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ABSTRACT

Mid/long-term Development Strategies of Food Industry to
Create New Added Values in Agricultural and Fisheries (Year
1 of 5): Centering on Structure and Changes of Food Industry

As a long-term project spanning over five years, this study was carried out
to provide basic data required to conduct research on the food industry and
to develop relevant policies going forward. The aims of the study include
(D deriving current issues of the food industry and its downstream/up-
stream sectors and (@ and proposing development strategies to materialize
a high-value-added transformation of the agricultural and fishery industries.

Given its characteristics as a preliminary analysis, the first-year study is
mainly intended to examine macroscopic changes in the structure and prop-
erties of the food industry by analyzing structural changes and market per-
formance of each sub-sector of food industries such as food processing,
distribution and food service sectors. Moreover, in this study, we aimed to
select processing sectors for the second-to-fourth year studies by investigat-
ing the linkages between the food industry and its downstream/upstream
sectors after studying the connection between the food processing sector
and the agricultural industry and consumers' evaluation of domestic
products.  Although previous food industry researches had been frag-
mentary and partial, we differentiated this study from other studies since
we broadly analyzed changes in the industrial structure of the food dis-
tribution sector as well as the food processing and food service sectors,
with diverse statistical raw data.

For our analysis, we categorized the food industry into food processing,
food distribution and food service sectors, and then subdivided each sector
into businesses according to the Standard Industry Classification. The food
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processing sector generally had substantial influences on agricultural, for-
estry and fishery industries (which provide raw materials). Meat processing
and dairy farming, in particular, vastly affected the livestock industry. The
food processing sector had minimal impact on other businesses due to high
contribution of final consumers to product sales, whereas the food service
sector's influence on production of other businesses was nearly 2.5 times
the overall industry average.

Within the food processing sector, meat and grain processing businesses
contributed much to the shipment amount and value-added. Beverage and
seasoning processing businesses contributed much to the shipment amount
and value-added despite relatively smaller numbers of companies and em-
ployees compared to other businesses.

Companies with less than 10 employees occupied 55% of the total food
processing companies, while companies with 100 employees or more ac-
counted for merely 3% to the food processing sector. However, companies
with 100 employees or more generated 47% of total sales, whereas compa-
nies with less than 10 employees generated only 12%, This indicates prop-
erties of a paltry industrial structure.

In the food distribution sector, wholesalers account for 25% of total em-
ployees, 49% of total sales, and 34% of total value-added. General re-
tailers, on the other hand, account for 49% of total employees, 40% of to
the total sales, and 45% of total value-added. In the meantime, Korean
food restaurants dominate the food service sector, occupying nearly 60%
of total companies, employees, sales and value-added.

The food industry contributes 5% to the national value-added and 10% to
the number of employees nationwide. The food processing and service
sectors made the highest contribution of 2.5% to the value-added and 6%
to the number of employees, respectively.

According to our analysis, the food processing sector had the higher con-
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centration ratio than the manufacturing industry. The beverage and season-
ing processing industry, in particular, was found to have a relatively higher
concentration ratio as the top three companies in each business contributed
approximately 50% to the total shipment amount. The food processing sec-
tor ranked the first in labor productivity, followed by the food distribution
and food service sectors. Since the 1990s, the gap between food processing
companies of different sizes grew substantially because large-sized compa-
nies were able to quickly boost labor productivity. The total factor pro-
ductivity of the food processing sector is plunging, and according to mul-
ti-variable index analysis, its gap with the total factor productivity of the
manufacturing industry as a whole is further expanding. Labor productivity
is climbing in food processing in contrast to a declining trend in the food
distribution sector. A steady level of labor productivity is maintained in the
food service sector.

Our financial analysis of the food industry showed that the industry did not
have favorable growth, profitability and stability. Nevertheless, the recently
growing functional food processing and other food processing (such as
ready-to-cook for lunch boxes and other meals) recorded a relatively high
profitability.

In the food distribution sector, profitability of general retailers has been
gradually increasing. In the food service sector, the institutional cafeteria
business has been growing rapidly with a relatively higher profitability. In
addition, the R&D intensity of the food processing sector has recently been
surging, but the size of R&D efforts is clearly lower than the processing
industry's average, which appears to be in line with the aforementioned
drop in the total factor productivity.

