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KR Films – www.krmdb.com 
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	The business proposal for KR Films (한국영화) at http://www.krmdb.com,
 by Tom Chiu


	Daehan (the Great Korea) Cinema in Chungmuro, 
the “Hollywood” in Seoul, Korea.
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Foreword

The original intention of this assignment is to write a proposal for the e-commerce strategy for the chosen organization.  The organization I have chosen is KRMDB (http://www.krmdb.com), a website targeted to audiences in the Greater China region to provide first-hand and professional news about the movement in the Korean film industry.  When I go through the process to tackle at the crisis KRMDB is facing, I found that the problem cannot be solved by means of e-commerce strategy, as it is not the problem of strategy, but its financing and staffing.  In this report, I will try to brief about the findings when I investigate into the company.

Industry background

The Asian Financial Crisis on 1998 gave great impact to most business in Asia.  In Korea, the business environment for most industries became very difficult, except the movie industry.  The film industry has become the most energetic industry in Korea after the Asian financial crisis at 1998, and thus attracts big companies to invest into the market.  The average amount spent on each film has been increasing, due to the promising revenue generated when the film broadcasted.  (Refer to Appendix B for details.)  In East Asia, the film market used to be dominated by films produced in Hong Kong and Japan.  Both the two places, on the other hand, is not advantaged at the moment.  The high rising Japanese Yen, and the down-sloping quality of the Japanese movies let film distributors to look for alternatives to Japanese movies.  At Hong Kong, the unwillingness to invest by the owners of film companies suffocated their local film industry.  For these changes in the external environment, the Korean movie industry took the step ahead of Japan and Hong Kong and blooms.  According to figures from KOFIC, donation to the industry has been increasing steadily since 1997.  On 1999, the donation to the industry has increased to 17,943,020,740 Korean Won.  (See Appendix C)  That is equivalent to 15.1 million US Dollars.  Although the industry looks promising, they faced a major draw back in order to enter the world market: the langauge barrier.  The population of Korean speaking people is very low outside the Korean pennisula.  

KRMDB – an introduction

KRMDB is a newly established organization for HKMDB.  HKMDB (http://www.hkmdb.com) is one of the pioneer in Hong Kong to provide a complete database of Hong Kong movies on the Internet.  The website gained international reputation, as was always referenced by people outside Hong Kong.  Ryan, the Webmaster of HKMDB, is an enthusiastic in movies.  He is still the only representatives from Hong Kong in some major Asian Film festival in the world.  He is also one of the programmer of the Far East Film Festival in Udine of Italy.  Based upon the success of HKMDB and the widespread of the Korean storm, Ryan decided to setup KRMDB - a website running in the same way as HKMDB, but focused in Korean movie and targeted at the Chinese speaking community.

KRMDB, or “KR Films” (http://www.krmdb.com) started with three people only.  Besides Ryan, he invited his friends Eddie and Tom to join.  Eddie is a fan in Korean pop music.  He used to keep track with the news and development of the popstars in Korea.  Eddie speaks the best Korean among the three, and he plays a major role to contact others in their trips to Korea.  With a totally different interest, Tom is very interested in the culture, history and languages in East Asia, although his actual profession is a programmer in a local University.  His knowledge in Asian culture help others to explain about the rationale behind the behaviour of a character in a movie.  It helps others to better understand the contents of the film, and bridge the film closer to the ordinary audiences.  They all work for KRMDB on a part time basis, without receiving any salary.

KRMDB starts operating since January 2001.  Due to tight budget available, the new website need to share the server with HKMDB.  Tom worked for mainly the database interface, while Ryan and Eddie collected first hand information from the media in Korea.  Ryan is the Chief editor, and he is responsible for most of the editorial work.  The opening of KRMDB has attracted much attention by those who interested in Korean movie, as KRMDB was the first Chinese web site to provide complete information about Korean movies.  There is an English website (http://www.koreanfilm.org) for Korean movies, started by Ryan’s friend Darcy in Korea.  Darcy’s website gives more details than Ryan’s website, except it does not provide any information of the film in Han (Chinese) characters.  Han characters information of the actors and the movie name is essential to Chinese audiences, and KRMDB can supplement other English websites in this way.  In additional, there are some other personal websites in both Traditional and Simplified Chinese about movie stars in Korea, made by their fans.  However, the quality of these websites are not professional enough, that these information provided are usually not verified and sometimes wrong.  Some actors and directors in Korea have similar names that media relying on these personal websites often reported the wrong information to the public.

