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ABSTRACT

Effect of Rising Prices of Imported Agricultural Products
on Food Prices and Countermeasures

Recently, food prices have been highly fluctuating. In particular, prices
of imported agricultural products, e.g., cereals, used as raw materials for proc-
essed food have been soaring. This is predicted to put pressure on Korea’s
processed food prices. This study was carried out to identify the trend of
changing agricultural food prices, analyze the primary factors of rising prices
of raw materials for processed food fueled by rising prices of imported raw
materials and the effect of changing global raw material prices on Korea’s
processed food prices, and present a direction of countermeasures that could be
taken by the Korean government and the private sectors.

Chapter 2 of this report will describe the trend and changes in food pri-
ces and prices of imported agricultural products to review the primary factors
behind the changing prices of imported agricultural products. Chapter 3 will de-
scribe the proportions of raw materials by major processed food types to esti-
mate the effect of rising raw material prices on the processed food prices (the
cost) during the period from January to May 2011 based on an investigation
of food processing companies and the food price index. The effect of changing
global raw material prices in the first half of 2011 on Korea’s processed food
prices (the cost) in the second half will be analyzed with the Input-Output
Table. Chapter 4 will describe the effect of rising food prices on consumer
households and the psychology thereof by investigating consumers and house-
hold expenditure. Chapter 5 will describe the prospect of supply and demand
and prices of global raw materials in the future and possible countermeasures
that could be taken by the Korean government and the private sectors.

Prices of agricultural and fishery products of Korea have risen since the
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second half of 2010 to be 16.7% higher than last year in the first quarter of
2011. The prices of imported agricultural and fishery products were 32.5%
higher than last year's in the first quarter of 2011 due to soaring prices of glob-
al agricultural products. The prices of Korea’s processed food affected by the
prices of Korea’s and global agricultural and fishery products did not rise
much, but were 6.0% higher than last year's in May this year, showing a faster
speed of rise lately. Exemplary processed foods showing highly fluctuating pri-
ces since 2005 include processed cereal and meat products, oil, processed fruits
and vegetables.

The prices of imported agricultural products, e.g., cereals and sugar, con-
tinued to rise sharply from the second half last year to April this year and the
prices are still at high levels. The price of imported agricultural products is
highly fluctuating. The price of global agricultural products is rising as both
production and stock decreased while there is more demand from China and
India and the demand for energy, e.g., ethanol, is increasing. In the meantime,
highly fluctuating production due to abnormal weather is contributing to highly
fluctuating prices.

Major processed food are produced and processed with the mixed raw
materials of flour, sugar, oil and fat products, dairy products, livestock prod-
ucts, etc. An investigation of agricultural products of 15 food processing com-
panies shows that the cost of raw material accounted for 40~60% of the total
cost of producing processed food, and the types and proportions of major raw
materials were identified for each item. By using the relative importance of raw
material cost to total cost for each item, fluctuation rates of price of each raw
material as compared to last year, and raw material composition ratio of each
item, it was estimated how much the cost of processed food increased as raw
material prices changed (rose) from January to May. It was shown that the po-
tential rate of increase in the production cost due to increase in the price of
raw materials for each item is more than 20% for orange juice, processed meat
products (ham) and vegetable cooking oil, more than 10% for instant coffee

mix, instant noodles and soft drinks, and more than 5% for ice pops, instant
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noodles, breads, and confectionery as compared to last year.

The global prices of raw materials such as cereals and sugar increased
in the first half of 2011 compared to the second half of 2010: 43% for corn,
21% for beans, 14% for wheat, and 10% for sugar. According to the analysis
of the Input-Output Table, it is predicted that such rising global raw material
prices will lead the processed food prices (cost) of Korea to an additional in-
crease of 1 to 11% as compared to the last first half. In particular, it is pre-
dicted that the biggest pressure to increase price will be put on starch and sug-
ar (10.8%), followed by flour (9.9%) and oil and fat products (6.6%).