We studied the degree of connection between the food industry and the ag-
ricultural industry (the downstream industry of food processing and food
service sectors) through domestic farm produce usage rates and raw materi-
al transportation passageways. In the food processing sector, domestic poul-
try, pork, red chilli pepper powder and Korean cabbages were highly used,
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whereas domestic rice, beans and beef were used relatively less since im-
ported raw materials were favored due to better prices as well as the con-
sistent quality and stable supply. Sales and raw material usage rates dis-
played a negative correlation, implying that large-sized companies used
more imported raw materials. The food service sector used a lot of im-
ported beef, poultry and seafood mainly owing to better prices and an in-
significant difference in consumer preferences to domestic and imported
seafood. According to our price sensitivity of processed food, domestic
food materials were favored if the price difference between domestic and
imported food materials stayed within 1.5x.

Given our analysis on the linkages between the downstream/upstream in-
dustries and the food industry, we found a considerable number of com-
petitive processed products made of only domestic raw materials in the
market. Based on our survey conducted on food processing companies and
consumers, we learned that domestic raw materials for rice cakes, tofu, fer-
mented soy paste, red chilli pepper paste and beef had competitiveness.
Thus, these food categories should be able to contribute to boosting farm
income by enlarging consumption of processed food if proper quality con-
trol and supply systems were established.

Our analysis results indicate that businesses related with the processing of
meat, grains, fruit, and vegetables should be capable of expanding pro-
ductivity and the value-added in the agricultural industry. Therefore, we
intend to continue studying these businesses in the second- and third-year
studies going forward.

Researchers: Ji-Hyeon Choi, Kyei-Im Lee, Kyung-Phil Kim,
Seung-Yong Gouk, So-hyun Cho
E-mail Address: jihchoi@krei.re.kr
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> The term “food system” is used frequently in discussions about nutrition, food,
health, community economic development and agriculture. A food system includes
all processes involved in feeding a population: growing, harvesting, processing,
packaging, transporting, marketing, consumption, and disposal of food and
food-related items. It also includes the inputs needed and outputs generated at
each of these steps.
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%7 33.7 120.1 [22.2 |72.7 |11.6 | 59 |11.4 |23.1 |21.1 |18.0 |34.4 |31.8 | 7.2 [13.2 |40.0
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I 42, AMEMEZYE SAA 72 ARAH 5 H|F, 2006
&2 %

= = N I S -

Ve | s | ks | T
191-991 3.8 135 5.9 18.8 34 2.0 58 | 53.2
1091-1991 3.0 55 3.1 5.1 2.2 1.4 3.1 235
2021-4991 3.0 3.2 2.3 25 1.2 1.2 2.1 15.5
5021-99¢1 1.3 0.7 0.6 0.6 0.4 0.4 0.6 4.6
10081014 0.9 04 0.2 0.7 0.3 0.2 04 3.2
Al 12.0 23.3 12.2 27.8 75 5.2 12.1 | 100.0
A5 BAA. 2006. "FGAZY 24, AAE B2 A
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*%4 ﬁ EE} 74,
8 NZAZY g BY ARY 2AF 9AFE F83590
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50 AFAMEY T

b1

AR B4 AT g

FAFA 1002] o1 AR A S 1L 3.1%0] Hlaked, S ARIA ) AL
A SE A AEAZYS 313%8 AT Yok FAHER TR}
FHe FAA 991 ol3) A LEUIF] 47 43%, 5.5%F A3

Qo] &R ALgge nguFe] AT ¥ 5] Ytk

ki

I 4-3. AMEMZYE SAA A2 H|F, 2006

@9 %
=X | 74 | B | 38 Ter
B = T © = Zu o
TE Az Az e | g [FTE] R gy |
191~921 1.2 4.3 1.8 55 1.0 0.6 1.8 16.1

1091 ~19¢1 2.0 3.4 2.0 3.2 14 0.9 2.0 14.9
2091 ~49¢1 4.4 4.7 3.2 3.6 1.6 1.9 3.0 224
5091 ~99¢1 4.4 2.2 2.0 2.1 1.2 1.3 2.2 15.3
100%1 o] % 9.3 3.3 1.8 9.7 2.3 2.1 2.9 31.3
Al 21.2 17.9 10.8 24.0 7.5 6.7 11.9 | 100.0

