S H I R632 | 2011. 11.

EREE]
oI o ol
BB
%o n T
T o o

FJ o) o

- ~
<0 KO 50

T R Ao



~
g

—
T wK
o

~
XO
% o

<X
N Mo W

ERERE
o or T
TET
o i o
T o Ko

M ioR o
=<0 TO 50

T R Ao



i)
)
g

A5FE PFOE AF AH] Al vl gty kA Toll tig 2
7V F7vstal, AFEAGS o R o] 7h&stEd wel ALEAFA
et & 277 Frkska ok AR EAE FAMES BAHQ] £
Aol weh )=o) g sibEo] A FAEE 3] dEE B
T8-S I, 90 2NAE SAld BEE7] 93 FEAIE A =3)
Ho] FAHATG AFAAEE I F5 FFAED 7HE2AF o
3|4 1993 6¥FEH THHAOH, S22 tisiAe 2007d Fol & 4

715 AFoZ 2008 7E o]F thito] FujE o] gt

ARAFAAET hF EANAE FolA 7P SHHoR EYs o]
A3 JAAAE VAR Behn FAH EE RO A
£ 27 RE30 A% AAARANAEY 3o B BHORE 90%

A3 A% B ANR 9 BhE BAF0T BRA AR

o] ATE AVALAY AT H FAo F GG BASL, HEHY
2 2 B4 LS 2nlAe] 9aA QAT LT Av $HLS
oz GAAEAAEY FEEES AL 9T PHe ANGLA
FRAHU. o] A7 ARE AABAALY FF FATAZ FEH
1, 4% BAE B FAF AU P03 oY A vk A ge 3
17 @ Ao etk A7e] FolAFA 9% AR ojHE B
o $AFA QA T2 AEA PA=Un






iii

i)

of
Hlo

Hi
ca

\_lry!

Aot
s

-

foebe

AlZto g
< A7t
b5
4]

3 A

L.

S

=
&
1o

A 19934 6¥
Sl
S

O]

of o
2007 Fol& 4a17]
_ﬁ_
H| &
AA2] o o

2

g
Ko}
)=

=

=
Aol whE

A9] 0.07~025%, AMA AL ST HE FAuj7tA thH] 24~32%2 4
A9l

o 3

4,61891~7,446% Yoz &

It
Q
(S

2

gl

-

T

}

°
o

s

h s

QLN

=]

i A

goll o

Sttt

o

AR ZE7PE AHRE A
AMFEHF) 0] 61.1%, =4 LE7FF7)F 55.4%

_“gx
J 571

1t

2

2
=
o

&
4
F

A
ful

of AH8)
AAE £4S 9)
=

==
5

A A=
_‘):JL_
3%

A

Ay A
st

3 =qHgen, 243 o

2008 7¢¥ °o|F F8
_‘):JL_

2

A
A=7F AA G

2

g FB A

A3 el
10002 &

-
T

= 53.5~659% % °

o}
W

Mo
o

A

33

X
i)

JERS

frse

)

53.8%, TF4k0] 57.7% 010 eH, HA A7)

oS
17}

I

3

&
[¢]

=

2

I

=

b2 2t
A=y

o AulAe] SR ARG Y

fHete F2o) me} snlAe)

AAEE 84

i<

=3
=
it

A

]

I
p

o

bol7t AgAek

x

740 50% FEoz ulZabsudet

A&7t dodow A7

ol



A 7337t 36% = 7Y Bokar, 973 29%, HHAL

}

h s

AREA Ol o

v

N 21%2] o]t

Ho
<

)

HH

el
&
K
N
o}

4qr
v

K

M= AA
AR, FAAAGE DA, BAAAA

of A X vHth

0]

A 48780 o

2
] AlgE

b

dxt
zﬂo

A Al

hyA

AR == A

Aoz &g o

A

st
A

A=
==
)

2

|
F A
A

402 ool

k

@
9

A FAA

4

RER

o

i
=)

3 A AA N o

S

_(H

=

=

2733

s
-

1

Foh. AR AT A

S

3} o] B8

B4l -SNS

o

‘uNO
Hp
i
.Eo

!