A questionnaire survey was conducted in early May, 2011 on 300 resi-
dents in the capital region to analyze the effect of psychological attitude toward
rising product prices on consumption. The response was that 68.7% of the re-
spondents thought that the price of food and non-alcoholic drinks increased the
most this year (January to April) and 62.0% said the rising prices of food and
non-alcoholic drinks was psychologically most burdensome. The level of psy-
chological burden over all items was higher in the low-income groups whose
income is below 2 million won than the group whose income is above 4 mil-
lion won. Consumption expenditure showed that the low-income group ex-
hibited higher increase rates of spending than the high-income group with re-
spect to the purchase of raw and processed products of vegetables, seaweed,
meat, confectionery and sugar, grains, fruits, fat and oil, spices and other foods.

In spite of the price rise, exemplary food products that showed either an
increase or almost no change in consumption were raw and processed products
of grains, marine products, dairy products and roe, vegetables, seaweed, sugar
and confectionery, coffee and tea, and other drinks including juices. It is con-
sidered that the result for coffee and tea and other drinks which are not essen-
tial food items reflects the recent increase in demand resulting from an increase
in income and changing preferences.

Consumers obtained price and shop information from leaflets (49.0%),
the Internet/smart phone (42.3%), shop advertisement (37.7%), and TV/radio

(21.7%). It was investigated that consumers reduced the purchase of a food
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product and bought a similar product from a different company when the price
increased by 5 to 10%.

It is predicted that global grain prices will continue to rise while fluctuat-
ing, thus significantly affecting the supply and demand and price of Korea’s
processed food and causing confusion in the consumer's expenditure. Therefore,
the Korean government and the private sectors should take measures and devel-
op schemes to stabilize the supply of imported agricultural products, produce
alternative crops, revitalize the related processing industry, enhance food assis-
tance for lower income groups, tighten the monitoring of food companies’ ac-
tions on prices, develop an observation system for global cereals and processed
food, etc. Meanwhile, stabilized supply of imported agricultural products will
be ensured through flexible application of quota tariffs, introduction of a public
reserve system, use of the futures market, and introduction of international co-

operation systems, etc.

Researchers: Yong-Sun Lee, Meong-Hwan Sung, Hak-Kyun Jeong,
Hye-Mi Jeon
E-mail Address: yslee@krei.re.kr
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4009H~500%F 4 =] 9t - 3.3 23.3 50.0 23.3 100.0 26.2
5009k ¢ o] - 0.0 105 73.7 15.8 100.0 27.0
2009 ¥ mqk - 0.0 9.8 48.2 42.0 100.0 28.8
4009F ¢ o] 1.7 16.9 61.8 19.6 100.0 26.6

F 1) 2007+ 9 mEke 1009k 9 wwke] HEI 10092009 4 w9k H[FQ] P X
<. 4007 9 o) T T
2) VR A E g o) 7AWtk JhEA 2 58 AHE Fosd

3) Ms 7 S84 HEEs Jholas HAAE ol &aA(TAF: 22994, p-value:
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E 413 £5Y, E24 250 daf LUls MolN DE5E
=% %

o = o =

S A I B L O R

e ow eo) | 2009 o mEk | - 0.0 98 | 482 | 420 | 288
T E 4009+ A o] | - 17 | 169 | 618 | 196 26.6
e 2008 ¢ wwk | - 32 | 176 | 433 | 359 | 275
- 4009+ 9 o) | - 00 | 133 | 566 | 284 | 273
Az-sz @ 7| 2000 & owwF | - 32 | 187 | 464 | 327 | 272
= 4009+ 9 o) | - 43 | 212 | 470 | 2715 | 265
$85 9 S7pz | 2009 9 wjw | - 32 | 165 | 429 | 374 | 276
AR 4009+ A o] | - 76 | 308 | 437 | 162 24.3
ol @ k| 2009 9 wwF | - 00 | 262 | 465 | 272 | 267
BN E 400+ 9 o) | - 00 | 384 | 454 | 146 | 247
2007 9 wwk | - 00 | 262 | 465 | 272 | 267

AETEAE 00w 9 o}% - 00 | 384 | 454 | 146 | 247
. 2008 9wk [ - 16 | 280 | 526 | 178 | 258
TP AE 4005 9 o)A | - 50 | 298 | 506 | 146 | 250
A @ wasp | 2009 9 owwF [ - 43 | 339 | 319 | 282 | 254
T E 4009+ A o] | - 53 | 394 | 332 | 222 24.8
PR 2007 9 Wk | - 11 | 333 | 454 | 202 | 256
4009+ 9 ol | - 43 | 513 | 394 33 | 26

e 2007 9 wwk | - 38 | 301 | 459 | 202 | 255
T 4009 9 o)A | - 50 | 539 | 284 76 | 219
_ 2007 9 wwk | - 16 | 297 | 491 | 196 | 258
A R 0n e e [ - 60 | 532 | 308 | 83 | 225
RIEREREREE 16 | 207 | 491 | 196 | 258