E 44 MEMZEZY SAA 29 ofE H|F, 2006

949 %

n ST R S I T - ISR L
TE gz e Az | e B FE | 4z |
191991 1] 15 ] 06 73] 05 ] 02 05| 116

1021 ~19¢1 2.0 16 0.8 3.7 1.0 0.4 0.9 10.4

2091 ~49¢21 4.7 2.2 15 2.2 1.6 1.5 1.6 154

5081 ~99¢1 7.2 1.2 1.3 19 1.2 15 1.7 15.9

10091 ©] | 145 1.9 0.8 13.7 6.7 6.6 2.5 46.8
Al 29.6 8.4 5.0 28.7 11.0 10.1 7.2 | 100.0
AR 0 TAH. 2006 "FAAED AL AA R BAEL




10031 o3 AIFA A FEEH = H717HA] viFo] 50%E ZHsta O
o, 727} 22 ARIAL S AEE = FrPER] 9] viso] 2 HAotE,
S8, 7JEE AxPe ujEdo) vl FBrprhx|e] niFo] & Akdo|t})

I 4-5. AMEMZY SAA 2¥ FIH7ER| BHIE, 2006

=9 %

, R N N
TE Az |4z | As [ aw |FE]FE | gy |
191991 08 | 14 | 06 | 41 | 05 | 02 | 06 | 82
1091 ~1991 1.4 14 0.8 2.4 1.0 0. 1.0 85

2091 ~49¢91 3.3 2.3 1.6 2.5 1.4 2.0 1.8 149
5091 ~99¢1 7.2 1.1 15 2.5 12 1.7 2.2 17.3
10091 o] | 137 1.8 1.0 16.5 6.6 9.3 2.2 51.1
Kl 26.4 7.9 55 28.0 10.6 13.7 7.9 100.0
A8 EAA. 2006, "FAAZA AL QAR B4 A

AFAZY FEE AN 8-S AR A7 Wl ARYA
Fe FH7H 2 AZAYY, A e 254, S3tdY PR s
SsAE 2 AEUGF Az vFo] /M Eoh A HelMe
FAEE7FE 2 AFAE Gl AAGA F, AR, S8k, R
o] FAAA 7HE E2 HFS AX A Ytk AAFE Y Welxe HA
ANa7ke B AGHYPY vFo] 5 92 fARIEFAZRYS HFEYG 2
€ A & AoZ etk ol T8 2 fAREAZRY Y] 3]
A thH] F77ER 9 BlFE 56% =2 AFAHY oA 7 FI7EA] vlFol
=t

FE7HEH HolA e 9, W, gAFAZHG] ZE oA HFo] 7}
A oo AMAA Fob E3td HolNe FEIFEAZRY, FAA F
77k HellAe W g FAREFAZGY HiFe] 7 HMAR ok x27
SAZYY SEAZRY HolAM e 2rs 9 WEAZYS vEESAeE
2 ASAzHe] BE FEAA 7P =2 HFE 2AS Aok 7]E 4
E2F AxY HddlXe ZAE 2 AAHE 2 AFAxRE0] BE EoA



52 AFAAY FEH3
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7V7bA 9] HlFo] 54% 2 AFANY T 7 HA =2 AoE Yt
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a9 A, W, 09 9
e At 4 AT | FAAT | EF5 | FEA
T=9] 211 13413 | 3317518 | 978,760
A SR 9 A 379 12564 | 3,096,398 | 970,268
7be |HEAE 2 AN ARAERY 104 10,159 | 5900,131 | 2,667,797
27 694 36,136 | 12,314,047 | 4,616,825
P s g7 2 AGAH YA 547 17,016 | 2,328283 | 895,938
e T B 2 A A 2 277 5720 | 519774 | 211,168
27 824 22,736 | 2848062 | 1,107,106
13 A a7 DAY 438 13699 | 1665814 | 696,319
e T 2 AR EA Y 75 2292 | 373079 | 210,184
27 513 15991 | 2,038,893 | 907,003
FEIVEEAZS 228 5498 | 2748708 | 641,005
an (AR R FRAES 29 1204 | 809,336 | 256,547
;E_ 9, AT A =S 431 | 19,106 | 3826945 | 2,128,876
° o E 2 fAREA S 75 7,028 | 1,861,327 | 796,258
27 763 32,836 | 9,246,316 | 3,822,636
A 24 4 560 | 941,416 | 296,436
U8 |2 E 2 "7 EA %Y 289 9,828 | 2809911 | 946,018
Az |58 9 AEdTAAEYA 69 1,855 | 1,312,007 | 377,096
27 362 12,243 | 5,063,334 | 1,619,550
HEEAes 2 dSA%xY 177 7,105 | 3,207,009 | 1,624,210
o= (AYtEd 28 1,767 | 691,445 | 186,088
A%z 2RI 85 2609 | 317,731 | 174491
27 290 11,481 | 4,216,185 | 1,984,789
2 g F A FA 2 22 623 | 283,165 | 136637
e A FAIZES 54 2012 | 487215 | 176,711
NaE TAg g *j‘/\}%ir“:]”%xﬂi%ﬂ 302 12,067 | 1424844 | 548846
A% 7d%££§ A3} FA =Y 85 2226 | 379,800 | 205,908
e 2 E A 2 Y 23 938 | 142,920 48,041
27 464 17243 | 2,717,944 | 1,116,143

