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ABSTRACT

A Study on Ways to Balance Rice Supply and Demand

As a result of a good harvest in 2009, the price of rice during the
harvest season of 2009 has fallen about 12% over the same period in 2008.
Farmers' groups claimed price stabilization measures. However, the
self-sufficiency rate of grains and soybeans stayed low at 26% and 7%
respectively while that of rice was maintained close to 100%. Thus, there is
the concern for distribution efficiency of resources. in order to balance the
supply and demand. for rice, a wide variety of measures were examined.

If the current policy for rice is maintained, the producers' price of rice
may fall to below %140,000 and #130,000 per 80kg in 2013 and 2018
respectively. As the producers' price falls, there is also the possibility of target
price falling to around W?150,000 and W140,000 in 2014 and 2019,
respectively. This situation conflicts with the farmers' calling of a target price
raise due to rising production cost. Also, the producers' price received,
including direct payment, may fall to ¥147,000 in 2014 and ¥138,000 in
2018 from ¥170,000 in 2009. This is the reason why rice farmers respond
sensitively about the price drop.

If the target price gets fixed, rice cultivation area will decrease and,
therefore, the producers' price is projected to fall to around ¥110,000/80kg in
2019. Even if rice price drops, the price received, including the direct
payment, can be maintained at the ¥160,000 level. The problem with target
price fixing is that it would be difficult to work the direct payment program
for rice since the variable direct payment will exceed the AMS limit in 2015.
The variable direct payment is projected to exceed %1.51 trillion in 2015,
thus exceeding the AMS ceiling of #1.49 trillion. When the AMS gets
reduced due to the settlement of DDA negotiations, the direct payment
program for rice can be even more difficult to function.

The desirable way to approach this problem is to ease the payment
condition of "rice cultivating” while maintaining the target price. In many
other countries, policies are shifting to decoupled direct payments to stable
farm income. Since the degree of fall in the cultivation area of rice will be
larger than when only the target price is fixed, the production amount is
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expected to decrease. In the case of easing the condition of the variable direct
payment, the cultivated area of rice is projected to stand at 830,000 ha in
2019, a reduction of 24,000 ha more than when only the target price is fixed.
Since the selling price at farms is determined by supply and demand, there is
the advantage of allocating resources more efficiently. Even if the conditions
for rice cultivation are eased, it will not be a threat to food security since rice
cultivated area will decrease immensely.

Although the supply and demand for is balanced, there could be a
temporary oversupply due to weather conditions. If the harvest index exceeds
the level of tolerance (e.g. 3%), it is considered desirable to restrict the use
of excess rice and segregate it from the market. Even if an oversupply is
projected, this can ease the anxiety of market participants since it is possible
to forecast the amount of rice to be supplied to the market

It is analyzed that when rice price increases, the reduction rate of
consumption rises. To facilitate the consumption of rice, any measures
artificially raising the price of rice is not desirable. The market for processed
rice products has activated due to the high price and the problem of
processing technology.

Since the price of domestic rice is 5 times higher than that of wheat,
which is a substitute, and the processing cost, too, is higher by more than 2.5
times, there is a limit to utilizing rice as a resource for processed food
products. In order to expand the demand for rice for processing, the price of
rice to be supplied for processing has to fall to the level of wheat. In
addition, providing rice to underdeveloped countries in food aid should be
positively considered.

Researchers: Park Dong-Gyu, Kim Myung-Hwan, Kim Tae-Kon, Song
Joo-Ho, Kim Tae-Hun, Choi Ik-chang

Research period: 2009. 11. - 2009. 12.

E-mail address: dgpark@krei.re.kr
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a2 3-5. Mg MU(MHSHES XExH 2ksl<decoupled>)
# 9 /80kg
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a2 3-6. HESAEZ X2 XN 2(decoupled)
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O & L5o] hAZE vl Eorg HFEHEF AFZ2HS 93}
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AlskaL AT 3-7 F2).

%

O 2008 +=ol| A A|ust= Ef 2&E HAHL 119 2,000haz il
7,000ha(1996, 2006'3)}X.t} 27+ 5,000ha & 11, 2008
=4t 39F hadt} A& 17F 4,000ha Fo]t). whahA

2 985 ¥ AU o= AE ZolE oz wedth

&ha
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[ |
1,200 +
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ERE

300 | (FE+EHRE
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Az BAA.
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AsAY B A2 Aiss Wl 20081 123
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51

