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Abstract

Proposition of a Practical Hybrid Model for the Valuation of
Technology

Park, Hyun-Woo" - Nah, Do-Baek™ - Park, Jong-Kyu™

Economic value of a certain technology is of great interest and importance
in a wide variety of investment circumstances. These vary from companies
considering investing in R&D projects, to venture -capitalists funding
start-up companies. However, such valuation is extremely difficult in any
case, and the cost of failure can be very high.

Many techniques have been proposed to assist managers facing this issue,
from traditional discounted cash flow analysis to more recent methods based
on real options. In the meantime, the discounted cash flow method has
limitations in applying the valuation of technology. At the same time, there
have been various solutions to overcome theoretical problems of the method.
Real options have been thought as a solution. However, there are another
problems in using them in real world.

This paper reviews the previous studies on the valuation of technology in
several aspects, discusses the practicability of the various methods available,
and explore the application of a hybrid model, which aims to make these

rather aore the ideas more accessible to practicing managers.

Key Words : Valuation of Technology, Net Present Value, Discounted
Cash Flow, Real Option, Hybrid Model
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