D FAA 5 109 o3 AGES tdo @ EAboln, Az L 20079 FA
A, &3fel, BAH 427} Qo 2006 AEE A AT
A5: F7HEA XY (kosis). 2007. "FAAZH ZAH
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153%°l 23t vk FFam A B FAAE 290 olsk AFGAdel AL
e Q1YY HIFO] 21.6% 2 TR z}Oﬂ?jA HlFo] & 7hed AR
5091 o]d Al FAlShE Q9 HIFE 12.3%00 23 719E uTE

AR WFol FeHoE e & 5 Atk

o

%9 %
T & A= T4 R R Al
291 o]s} 6.3 21.6 19.8 477
381 ~9<l 9.9 10.2 4.7 24.7
1091 ~49<1 6.7 4.5 1.1 12.3
50¢1 o] % 2.6 12.3 0.3 15.3
Al 25.6 48.6 25.8 100.0

AZ: BAA. 2005, TMRI =Y F2AL 9AE 2 EH
AFEM AT LA WfEy B0 77} 492% 9t 40.3%E A
ATt AELAL WEY BFS 10.6%E AHGA S FAMA
g Hlg) wjEHFo] A Fas & F Ak A 5091 ol F
gamjele] Sl H|Fo] 20.6%E Bl FolA 7HF H|Fo] =
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AFEAA Y] T3 55
T 4-9. MERSY SAA w2E & H[E, 2005

@9 %
7 AEERY THEMYA AEam g Al
291 ofs} 7.5 74 6.9 21.8
391~9¢<1 20.0 5.7 2.7 28.4
1031 ~49¢1 15.7 6.6 0.7 23.0
5081 o] 6.0 20.6 0.3 26.8
Al 49.2 40.3 10.6 100.0

A2 FAA. 2005, "AHIAY FERAN 9AE 44T

ZHH oG & Aer UrEW
F7F7EA] Hlgo] 41.4%E 5091 o]

A1 B Mol B etk ole HEAEY FEAIA JHos
o vhlg Ak AR A9YAT] Be EAT Q7] BB RO

FIt7HA| HIF, 2005

@49 %
T R e THamY e 7
231 o]s} 8.2 164 16.7 414
30 ~9¢! 136 6.3 3.9 239
1031 ~49¢1 7.7 3.9 0.7 12.3
50¢1 o] % 4.2 18.0 0.3 225
Al 33.8 44.6 216 100.0

AR BAA. 2005. "ABI2=Y F2AH 4

g 7] AR
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B4 22 oIS 4] MFe] 215, B 99 o3} 8l ¥
FE 07.9%2 9AUE 2T AR MFo] WS Fe 54 A
A Pz

olth. ZAL} 5091 o] AF AFAAS] H|ZL AeEAlo) 004%, 213 7)E &
2lo] Z+z} 0.02% ]tk

E 411 AMY SAA 72 AGA = B[E, 2005

G9: %
- 7] &% 7

78 SN SRR R PR RO A A
2%1o] 3} 39.9 2.7 0.3 1.1 0.1 0.2 17.8 62.1
321-9¢1 24.6 2.8 0.8 1.2 0.1 04 5.8 35.8
1091-49¢1 0.9 0.1 0.1 0.2 0.0 0.2 0.5 2.0
5021 0] % 0.02 0.0 0.0 0.04 0.01 0.0 0.02 0.1
A 65.4 5.6 1.2 2.6 0.2 0.8 24.2| 100.0
AR BAA. 2005, AIEY FEA, UAR EAAH