S kT T Y 60 | 532 | 308 | 83 | 225

F AEREAE Wl A2 AFA 1, w2 AFA 2 52 AdAR Fese] 7
]

0 254, B2 AWAZY s AWE A9, Axdx ¥ 2 ABE,
57 2 SAEAE B BRAE, FEABAE, L @ AANTHE,
FANENE, FE, AADG S5, 2R F B A25Fo)
1255 W8} 20AFAe] AX o EZo] ALFFeNA BFAY A
o2 HY
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g 3.3 17.2 53.0 24.8 1.7 20.3

¥ 414, &25Y EZY 2H[XEY HE
=% %
= nf] © = T 1=
s5 | OF e | of | = | | 45
YEE 2 f7F | 2008 o iRk 76 | 273 | 204 | 251 19.6 215
ZAE 4007t ¢ o] 17 | 146 | 418 | 344 76 22.1
o4 2008k & mwk | 191 | 273 | 219 | 148 | 168 189
K 4005 9 o | 17.2 15.3 265 | 327 8.3 20.0
Aa-slz 2 | 2008 Y owjEtk 71 | 213 | 297 | 235 | 185 21.7
VEE 4007t 9 o] 26 | 222 | 332 | 327 9.3 21.6
SHF 2 S7F | 2008 9 omvr 93 | 301 168 | 276 | 162 20.8
EAEA 4005+ ¢ o] 17 | 377 | 334 | 212 6.0 195
oF =@ Fab| 2009 Y owwk | 147 | 197 | 318 | 208 | 130 19.8
VASTOAE: 4005t Y o] 17 | 196 | 506 | 282 0.0 20.4
o e 2001+ 1 wjat 98 | 323 | 165 | 192 | 223 20.8
AT AR 4007 9 ol | 119 | 318 | 208 | 205 60 | 185
ety s 2001+ 1 wjgt 77 | 239 | 237 | 285 | 162 214
TE7hEAE s
4005+ ¢ o] 17 | 251 | 355 | 361 1.7 20.7
R O I s 92 | 245 | 308 | 26.2 9.3 20.1
T E 4007t ¢ o] 69 | 239 | 420 | 222 5.0 19.6
T 2001 1 wjgt 59 | 181 | 378 | 267 | 114 21.3
e e 4009 9 o] | 17 60 | 728 | 179 17 | 208
. 2001 1 wjgt 27 | 202 | 367 | 262 | 141 21.9
T 4008 9 ol [ 00 | 119 | 752 | 129 00 | 201
2001 1 wjgt 82 | 202 | 313 | 262 | 141 21.2
|
]
|

oo gz | Q0% AR 27 [ 207 [ 477 [ 186 | 103 | 209
o Tgoont Aol [ 17 | 239 | 530 | 215 | 00 [ 196

T e RTAE (gl Aavel kA 1, Aavel vheA 2 5 AHE Foste 7t

323 E7HEs Ui AR &8

rr

0 M B Y JRE $5}E B

= “FAAD 49.0%, ‘AE Y/ APEE
423%, ‘& W Fi’ 37.7%, ‘TV/H L
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0 & 3 #7 A%

O FAPPRI$} Global Insightol] &3}H, =Af71et 22/#+2 &2 2011

olFE A s AoE HEE.

