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Analysis of the Consumer’s Intentions and Effects on the Introduction of Kimchi
into a Geographical Indication System in Major Export Markets
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Korea Rural Economic Institute, Korea

Abstract

Although Kimchi is a Korean traditional food, domestic consumption has been decreasing steadily and the trade inversion
phenomenon has reached a serious level due to the surge of Chinese Kimchi imports. Moreover, cases where foreign Kimchi
is transformed illegally into Korean Kimchi are frequent, which impedes the expansion of Korean Kimchi exports. To sustain
the Korean Kimchi industry in a situation where the domestic and overseas conditions are deteriorating, it is necessary to
positively review the introduction of Kimchi into a geographical indication (GI) system. This study examined the intention
of foreign consumers to purchase Korean Kimchi with GI and analyzed the impact on the trade balance. Approximately
42.8% of 500 Japanese consumers answered that they would purchase Korean Kimchi with GI and they were willing to pay
7.8% more than the present price. Approximately 78.7% of 300 Taiwanese consumers replied that they purchase it and
would pay 25.1% more. In addition, Japanese and Taiwanese consumers reported that they expected to increase their
Korean Kimchi purchases by 21.9 and 22.4%, respectively. Based on the survey results, the effects of the trade balance were
measured using the methodology of a preliminary impact assessment using the KREI-KASMO model. The trade balance of
Kimchi is expected to improve slightly at an annual average of 11.718.6 million US$ to as much as 27.7~35.8 million US$.
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<Figure 1> KREI-KASMO Model flow diagrams
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<Figure 2> The impact of the introduction of Kimchi into Gl on exports
YDd is domestic demand curve and De is overseas demand curve for Kimchi before the introduction into GI. P is an equilibrium price and Q is an
equilibrium quantity where total demand curve (=Dd+De) intersects with supply curve (=S). Q is total consumption before the introduction into
GI, which is Qd (=domestic consumption) plus Qe (=overseas consumption)
2Dd’ is domestic demand curve and De’ is overseas demand curve for Kimchi after the introduction into GI. P’ is an equilibrium price and Q’ is
an equilibrium quantity where total demand curve (=Dd’+De’) intersects with supply curve (=S). Q’ is total consumption after the introduction
into GI, which is Qd’ (=domestic consumption) plus Qe’ (=overseas consumption)
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30-39 95 (19.0) 68 (22.7) A AHFAA =9 Aloll= FHE7F gitolofof st
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<Table 2> Change in purchases upon the introduction of Kimchi into Gl unit: %
Intention of purchase expansion
Sample Yes No Total
Yes Expanded weight No Total
Average 428 403 219 59.7 100.0 572 100.0
Male 418 35.0 27 65.0 100.0 582 100.0
Gender
Female 438 456 213 54.4 100.0 56.2 100.0
Japan 20-29 355 423 16.5 577 100.0 64.5 100.0
30-39 421 385 16.8 615 100.0 579 100.0
Age 40-49 398 39.1 225 60.9 100.0 60.2 100.0
50-59 479 432 2238 56.8 100.0 52.1 100.0
60 and over 470 392 26.8 60.8 100.0 53.0 100.0
Average 78.7 470 24 53.0 100.0 213 100.0
Male 76.0 51.8 219 482 100.0 24.0 100.0
Gender
Female 813 426 228 574 100.0 18.7 100.0
, 20-29 76.8 34.9 21.1 65.1 100.0 232 100.0
Taiwan
30-39 75.0 353 17.1 64.7 100.0 25.0 100.0
Age 40-49 80.0 577 359 423 100.0 20.0 100.0
50-59 82.8 585 38.0 415 100.0 172 100.0
60 and over 787 459 136 54.1 100.0 213 100.0
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<Table 3> Reasons for purchasing Kimchi with Gl unit: %

Better taste because the  Better quality because of

Safer because of the

Provide consumers with a

Country  main ingredient is from  the Korean'govemment Korean g9vemment D T — - Others Total
Korea certified. certified

Japan 42.1 24 224 11.7 14 100.0

Taiwan 28.8 16.5 35.6 19.1 - 100.0

*The number was calculated only for consumers who answered they had the intention to purchase Korean Kimchi with GI.