FAb4 & 3-991 o] YA A4 FA 504%, 291 °]3}
oIE 35.6%7F FASKI Lo FAA 5091 ol AR At ol
22%9) $33teh. FAA 5091 o1 AL FAA HF L A
Aol 0.8%, 7IEEAH] 0.5% HES AL o] o5 94
FE ARGl AWHOR BES & 5 Ak /HeAHGY 3
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I 4120 AMYE SAAL T2 SAEA HIF, 2005

949 %
7 ¥ N SRR EDEE RO I S A
2% o]3 23.0 1.8 0.2 0.7 0.0 0.1 9.8 35.6
30 ~9<1 34.3 3.8 14 1.9 0.2 0.7 8.0 50.4
1091 ~4921 4.6 0.5 0.5 1.2 0.1 14 34 11.8
5091 o4 0.4 0.0 0.0 0.8 0.1 04 0.5 2.2
A 62.4 6.2 2.1 4.6 04 25 21.8 | 100.0

A5 BAA. 2005. "TAHAG F2AL YAE B4

W&o SRNNE FAE S0 vlstel 291 o5 A1) MFo] v

WAL, 10~499) FEG 5091 o1% T A vFol tha F7bsh
Gout FAE S5 o] 3~991 R AHe] v wFo] 50.5% 2
Mg Ee A0E vedth BE 949 F34 BFE AR
o wFo] FAA 5 vl vl ki Zvhekme ot 1 At vy
9, SAGE ABAZYAE 99 AL AdFes Aga 1

I 413, AN Y SAAL w29 of & H[F, 2005

@49 %
B, 7 71 7

78 SN SRR R PR RO I S A
221 o]s} 17.1 1.2 0.2 0.6 0.0 0.1 7.0 26.2
3%1~991 34.4 3.3 1.8 1.9 0.2 1.3 7.6 50.5
1091 ~4921 6.7 0.7 0.9 1.8 0.1 3.2 5.0 18.4
5021 o] 0.7 0.0 0.0 1.3 0.2 1.2 14 4.9
A 58.9 5.2 2.9 5.7 0.6 5.8 21.0| 100.0

A7 BAA. 2005, TAHI Y 2ZAL, AR B4
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291 ofs} AFFANN FEEH= 7}7P7<1 HjFo] e HFTHT £
Aoz Yehta glow, 3~9Q 7R AN FIbA Blse viE
HlE FARSE FEelt B 10~ 49°J TR} 509 o) FE A
BIl7bA) HlEL ufjE o) vlE)] 744 Aoz Jehta 9o, o B
£ 949 #3904 dwEoz ehta g

o 27

F 414, MY SAAL w2 FIEIHR| H|F, 2005

49 %
78 w34 | 2n [Aea| 0 28 0T A
291 o3 25.9 2.1 0.2 0.8 0.0 0.1 11.2 40.3
320 ~921 35.0 3.6 14 1.7 0.1 0.6 7.7 50.1
1091 ~4921 44 0.4 05 0.8 0.1 0.9 15 8.5
5021 o] 0.2 0.0 0.0 0.3 0.0 0.2 0.3 1.1
A 65.5 6.1 2.1 3.6 0.2 1.8 20.7 | 100.0
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I 4-15. AMEMZY FEY SAKAL B SHet

=9l %

i 1985 | 1990 | 1995¢ | 2000 | 20059 | 2007
SRy 9.2 11.8 18.8 19.2 20.8 22.1
TS 32.2 33.3 2567 226 189 179
7 6.2 6.8 8.5 8.6 10.3 114
FE7HE 38.2 34.3 30.9 25.5 254 229
U8 7.6 6.6 7.1 7.3 7.0 7.2
o5 5.1 5.5 6.2 7.3 6.4 7.0
71 16 1.7 2.8 9.6 11.3 11.6

HAFAZPAM F77HA] HFo] 7HE £ Fae FAHeARP R
19851 o] F FUIFAS Holi Slth = = 1

20073 71 Al 292%= A A 71E AFAEAY B SAE
Ap o} vRZIA 2 RIPRA TS0 WE2A Adsste] 1990 dtholl 2%l

Edst o, 20009 o] F 7% WFE FTFSHAH-
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