- A7 2008 BlE G 92.69H E AP HUAE 7|58 3 2009
57.428MdE e, 20108 A RIE A
20209 11949 7HA] A &HQ AsAHE BY Aoz [y,

- 2008 HAE 7ISPYE DE/FE &2 20119704 ShEekdlE. 1
2 20123578 20153 74A] WA wEA A o] % 202019 7HA] ¢
Wk AsA7E A2 o2 A,

Ir

a8 5-1. =M ®77t § Eel/sE g dY

140 rle

120 | M "

1.2
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A} & EIA, Global Insight

O &7 52 3 A%

O FAPPRI®} Global Insightol] &]s}d, tjF 7 ]“ELZH_TL XoR 2010/11%_‘.:_ A
stehet % 202021970 #E3] dEshe A2 o 4. 2010/11d &
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29 Aoz AT, B, S54 TARLL 2010118 HAAE /)2
3 F 2011123 AF P S70] ASHow A8 Ao Auw,

E 53 T/ F2 M=z = dY

gl Wik ha, W7 E

pud

2009/10 2015/16 2020/21
A vl v A 226.66 226.21 227.16
A2k 682.65 700.55 728.03
ol NS 652.26 698.96 726.41
7] A a2k 197.60 190.33 196.54
7)) 18 30.3 27.2 27.1
A vl A 2] 156.68 161.12 161.89
A AFEF 812.34 893.51 947.19
&4 R 815.01 892.43 945.44
7] %A 315 145.16 149.19 154.79
7] %A 31 & 17.8 16.7 16.4
A v v A 101.86 105.80 108.74
A2k 259.99 277.73 298.05
ol NS 238.55 277.49 297.75
7] A 12 60.17 59.86 61.24
7) A 31L& 25.2 216 20.6

Z}&.: FAPRI, USDA
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A% o] ABE oL A% HEUEALAE FE2Y(food
stamp) A E65 =Y ool U5 FELHZAEY AP HAa5F2
AFTES FIANFHCEN dPhdes BRI &5 T3 HEA Y
SAolgte FAstA LS Bt A(HAE, 2007). FEZHE A
SR ARETAE Y 2 A EFE tig A tiay, FUpHASY &
3, & &3 5 o 7HA AT B H. =3 WTO A A
stoll A A 7 e FAF 7HE ot dstil® 7oA AL

0 27199 7AAAF] hd A5e} 2o 234 714

AF714, 53 A 4F T AR o] A3 Bold4E &0 g7l 9
a FEEIL E. o] BT F ok 719 1 BA o] BEAHLRE o] Fof
A JEA, F 7FY A, EAY Sl ek A (monitoring) 7k 719 3t
2 A I3 Y= AAStE EHE A 4 Jornz ErrgS 98 o
7141 ti-grete] 2 4 QS8
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AS85/Y24 &LHF HEE F3

63

FE 1. ASE/RA LH[XEY SLE(IER 2H|A
=49 4, %
ks A4
. '10,1/4 | '11,1/4 | =3E | 1014 | 11,1/4 | E=HE
i Az Az (a) Az | A=A (a)

= 17,481 18,487 5.8 15,254 15,444 1.2
FE7FEE 13,210 13,733 4.0 11,527 11,473 -05
wog HE 11,056 12,297 11.2 9,647 10,273 6.5
=5 41,747 44517 6.6 36,428 37,190 2.1
SR 34,495 34,400 -0.3 30,100 28,739 -45
SRIRARE 4514 5,200 152 3,939 4,344 10.3
SRl 39,009 39,600 15 34,039 33,083 -2.8
AR FsE 20,545 23,594 14.8 17,928 19,711 9.9
AT E 5,226 6,396 32.0 4,560 5,761 26.3
7|} A= 3,317 4,084 23.1 2,804 3,412 179
o] 7l 29,088 34,574 189 25,382 28,834 13.8
FAE 2 g 17,211 17,238 0.2 15,018 14,401 -4.1
A 2,398 2,684 119 2,092 2,242 72
I 2 HAbEE | 22528 24,764 9.9 19,658 20,688 52
A D AarbeE | 25,393 30,492 20.1 22,158 25,474 15.0
3z 9 sz s 4,036 4,289 6.3 3,522 3,583 1.7
A 2Bl % 29,429 34,781 182 25,680 29,057 13.2
T B AT 11,041 12,390 12.2 9,634 10,351 7.4
Zm) A 5,800 6,393 10.2 5,061 5,341 55
7| EFA F 5,237 5,879 12.3 4,570 4911 75
ZH| 57 B F 11,037 12,272 11.2 9,631 10,252 6.5
A9 2 A 4,630 5,105 10.3 4,040 4,265 5.6
T2 3 7EHEE 4,564 5,742 25.8 3,983 4,797 20.5
9] A H] 111,997 | 101,498 -94 97,729 84,794 -132

1) AZAe ASFRAL, B7HE 20AE7k2AK2005-100) ARE 247 o] &3t

gom 2uAEs} A5 OSYED. LNAENAS
HEE AZ9

3T (e}
FES

A& A3 (http://kosis.kr/).

