but none have tried using the

smartphone for online direct auctioning.
(3) Feasibility of business

e We have analyzed the system through self-evaluation of our technology, and at
the same time have set more detailed goals. As a result, plans of system
enhancement and big data accumulation are considered feasible due to holding a

leading position in technology.

e Also, being exclusive to agricultural products, the online direct auction system

_10_



is predicted to enter swiftly and stably into the market, easily recruiting
participants along the way. This system will be the first of its kind, and if it

successfully garners the confidence of the participants market entry will not be

a problem.

(4) Profitability Analysis

e Net present value is greater than zero, if it deems profitability , NPV of this
assessment are expected 331 billion greater than zero margin .

e Internal rate of return is greater than the decisions of 11.75% NPV discount rate
when calculating the profitability , IRR is a large enough margin is 17.19%
11.75% more are being considered in the assessment

e Investment rate of return is determined that there is a greater than 100% of

profitability, we believe that this is a profitable ROI in this evaluation is greater
than 100% to 415.6%

3. Technology valuation
(1) Evaluation of Technology factor
Final Evaluation of Technology factor is 44.41% by below method

Technology industry factor (%) 63.44 %

Each industry factor(%) 70.0 %

Flnal Evaluation Of Technology Technologyfactor = Technology idustryfactor X Fach € dustryfactor

factor(%) 4441 %

(2) Value of Technology factor
Final Value of Technology factor by below method

Value of Technology factor = Business value of Technology x Technology factor

(3) Evaluation result of Technology valuation

Prime variable Estimation or result
Economical life of Technology 453 Year (The basic date : 2016. 4. 30)
Net Present Value (NPV) 3,310 one million won
Technology factor 4441 %
Value of Technology 1,470 one million won

VI. Research results and utilization of accomplishment

_11_




1. Research results

(1) Development of service plan and production of prototype completed.

(2) Verification of service market and business viability analysis completed.

(3) Valuation of intellectual property through technology valuation completed.

2. Commercialization plans

Year

Technical Scheme

Commercialization

IS'year (2016.0772017.06)

e Develop online direct
auction system exclusive
to agricultural products.

e Preliminary verification
of commercialization via
closed beta.

e Commence primary
empirical test.

e Hold business
information sessions and
gather opinions.

e Achieve sales goal of 8
billion won.

2Mvear (2017.0772018.06)

e Enhance auction system
through primary
empirical test.

¢ Enhance exclusive
payment and shipping
systems.

e Commence secondary
empirical test.

® Recruit farmers and
small businesses for
nation-wide services.

e On-site education and
promotion.

e Achieve sales goal of 30
billion won.

3"year (2018.0772019.06)

e Enhance auction system
though secondary
empirical test.

e Accumulate and analyze
big data system for
estimating supply and
demand of agricultural
products.

e Commence nation-wide
services.

e Expand online education
and promotion alongside
on-site education and
promotion.

e Achieve sales goal of 60
billion won.

3. Technological expansion plans (training and promotion)

(1) Promotion through empirical tests.

(2) Hold business information sessions by making regional rounds during empirical

test.

(3) On-site collective education and promotion alongside online training and

promotion.

_12_




4. Plans of research and development post commercialization

(1) Lead standardization for the online direct dealing/delivery of other primary
industry goods.

(2) Will be able to provide a standard as preceding technology for the fishing

industry, livestock industry, and forestry when these sectors also implement online
direct dealing/delivery systems.

_13_
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