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EXECUTIVE SUMMARY

PP’ EXECUTIVE SUMMARY

Policy Direction for the Promotion of
Korea's Online Seafood Distribution

1. Purpose

» This study aims to find measures to vitalize the online

distribution of seafood products to increase the benefits of

producers.

- The scope of online seafood distribution concerns online
commercial transactions of all commercial processes transmitted
via electronic information. These commercial processes
include orders, deliveries, payments and fund transfers relevant
to product distribution between organizations (companies, public

or national organizations) between consumers in the B2C sector.

- This study largely consists of two parts; one that examines
the current status of online seafood distribution and the other

that seeks policy support measures.

Vii
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2. Methodologies and features

1) Methodologies

» The present study includes a literature review, consultation
with experts and a survey to find measures for vitalizing online

distribution of seafood.

- The literature review and consultation with experts were
conducted to derive the current status of online seafood

distribution, case studies and policy support measures.

- A survey was conducted targeting 40 producers and 500

consumers to understand the status of online seafood use.

2) Features

» This study aims to identify the current status of those
participating in online distribution and transaction within the

seafood distribution industry, while seeking support measures.

3. Results

1) Summary

» At present, South Korea's online transactions of agricultural,

livestock and seafood products accounts for a mere 2.6% of

the total transactions of online shopping malls. However, its

viii



EXECUTIVE SUMMARY

growth rate is fast, exceeding an annual growth rate of 20% a
consideration for further promoting the proliferation of its

growth potential.

- Factors driving the growth of online distribution include
changing purchasing patterns of consumers and active

investments by businesses.

However, online seafood distribution policy falls far short of

its fast growth so far.

-As of 2018, the Ministry of Oceans and Fisheries has
implemented just one policy project relevant to online
seafood distribution called ‘E-commerce consulting to

fishermen’.

Korea's online seafood distribution can be divided into three

categories depending on sales patterns. These include; direct
transactions with producers, transactions with existing

distributers, and transactions with new distributers.

- The category of new distributers is classified into two specific
types: large-scale mart and online specialty food shopping
malls. And the principal agents, the form of platform and

logistics are different.

- Direct transactions with producers reduce distribution
processes while enhancing the portion received by producers.
Therefore, it offers the highest benefits to both producers and

consumers compared with other types of distribution.

AYVININNS



- However,

new distribution businesses are the ones that

innovate and drive the online seafood distribution.

Principal of -
Type saFI)es Type of sales platform |Form of logistics
Individual . .
. . Parallel use of online and|Entrust to existing
Direct transactions | producer ora . L
) offline sale logistics
with producers group of . . .
(including open market) companies
producers
. L . Parallel use of online and|Entrust to existin
Existing distribution Individual . . g
. . offline sale logistics
companies businesses . . .
(including open market) companies
Use its own
Large—scale Large distribution
¢ g : Parallel use of online and|channel or entrust
mart corporation offline sale to existin
New | (online) (distributer) o istiosg
distrib g .
. companies
ution !
) ) Use its own
compal online |Small-and-medi T
. . . distribution
nies | Specialty um  sized
. . ) channel or
food companies  |Specializedin Online sale L
: o entrust to existing
shopping (distributer) L
logistics
malls New start-ups .
companies

Data : written by authors

» Those producers and consumers who have experienced online

seafood distribution are largely satisfied. Therefore, it is

necessary to support producers and consumers who have no

experience in online distribution to enter into the market.

- Producers that operate single shopping malls are generally

satisfied with online sales. However, promotional activities are



EXECUTIVE SUMMARY

necessary for further growth.

- Most of the consumers who purchase products online have

AYVININNS

already experienced seafood purchasing via the internet,
showing a largely positive response to future buying. In
particular, those who have experienced online purchasing at
least once have a tendency of buying continuously via the

internet once trust has been established.

- Those who have not experienced online purchasing pointed
out lower freshness during the delivery as a major reason for
not buying seafood products online. However, half of those
experienced online consumers also responded that they were
willing to purchase seafood via the internet in the future in

order to save time.

» For specific cases of promoting online distribution, the study

looked into agricultural and industrial products as domestic

cases, while studying China and the US as case studies.

- With regards to agricultural products of Korea, the Korean
government has implemented a policy for supporting the
online distribution of agricultural products in accordance with
the ‘Act on revitalization of direct trade in agricultural
products, including promotion of use of local agricultural
products’. In case of industrial products, relevant government
departments are working together to push ahead measures for

promoting the export of industrial products via online.

- Looking into China's case, the private sector is leading new

Xi



trends such as O20 business and ‘new retail’, while
expanding the online distribution of fresh products. In
addition, the government has actively implemented a national
policy for expanding the online distribution of seafood. In the
US, Amazon is making a huge investment in online
distribution of fresh products. Also, the country is actively
operating the Community Supported Fishery (CSF) which

provides help to direct transactions with producers.

2) Policy suggestions

» The study suggests the following four measures for promoting
the online distribution of seafood. These include; 1) strengthening
the safety of seafood during delivery process; 2) boosting the
sales power of producers; 3) increasing the opportunity for
promoting the brand of producers; and 4) preparing a support

system for vitalizing the online distribution.

- First, enhancing the safety of seafood during delivery requires
R&D for managing the freshness of a product, a certificate
system for fresh delivery and infrastructure for low-temperature

distribution.

- Second, the study suggests expanding informatization,
education and consulting programs of single shopping malls

to strengthen the sales capacity of producers.

- Third, it is necessary to build a database of single shopping

il



EXECUTIVE SUMMARY

malls as well as a brokerage platform of single shopping malls

by utilizing them. In addition, the study suggests cutting

AYVININNS

brokerage fees to allow producers to enter into other
platforms, which will make producers expand the sales

sources as well as being exposed to consumers.

- Fourth, building a support system for promoting the online
distribution requires a legal basis for systematic support. And
then, the study suggests organizing a private-public
consultation agency which will resolve difficulties occurring in

the process of online distribution.

3) Expected benefits including policy contribution

» The study intends to contribute to increasing the economic

benefits of producers’ of online seafood distribution.

- Online distribution is able to achieve a major goal of seafood
distribution policy which is to supply fresh seafood to
consumers and hence to protect welfares of both producers

and consumers.

-In particular, online distribution is able to reduce
mid-process between producers and consumers. This will
create an effect of increasing the income of producers while

promoting the purchase convenience.

xii
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FKMI—AofoiTH AL X Xt2E,, 2018, p. 83

30) XTIy, ZHa%, thiEARE hEgi Ik S EEE | 2018, p. 6, KO 2|0|2(2018), p. 83.
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