s
ofi
Hlo

Q7F Jom, o= A

el
ol
=
o
el
N
Jvmo
&

—_—

X

3 3y 5

Al A

o eAR ol Hge

}

k)
pal

&l of

S

Zell Zpel 7k slef AHlA}
A= AE

]

8

2

A

p/] [e)
AEE

=

j
-
3t

w17
A1)

1t

2

al
K=}



AR 7F

1t

2

I

seh. 2404

S

2

)
=

S H 7}

<

il
<
22
o

A =

S

}

0]
pal

735l

]

o
R4

F

A
ful

Bk

=
25

FEF7t

-
T

B

of

7F ok A& QAT LAt BN BE Y5y ofE$-

& AA7F

K

)

B

=

)

of

=)

s

B
o
o]

7))
Hofo}

=
—..I.T

-

T

o] A7 Q. AeH ez
s)ge] ARFfAzHe] T

Aoz Uedth o4 JeERE 28da, FA GEAA, 42

-
T



vi

ABSTRACT

The Economic Effect and Utilization of
Country-of-Origin Labelling in Korea

This research was carried out under the objective of providing basic data
for future implementation of a differentiation policy for domestic agricul-
tural foods through an analysis of the operation status of the country-of-ori-
gin labelling system, its social welfare impact and influence on consumers'
recognition and purchase of foods, and the effect of enforcement on la-
bellng violations.

The country-of-origin labelling system was introduced in June 1993 for ag-
ricultural and fisheries products and their processed foods which are to be
distributed domestically, and for restaurants the system was applied starting
from beef for roasting in 2007 while the objects were expanded covering
major items since July 2008.

In order to measure the economic effects of the country-of-origin labelling
system, an equilibrium displacement model (EDM) was estimated for chili
powder, bean and bean curd, beef, pork and ham, and changes in social
welfare were analyzed. Analysis showed that distribution cost for coun-
try-of-origin labelling was 0.07~0.25% of selling price and the amount
which consumers are willing to pay was 2.4~3.2% of selling price. Even
if we consider administrative cost and fixed cost for the operation of the
country-of-origin labelling system, the increased amount of net social wel-
fare was analyzed to be 461.8~744.6 billion won.

The results of a questionnaire survey conducted on a population of 505
consumers revealed that the consumers had high interest in country-of-ori-
gin labelling for agricultural and fisheries products, whereas they had low
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interest in the country of origin of processed foods and restaurant foods.
When consumers purchase foods through the internet, the degree of check-
ing country of origin was significantly lower compared to the case of buy-
ing foods in the market. The levels of consumer's intention to pay by coun-
try of origin were analyzed to be 61.6% for Chinese bean ('Seoritae') and
55.4% for Chinese chili powder taking Korean origin as 100. The levels for
bean curd made of imported bean were in the range of 53.5~65.9% which
were in the order of bean curd made of Australian bean) that made of
American bean) that made of imported bean) that made of Chinese bean.
In the case of beef, beef of American origin was 53.8% and Australian ori-
gin was 57.7% while the price of imported pork which consumers intend
to pay was 50% levels, which were in the order of that made in America )

that made in the Netherlands ) that made in Chile. Young consumers' level
of intention to pay for domestic products was relatively low for all the
products. Even in the case of same country of origin, consumers' evalua-
tions on country of origin were different depending on items. While the
country-of-origin system contributed to the forecast of safety and quality,
its credibility was evaluated to be insufficient. As to the method of activa-
tion, reinforcement of punishment for the violating traders was the highest
at 36% and reinforcement of enforcement (29%) and announcement of vio-
lations (21%) followed in that order.

The results of an analysis on the data obtained by the enforcement staff of
National Agricultural Products Quality Management Service revealed that
the business type with the highest proportion of enforcement cases was res-
taurants, taking up 54.7% in the total number of enforcement cases in 2010,
and the companies which were subject to the most enforcement were large
discount stores that recorded an annual average of 15.2 cases of such
enforcement. The result of a calculation for an optimum strategy for en-
forcement by calculating the Nash equilibrium under a mixed strategy re-
vealed that, at a low level of penalty, the probability of violation was sig-
nificantly reduced at the time of increase in penalty whereas, at a high level
of penalty, the increase in penalty was significantly slowed down. While
the probability of actual enforcement was higher than that of optimum en-



viii

forcement in the case of general restaurants and meat-eating restaurants
where enforcements are intensively conducted, the probability of enforce-
ment in the case of small portion sellers, feeding service materials supply-
ing companies, and producing companies and others was significantly lower
than the probability of optimum enforcement.