Current Situation

The completeness of information provided by KRMDB overperformed other local media in Hong Kong.  Some people started to steal the contents from them without any acknowledgement and request for quoting to them.  This has made Ryan and other members in KRMDB angry, as they paid much effort to write the contents in their website, without receiving any cents from others.  It is however, that these pirates are copying their contents for profit.  One of the copycat is even running a cinema line in Hong Kong!  (Although the pirated content is removed now.)  For these reasons, Ryan think about to move ahead of these copycats.  He wants to transform KRMDB into a website that others cannot easily imitate.

When Ryan reported the copyright infringement case to the local Customs, the officials in Customs suggested Ryan to update KRMDB more frequently.  It would be better if KRMDB can have a special column in their webpage and have new contents periodically, that the regulations applicable to magazines can protect them.  Besides, Tom told this case to his e-commerce lecturer, Mr. Brett King.  Mr. King suggested Tom to look for applications about “Syndicated News” on the web, as KRMDB can tranform themselves into a syndicated news provider.  The syndicated news platform allows them to organize multimedia data in an organized way, better manage their contact list, and can ease the delivery of their newsletter.  But what is more important will be: the syndicated news platform allows them to monitor the contribution by each member, and thus give a better tracking of the value exchange.  Ryan himself has studied e-commerce subjects as well.  His idea is to transform KRMDB into a platform between the Korean film companies and the general audience in the Greater China region.  This plan allows film companies and media from both Hong Kong and Korea to join KRMDB as a member, and contribute what they have. 

Value Chain

It is not easy to analyze the value chain for “non-for-profit organizations”, as there is no money transaction involved.  However, we can trace the value added to the data and to the environment, that we can trace back the source of value.  Although KRMDB do not earn a cent for living, the website is basically a B2C at the current stage.  They collect information from the Korea side, and translate them to Chinese for people in the Greater China region to read.  This is already a value-adding process.  Sell side transactions applied, and it is a customer oriented process.

Analysis

KRMDB do planned to make a column about interesting special topics in movies.  For the move to become a syndicated content provider, Ryan is not familiar about it and have asked Tom to look for further information.  For the plan to move KRMDB to become a platform between the film company and the media, Ryan explained Tom’s concern about the “disintermediation” as mentioned in Philip Evans’ “Blown to Bits”:

“Why Merrill Lynch lost market share to Charles Schwab and Charles Schwab lost market share to E*Trade, is because they rely on the middlemen.  For shares, people can buy share through the Internet and the back-end application in Stock Exchange.  It is however, that we are not middlemen, but we are the platform ourselves.  People in Hong Kong become Blind and Deaf when they go to Korea, and the Koreans are not good enough to talk with people in Hong Kong in English.  Yet, Korea is still not strong enough to attract businessmen to learn Korean to trade with them.  Therefore, since they do not have a common trading platform.  It is in such situation that our good connections in Korea can give help, that we allow people to trade their information on us.”

Syndicated Content Platform

It was about a week to receive the reply after Tom has sent his request to ScreamingMedia for information about their syndication platform.  There used to have a free syndication platform provider, but that company was purchased by Yellowbrix, and thus do not exist any more.  Up to the time when this proposal was writing, Tom did not receive any response from Yellowbrix about their “iSyndicate” platform.  So we will discuss about the platform provided by ScreamingMedia only.

ScreamingMedia suggested “Actrellis Integration Server” to KRMDB.  A copy of the original reply is placed in Appendix A.  This application however, is too expensive for KRMDB to afford.  They have checked the government, and the local loans from Small and Medium Size Enterprise is only one million maximum.  Since KRMDB is not a profit-making company, it is difficult to guarantee their future income and thus getting a larger loan.  A quarter million US Dollars are far too much for KRMDB, not even counting the installation and annual loyalty fees.  Therefore, they have turned down the idea of using a syndication platform, not matter how user friendly and how powerful the system is.  Tom said he would rather get a job at a latter stage and spent his time on programming the website at the time his contract expired on July.

Decision

After collecting information, the three young guys decided to leave KRMDB as it is currently.  It is however, that they wish to move from the current mode into the future exchange platform model.  At the current stage, they cannot afford the system.  It is however, they can select to employ some other people to write a similar platform in Perl, or Tom can write it himself.

Prologue

It was on 7-Mar-2002, while Tom was still rushing for this proposal.  He got a mail from his friend on Internet, as his friend has just come across something about Syndication Platform.  It was about a company called “Kinecta Corporation”, claiming they provide free syndication platform (http://www.kinecta.com).  Since Tom has already been late for this proposal, he did not pay a visit there.  But surely he will have a look at it, in order to ease the future effort to sustain their website.  Anyhow, fighting against big corporation is a hard job, and the effort to be made in the fast changing Internet world doubles the demand.  We all looking forward to see these 3 young guys harvesting their efforts.