T3] ol &,

TE WS
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FH
N
1>
mjo
Hu
I
1>
k>
[mny
>
IR
Qe
ol

dEQ@T? 28R

w4l 9 %

ke B
_ '10,1/4 | C11,1/4 | F3E | '10,1/4 | C11,1/4 | SRE
o Agd | AFY | @ | AFA | AFd | @

3= 15447 | 15,769 2.1 13479 | 13,174 -2.3
FETHEFE 14,887 | 16,905 136 | 12990 | 14,123 8.7
w5l w 16,143 17,702 9.7 14,086 14,789 5.0
T8 46,477 | 50,376 84 | 40556 | 42,085 3.8
S 41990 | 41,395 -14 | 36640 | 34,582 -56
SHRIbEFE 7,395 9,107 23.2 6,453 7,608 179
SR 49,385 | 50,502 23 | 43,093 | 42190 -2.1
A5 HEE 21,863 | 23,266 64 | 19078 | 19437 19
RN S 6,202 7,760 25.1 5412 6,483 19.8
7|e} AR 4,723 5,942 25.8 4,121 4,964 20.4
o} 7 32,788 | 36,968 12.7 | 28611 | 30,884 79
TAE 2 Y 25,189 26,584 55 | 21,980 | 22,209 1.0
A 2,875 2,757 -4.1 2,509 2,303 -8.2
Hd 9 HdrbEE | 29,126 32,765 125 | 25415 | 27,373 7.7
Az D AarbeE | 26751 | 33,301 245 | 23343 | 27,820 19.2
iz 2 AxTeE 4,371 5,084 16.3 3,814 4,247 114
e B 31,122 | 38385 233 | 27157 | 32,068 181
T R AR 16,734 20,638 23.3 14,602 17,241 18.1
ZH| A E 6,154 7,591 23.4 5,370 6,342 18.1
71 ERA 7,318 8,128 11.1 6,386 6,790 6.3
Zu 57 e F 13,472 15,719 16.7 11,756 13,132 11.7
Ay 2 2} 5,460 6,776 24.1 4,764 5,661 18.8
T2 2 7SR 7,442 8,823 186 6,494 7,371 135
Q] 2] H] 2639 | 21075 2.1 1000 | 17604 -2.2

T 1) AEdLe MsFEFRA, Erbe AvlAE7EERAR2005=100) A5 E 747 o] §-5)
Row AHAETE FAFE HEYES. AHIAETVIAF F5 TR HS
HEE AEd F5S TS o] &

A5 5 A% (http://kosis kr/).
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22X 3. AZSE/2A LHXEY ZUHEGEZH 2H[AY
s %
e A4
_ '10,1/4 | '11,1/4 ZE | 1014 | C11,1/4 | F3E
o Azd | AZY (a) ANEd | AEY (a)

3= 17177 | 15889 -75 | 14989 | 13274 -11.4
FETHEFE 16,168 | 18,094 119 | 14108 | 15116 7.1
w5l w 19,769 21,330 79 17,250 17,820 3.3
T8 53114 | 55313 41 | 46,347 | 46210 -0.3
S5 48,057 | 46,378 -35 | 41935 | 38745 -76
SHRIbEFE 9483 | 10,997 16.0 8,275 9,187 11.0
SR 57540 | 57,375 -0.3 | 50209 | 47,932 -45
A5 HEE 22,743 | 24,701 86 | 19846 | 20636 4.0
RN S 6,706 7571 129 5,852 6,325 8.1
71e} A ETF 6,012 6,533 8.7 5,246 5,458 4.0
o} 7 35461 | 38805 94 | 30943 | 32419 48
TAE R & 29,473 29,408 -0.2 25,718 24,568 -45
A 2,951 2,752 -6.7 2,575 2,299 -10.7
Hd 2 HdrbEE | 34,250 37,597 9.8 | 29887 | 31,409 5.1
A D AarkeE | 28351 | 33,223 172 | 24739 | 27755 12.2
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