A< 7l
Al e sl & ¢35 R 7t
L 28714 seete 39
TE 2008 2011 2014 2019
A u A A (ha) 950 915 897 835
A (A E) 4,408 4559 4,465 4157
AN8TQTHAE) 3,755 3,505 3,386 3,055
TMEFQTAHE) 582 682 755 819
A (HE) 690 821 720 720
19193 v FH(kg) 75.8 715 68.8 61.9
& 7Fu 714 (91/80kg ) 154,960 145,924 128,362 126,382
E7HrF 7 (9/80kg) 167,192 166,197 147,123 138,352
HEAEF(YY) 2,791 5,779 4,737 1,005
=3 714 (1/80kg) 170,083 170,083 150,705 140733
2. BE/MAS B B
T 2008 2011 2014 2019
A v A A (Zha) 950 915 897 854
A (A E) 4,408 4,559 4,465 4,254
ALLQHE(HAE) 3,755 3,505 3,386 3,085
TNEFLE(HE) 582 682 755 ]74
AL (HE) 690 821 720 720
1919 Z&H] ZH(kg) 75.8 715 63.8 62.5
&7l 74 (91/80kg) 154,960 145,924 128,362 110,187
73714 (9/80kg) 167,192 166,197 163,594 160,900
HE 2 EF(99) 2,791 5,779 13,576 20,737
=% 714 (/80kg) 170,083 170,083 170083 170,083
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3. Bx7H4 14, WedEE AF2d gise A4S
T 2008 2011 2014 2019
A v A A (3 ha) 950 914 886 830
At E) 4,408 4,553 4,415 4133
AEFQTHHE) 3,755 3,503 3,367 3048
NEFRLEH(HE) 582 679 731 806
AL (HE) 690 821 720 720
1919 24 #Hkg) 75.8 715 68.4 61.8
S7FRvl A (1/80kg) | 154,960 146,907 136,678 130,576
S AA(Y/80kg) | 167,192 166,342 164,826 163,922
HEAES () 2,791 5,320 9,717 11,643
53714 (9/80kg) 170,083 170,083 170,083 170,083
4. BENA 24, AEF A 29
T 2008 2011 2014 2019
Al A (K ha) 950 916 899 862
A E) 4,408 4,560 4,478 4,291
ARTFQH(HNE) 3,755 3,490 3,332 3,009
NEFQLH(HE) 582 670 691 747
A (HE) 690 850 978 1,632
1919 2n HEH(kg) 75.8 71.2 67.7 61.0
s7FAm 714 (4 /80kg) 154,960 151,608 151,608 151,608
7 7HA (9/80kg) 167,192 167,039 167,039 167,039
HEAEE(9Y) 2,791 3,165 3,108 2,978
32714 (9/80kg) 170,083 170,083 170,083 170,083
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¥ 52 M EAHM
el HE E
21 2007 2008 200
= =Y = T = T
7 1,322 507 829 356 6,178 3513

3F 8 4 16 9 3,209 1,930
FAA= 17 7 13 3 797 478
= 876 333 285 115 701 396
g vh= - - 64 12 229 27
= - - 29 14 154 79
A7V E 2 - - 14 7 155 87
7}eL 2 - - 74 40 140 86
Hga= 50 16 69 30 110 56
olgtolnZE g} 4 2 3 1 94 57
7Nt 28 10 4 2 86 55
Szet - - - - 86 40
2 o] ] o} - - - - 59 33
A=Al o} 26 11 62 25 45 19
e et - - 31 22 46 25
Ao} AR 251 100 63 35 35 18
= - - - - 25 18
7ht - - - - 25 15

Folyo} - - 20 15 19 9
ol a7} - - - - 12 6
e - - - 11 2
712t E g - - 0 0 6 3
J = 7 2 11 1 6 1
e 49 20 22 8 4 2
ol - - - 4 2
27 - - - - 3 2
7Hg - - - - 3 2
ZERE - - - - 2 1
F YA - - 2 1 1 1
24 2 1 11 4 1 1
7] e} 3 1 36 12 60 38
FEHHEE /kg) 2.6 2.3 1.8

ZF 1) 20009L 1~11971A &A Y.
H(1006100000), ™3 1](1006201000), 23 1](1006202000), =2H(1006301000),

ZH2H1006302000), 24 7](1006400000)2] THA 4.
A8 59§ 3] (www kita.net).
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i[]
A st A o |, A zzes |,
: T AR Egs | SRS | ) :
(1,5002/102) : : :
|
: =]
P ol SXpA T
| ==on0m g
A A}
: = sxt =
: ! (30009/60kg) (30009W/60kg)
S
i (IS I
X2 O
. [4,00001/60kg] [3,00081/60kg]
M rrrererenareres ‘: Ao“tl.é EEEE M trereennareens ‘.. Ao"t"é EEEE M ererernnreres ".

21. 201 FE SHIHALE A5 2

—

O S-gyete} vp7tA =2 & 3R 714 (target price)’ & ARt AlA7HE A &
7t AFe] zlolE WA A E(fixed direct payment: FDP)¥} -5 A&
(counter-cyclical payment: CCP)Z X A3t}

- 71EAE WA 85%0] thete] wa=S AujetA fotx ARAES
HS AT AL QA 23] (de-coupled) & 788k T



O EX7F4L 100929 10598, TR EL 2359 E A FH o
2 o 1

zm . 2002~2007 20085 1™
(2002F4H) | 2008 | 20099 | 2010~2013
2 $/bushel 3.92 3.92 3.92 417
ST $/bushel 2.63 2.63 2.63 2.63
T $/bushel 2.57 2.57 2.57 2.63
k) $/bushel 2.24 2.24 2.24 2.63
7 €] $/bushel 1.44 1.44 1.44 1.79
4 3} $/pound 0.724 0.7125 | 0.7125 0.7125
2 $/hundredweight 10.50 10.50 10.50 10.50
B $/ton 495 495 495 495
o $/bushel 5.80 5.80 5.80 6.00
71e} 4 | $/hundredweight 10.10 10.10 10.10 12.68
2T $/hundredweight - - 8.32 8.32
A =g $/hundredweight - - 12.81 12.81
AdHolE]lF | $/hundredweight - - 10.36 10.36
g ggolelF | $/hundredweight - - 12.81 12.81

A} &: USDA, ERS(2002, 2008).

21. AL E 7SAH

.‘

O AT BE FRE ARERE §4F w1 Wl §14 U
AR, B AV §4 A ol ART S A FRES TAF

o 24 WA= Al=olt
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ool 2e/1009H¢- =

T THE THE FHE

o}k 2 6.12 6.07 6.60
A Lo} 6.12 6.04 6.44

o] A ot 6.12 595 6.70
u] A A] 5 6.12 6.04 6.65
)52 6.12 6.04 6.58
el A} 2 6.12 6.04 6.98
A= Fat 6.12 6.04 6.66

A} F: USDA(http://www.usda.gov).

O Z3x7143% §AZHA(LR) #tolE 1AZHEFT(FP)I HEHEFT (VPR
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