As the country-of-origin labelling system was proved to increase net social
welfare, it is necessary to implement measures to activate the system con-
tinuously in the future. In order to activate the operation of the coun-
try-of-origin labelling system, the scope of application for the system
should be improved while creating the base for operation. And also it will
be necessary to review the method to re-establish the standard for coun-
try-of-origin labelling for agricultural and fisheries processed products
based on the target items of agricultural and fisheries products on a mid
to long-term basis, while adjusting the target items reflecting the trend of
food consumption on a short-term basis. For the activation of the coun-
try-of-origin labelling system for mail orders, it is necessary to take meas-
ures such as education of relevant industry on detailed implementation pro-
cedures in the form of a manual, expansion of publicity targeting consum-
ers who use mail orders, and intensification of enforcement utilizing a cy-
ber enforcement team. In order to create the base for operation of the coun-
try-of-origin labelling system, education programs targeting children and
youth should be intensified because the consumer's intention to pay for do-
mestic products is lower if the age is younger, while activating the publicity
to children and youth utilizing the internet and SNS which have high
accessibility. Together with enforcement, it will be necessary to implement
expansion support policies, such as the expansion of the selection of superi-
or companies for country-of-origin labelling, and the connection of the sys-
tem to a pertinent system, such as the product history system and quar-
antine system, should be improved. For the improvement of the coun-
try-of-origin labelling system, it is necessary to prepare an improvement
plan in consideration of companies' burdens. For example, the 'imported
product' marking for processed foods not only violates the principle of
marking for imported country but also does not satisfy the preference of



iX

consumers due to big differences in the consumers' evaluation on country
of origin. And also the status of country-of-origin labelling for raw materi-
als of processed food and the marking method should be reviewed for
improvement. In the case of restaurant and delivered foods, it is necessary
to provide active guidance and publicity, such as reviewing the regulation
for marking referring to the cases of the violation of marking and preparing
and distributing guidelines for diversified marking methods to restaurants.
In case the items which are from different countries of origin are mixed,
a detailed method should be reviewed so that the item with higher pro-
portion should be marked first while prohibiting to mark as 'domestic pro-
ducts' in case a certain level of domestic products is not reached. In the
case of kimchi, it will be necessary to collect the opinions on the method
of marking the country of origin for major spices while considering the
method of marking as 'domestic products' only in case all spices used are
domestic products. As the regulation for country of origin for attached beef
spare ribs may be difficult to understand from the standpoint of consumers
and as there is the possibility of confusion and misunderstanding, it is nec-
essary to consider the method of specifying that the attached beef spare ribs
are excluded from beef spare ribs processed products when defining 'beef
spare ribs processed products' in the pertinent official notifications. In case
imported livestock is raised for a certain period of time domestically and
is distributed domestically, change should be made to clearly indicate the
country of birth and the country of breeding. For efficient operation of en-
forcements, it is necessary to consider the method to distribute joint en-
forcement works of the Ministry for Food, Agriculture, Forestry and
Fisheries and local governments depending on the nature of the work. As
the manpower for enforcement of country-of-origin labelling for fisheries
products is insufficient and the target companies are considerably dupli-
cated, the integration of management should be reviewed on a mid to
long-term basis while specifying the guidelines for joint enforcement works
on a short-term basis. As the performance of enforcement is decided based
on the level of punishment and the number of enforcement, a detailed plan
should be established based on a proper analysis of penalty, fines and the
number of enforcements to achieve optimum performance of enforcement.



The level of penalty should be raised for efficient enforcement. As enforce-
ments have been intensively implemented reflecting the interests of con-
sumers in the case of meat, the probability of violation is estimated to be
less compared to other foods, whereas enforcement should be expanded for
processed meat products including spiced meat. The necessity to intensify
enforcement on small portion sellers, feeding service material suppliers and
producing companies by the target business type was raised. From regional
standpoint, enforcement in the Gyeonggi Province region needs to be in-
tensified further considering the distribution situation of the companies. In
order to expand the base for the enforcement of country of origin, an in-
formation-sharing system among pertinent institutions should be established,
and it is essentially needed to cultivate experts for the enforcement of coun-
try of origin, to ensure efficient operation of special enforcement teams and
to expand the base for scientific analysis.