Appendix A
Price quotation from Screaming Media

Tom:
 
Thank you for your inquiry.  Attached you will find 2 documents that discuss our syndication platform called Actrellis Integration Server.  The business terms of the product are as follows:
 
Software License:  $250,000 per CPU
Implementation:  Between 40 - 80 Hours at $250 per hour
Professional Services:  If Applicable
Annual Service and Maintenance:  20% of Software License
Annual Syndication Client Costs:  $20,000 a year per client.
 
Our contracts have 2 year minimums with upfront annual payments.
 
Let me know if you have questions.
 
Sincerely,
 
Shannon Murphy
 
 
 
Shannon Murphy

Regional VP of Sales

ScreamingMedia

22 Fourth Street, 15th Floor

San Francisco, CA 94103

Direct Phone: 415-369-4718

Fax: 415-512-2085

www.screamingmedia.com 

 

ScreamingMedia makes headlines: http://www.screamingmedia.com/en/press/
 

The preceding e-mail message contains privileged, confidential information. Intended conveyance is only to designated and named recipient(s). If you feel that you may have received this message in error or if you are not the named recipient, please notify ScreamingMedia at once at the sender's email address, or call 415.512.2080. Unauthorized use, dissemination, distribution or reproduction of this message is strictly prohibited and may be unlawful. 

 
Appendix B: Changes in Average Production Cost of Korean Movie
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	  Classification
	1995
	1997
	1998
	1999
	2000

	 
	  Total
	769
	1,000
	1,154
	1,462
	1,654

	 
	  Net
	692
	846
	923
	1,077
	1,154

	 
	  P&A
	77
	154
	231
	385
	500

	  
	* US$ 1 = KRW 1,300
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Source: KOFIC (2002), http://www.kofic.or.kr/english/database/statistics_012.html. 

Appendix C: Number of Films Produced and Imported
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	Year
Local film
Imported film
Directly distributed film
Local film / Total
1985
80
27
0
74.8
1986
73
50
0
59.3
1987
89
84
0
51.4
1988
87
175
1
33.2
1989
110
264
15
29.4
1990
111
276
47
28.7
1991
121
256
45
32.1
1992
96
319
57
23.1
1993
63
347
64
15.4
1994
65
382
68
14.5
1995
64
359
65
15.1
1996
65
405
53
13.8
1997
59
359
58
14.1
1998
43
290
67
13.7
1999
49
297
74
14.2
2000
59
359
79
14.7


	 


Source: KOFIC (2002), http://www.kofic.or.kr/english/database/statistics_014.html 

Appendix D: Korean Films exported in 1999 (by country)

	▶ 1999' 한국영화 국가별 수출현황
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	국가
 (Country, in Korean Sorting order)
편수 
(Number of Films)
비고 
(Note)
남미 (South America)
1  
거짓말 (may not be valid)
네덜란드 (Holland)
1  
거짓말 (may not be valid)
대만 (Taiwan)
15  
독일 (Germany)
3  
러시아 (Russia)
1  
거짓말 (may not be valid)
멕시코 (Mexico)
1  
거짓말 (may not be valid)
미국 (USA)
28  
미주교민 1, 캐나다포함 1
(1 for Canada, 1 for other American country)
브라질 (Brazil)
1  
거짓말 (may not be valid)
스리랑카 (Sri Lanka)
4  
스칸디나비아 (Scandinavia)
1  
슬로베니아 (Slovenia)
1  
8월의 크리스마스 (pay-TV)
(they bought “Christmas in August”, a very famous Korean film to show in their pay-TV system)
싱가폴 (Singapore)
11  
유럽 (Europe)
1  
연씨별곡
이태리 (Italy)
1  
거짓말 (may not be valid)
일본 (Japan)
16  
중국 (China)
8  
홍콩 7 
(7 of them are to Hong Kong indeed)
태국 (Thailand)
1  
8월의 크리스마스 (pay-TV)
(they bought “Christmas in August” to show in their pay-TV system)
프랑스 (France)
5  
에어프랑스 기내판권 4
(4 as Entertainment in Air France)
Star TV (필리핀, 중국, 대만)
Star TV, broadcasting to the Philippines, China (including Hong Kong) and Taiwan.
10  
Star TV
호주 (Australia)
4  
호주교민 1
(for Korean residents in Australia)
계 (Total)
114
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Source: KOFIC (2000), http://kofic.or.kr/main/cinemadb/2000-05.htm
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		1997		1997		1997
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  Total

  Net

  P&A
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77
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154
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923

231
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1077

385
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1154
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