<Table 4> Willingness to pay for Korean Baechu-Kimchi with Gl

Country Standard (A) Willingness to pay (B)  B/A
Japan 1,000%/1kg 1,078¥%1kg 7.8%
Taiwan 100NT$/300g 125.1NT$/300g 25.1%

*The ‘standard’ is the price of Korean Baechu-Kimchi at present,
and the ‘willingness to pay’ is the price relative to the ‘standard’
when the Kimchi is introduced into GI.

<Table 5> Scenarios for the analysis on the trade balance effects

unit: %
Demand growth rates
Scenarios Other
Japan Taiwan .
countries
No introduction  p fine 0.0 0.0 0.0
into GI
Introduction into  Scenario 1 21.9 224 0.0
Gl Scenario 2 21.9 224 222V

DIn scenario 2, demand growth rate in other countries is applied to
22.2%, which is the average value of Japan and Taiwan.
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<Table 6> The method of calculating the coefficient (Bs) unit: %

Overall Kimchi

Scenarios Baechu- Kimchi"
Japan Taiwan The others Total

Scenario 1 12.3 (=56.3%21.9%) 2.0 (=9.1%22.4%) 0.0 (=34.6%0.0%) 144 13.4

Scenario 2 12.3 (=56.3%21.9%) 2.0 (=9.1%22.4%) 7.7 (=34.6%22.2%) 22.0 20.5

DThe increase in demand for Baechu-Kimchi is multiplied the increase in demand for overall Kimchi by the percentage (=93.1%) of Baechu-

Kimchi.



<Table 7> Estimated effects of Kimchi with Gl on trade balance

x| X2IHBAN =Yo a0t 24 173

unit: ton, thousand US$, US$/kg

Scenarios ’19~21 02~24 2527 2830 3133 Avg
quantity 3,652 3,824 3,961 4,086 4,199 3,944
export value 11,891 12,129 12,258 12,331 12,353 12,192

unit price 0.00 0.00 0.00 0.00 0.00

export unit quantity 385 404 425 447 415

price fixed import value 435 436 449 465 457

unit price 0.00 0.00 0.00 0.00 0.00
trade quantity 3,239 3,439 3,557 3,661 3,752 3,530
. balance value 11,392 11,694 11,822 11,882 11,888 11,736

Scenario 1 -

quantity 3,652 3,824 3,961 4,086 4,199 3,944
export value 27,481 28,031 28,328 28,495 28,543 28,176

unit price 0.52 0.51 0.50 0.48 0.51

consideration of quantity 385 404 425 447 415
willingness to pay  import value 435 436 449 465 457

unit price 0.00 0.00 0.00 0.00 0.00

trade quantity 3,239 3,439 3,557 3,661 3,752 3,530

balance value 26,982 27,596 27,892 28,046 28,078 27,719

quantity 5,797 6,070 6,287 6,486 6,665 6,261

export value 18,878 19,257 19,462 19,578 19,612 19,357

unit price 0.00 0.00 0.00 0.00 0.00

export unit quantity 612 642 675 710 659

price fixed import value 691 693 713 739 726

unit price 0.00 0.00 0.00 0.00 0.00

trade quantity 5,459 5,646 5,811 5,955 5,602

) balance value 18,086 18,566 18,769 18,864 18,873 18,632

Scenario 2 -

quantity 6,070 6,287 6,486 6,665 6,261

export value 36,310 36,692 36,906 36,967 36,494

unit price 0.52 0.51 0.50 0.48 0.51

consideration of quantity 612 642 675 710 659
willingness to pay  import value 691 693 713 739 726

unit price 0.00 0.00 0.00 0.00 0.00

trade quantity 5,459 5,646 5,811 5,955 5,602

balance value 35,619 35,999 36,193 36,228 35,769
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