Researchers: Kyei-Im Lee, So-hyun Cho
E-mail Address: lkilki@krei.re.kr
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1996 163 30 921 - - -
2000 508 - 1,500 - - -
2001 507 - 1,642 500
2002 508 - 1,499 - 593 -
2003 508 - 1,491 - 601 -
2004 608 - 1,359 - 618 -
2005 2,258 - | 14,386 - 838 -
2006 5,186 - | 19,059 - 1,108 -
2007 5,305 143 | 19,359 316 | 1,113 64
2008 5,730 148 | 18,565 316 | 1,157 63
2009 4,810 177 | 17,220 225 | 1,903 50
2010 4,821 218 | 14,140 237 | 2,504 105

. Wb A2 9] 437
T ARAS | AR | A8AS | AR | A8z
1995 1) 3,610 -
2000 392 126,547 343 108,538
2001 469 165,033 709 55,659
2002 382 129,991 683 69,663
2003 448 126,655 97 30,287
2004 607 146,720 44 13,793
2005 572 230,800 10 3,850
2006 627 250,199 3 2,300
2007 1,196 318,366 -
2008 1,064 260,388 -
2009 576 260,000 -
2010 454 240,300 -
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7HEAA G FERAE WY E ARMAZAIAE o|PHFol A A
A deral] gl AREAE ST ATid o FEE, T, 1%
74, A7), A7), T FHEE 12000 dAS F5 A 607H HAE
oz zAElg o, BE 9 SRS HHagch A a7
ARAHA T 55 2AR AT {E5DS AT 93, 7HEHL 28
2 fredAdl tg o] T dART B2 Ao YEsth f54
Aol B&S 7 Bol Y2 7)Fe AWAAEAZ AZF 5.63] Fxo|th
I 2-12. AKX oY A ek A
o9 3
TR & 7484 HA A
FEEA R 1.0 1.2 1.1
A| A} A] A 5.6 1.2 2.9
A o] oFEet A 14 0.3 0.8
ZxB| A A 0.9 0.0 0.4
FEes 0.1 0.0 0.0
g 9.0 2.8 5.2
Ag: 2011 SFHFERAATL A ZACHAA 12070, FE5HA 6071)
H# 2-13. A9 stk Fd
a4 %
TR 7484 &4 A7)
o 8.3 28.1 15.6
of 2. 91.7 719 84.4
g 100.0 100.0 100.0
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ANAFA AT 714 2 FAF R 7FEHGA(23.3%)S EQA(30.4%)
B Ao thdt TR} wE FES AXSATHE 2-14). T Ul E2E

7FedAe A5 AR BEE AR MF Hl T 7R 240 vE

& H(198%)%, FEAAE o8 7@l Ao G AA} 2 A
% 2 9

E AH283%) 5 FAHoR <lAsta YUtk
QAR FTAIAZ O] & AE TH 53 #AHste A HrsE FASH
A 7HEAS} AN T Zolrt e ASZ YEET. @

Aol WalA 7 dAdA = Ave H7E o7 A v, 59
A Boe ool X A Aoz EAETh A4k fRE A
o X e 7 dAdM = < aA aZeh= F7E SAsY, 74

E 2-14. AMXEAME EXHH

=

=9 %
TR ted | frEd A7)
& Sl UF B 7.0 43 6.1
FrAA7E & <td 16.3 283 20.4
AF T T v vE 19.8 15.2 18.2
ouk Al AW 3 33} 116 174 136
Aol tiet SR} W& HH 233 30.4 25.8
H&o]l & wA] e 9.3 2.2 6.8
Aol okd} 1.1 0.0 0.8
SUAE} ]lake] Aol of g 35 0.0 2.3
7)€} 8.1 2.2 6.0
7 100.0 100.0 100.0
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2009 108,230 91.9 8.1 337,988 94.2 58

2010 119,572 934 6.6 411,444 95.1 49
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