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Analysis of Characteristic and Proportion treated by Distribution
Channels for Environment-friendly Agricultural Products

Choi, Byung-Ok + Kim, Ho - Lee, Kee-Hyun

Since organized living cooperative associations sold their environment-friendly
agricultural products directly to independent consumers in the past, the general
distribution channels such as wholesalers had difficulty in handling these products.
However, the ratio of distribution via wholesale channel has been gradually in-
creased as consumption of environment-friendly agricultural products has expanded.
This study is to address vitalization of wholesale distribution for environment-
friendly agricultural products by gathering previous statistical data and analysis. In
addition, statistical analysis are conducted by utilizing surveys on forwarders,
consumers for environment-friendly agricultural products. As a result, the products
producers ship are distributed through dealers at producers sites, producers
cooperatives, or food process companies, food companies, internet shopping malls,
large-scale distribution companies, consumer groups such as living cooperative
associations, direct outlets at consumers sites, or exports. Among the channels, the
large-scale distribution companies and franchised special shops account for 47%,
the general supermarkets 15.7%, and living cooperative associations 14.6% respec-
tively. By utilizing the research results on producers and consumers, and the
distribution weight by channels for environment-friendly agricultural products, the
distribution channels for living cooperative associations, wholesale markets, and
large scale distribution companies are compared and evaluated. As a result, the
level of producers’ and consumers’ satisfaction for them is the lowest since the
low selling price for producers and high distribution margins.

Key words : distribution channels, environment-friendly agricultural products,
large- scale distribution companies, living cooperative associations,
producers’ and consumers’ satisfaction
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Table 1. Number of surveyed farms produce environment-friendly agricultural product

(Units : Persons)

Area Number of surveyed farms Area Number of surveyed farms
Seoul 2 Kyeongnam 162
Busan 8 Kyeongbuk 115
Dacejeon 3 Chunnam 116
Gwangju 10 Jeonbuk 202
Daegu 2 Chungnam 142
Ulsan 4 Chungbuk 82
Gangwon 142 Jeju 158
Kyeonggi 118 Total 1,266

Table 2. Cultivation

area of environment-friendly agricultural product by item, by cultivating

way
(Units : 3.3m2(%8), %)
Area Portion(%)
Organic 69,840 5.4
Vegetables Low-Pesticide 2,500 0.2
None-Pesticide 179,136 13.8
Organic 207,310 15.9
Fruits Low-Pesticide 49,500 3.8
None-Pesticide 462,520 35.6
Organic 20,200 1.6
Fruit-vegetables Low-Pesticide 9,600 0.7
None-Pesticide 123,890 9.5
Organic 75,550 5.8
Etc (Mushroom etc) Low-Pesticide 2,000 0.2
None-Pesticide 98,370 7.6
Organic 372,900 28.7
Subtotal Low-Pesticide 63,600 49
None-Pesticide 863,916 66.4
Total 1,300,416 100.0
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Table 3. The main shipping channels of environment-friendly agricultural product

(Units : Persons, Ton, %)

Shipping channels Frequency | Volume Share
Living cooperative association (icoop, Hansalim etc) 54 742 8.6
Large scale distribution companies 27 430 5.0
Wholesale market 65 628 7.3
Producer Organizations 102 4794 554

(Agricultural cooperatives, Agricultural association corporation)

Food processors and Ingredients supplier (including school catering) 28 283 33
Direct retailing stores in consumption area 5 70 0.8
Online retailer (Home shopping etc) 7 51 0.6
Producer’s Internet homepage and Phone sales 185 1,516 17.5
Distributors in produce origin 15 102 1.2
Export 5 34 0.4
Total 493 8,652 100

* Multiple reponses exist
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Table 4. Surveyed consumer’s living area
(Units : Persons)

Area Responses Area Responses
Seoul 285 Kyeonggi 54
Daejeon 37 Kyeongnam 5
Daegu 68 Kyeongbuk 3
Busan 63 Jeonbuk 18
Ulsan 23 Chungnam 2
Gwangju 34 Chungbuk 14
Incheon 75 Jeju 1
Gangwon 20 Total 702

Table 5. The main purchasing channels of environment-friendly agricultural products consumers
(Units : %)

Channels Purchasing share
Living cooperative association (icoop, Hansalim etc) 16.9
Large scale distribution companies 28.7
Direct retailing stores in consumption area 13.1
Online retailer (Home shopping etc) 10.7
Producer’s Internet homepage and Phone sales 15.5
Supermarket and Traditional market 15.1
Total 100

* Response every channel respondent used

AV FAE DA AFRAA FAE A fu
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Table 6. Estimation methods of share of distribution channels
(Units : 1000 Ton, %)

Channels Volume Share Methods

Producer Organizations 830 55.4 | » Shipment volume : Producer Survey

 Share : Statistical Yearbook of agricultural products
wholesale market, seoul agro-fisheries & food
corporation internal data

Wholesale market 333 22.2 | * Inflow : Producer & Distributors in produce origin
survey

* Outflow : Gangseo school catering center handling
volume, large scale distribution company survey

* Share : share of organic processed food in total
environment-friendly products market

Food processors and 150 10.0 * Inflow : Producer Survey

Ingredients supplier * Outflow : school catering & consumer organization

handling volume, share of delivery volume to large

scale distribution company

Large scale distribution 704 47.0 * Share : estimation using share of delivery volume by
companies ’ distribution entity and consumer survey

» Share : estimation using share of delivery volume by

Supermarket 235 15.7 o ]
distribution entity and consumer survey
» Share : estimation by supporting amount to school
catering
. * Inflow : estimation using data that Gangseo school
school catering 52 35 ) .
catering center supporting amount, amount of marke-
ting firms in common of the primary cooperatives,
share of processed food in school catering
* Share : share of volume handled by living
Living cooperative 219 146 cooperatives
association " | » Inflow : producer survey, share of volume handled by
consumer organization
Online and Phone sales 270 18.0 | * Share : Producer Survey
Direct retailing stores in
. 12 0.8 | * Share : Producer Survey
consumption area
Export 6 0.4 | » Share : Producer Survey

Total produce 1,500 - -
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Table 7. Main shipping channels of commission merchants in Garak wholesale market
(Units : places)

Mass consumer
.. Living
. Large scale Traditional

Sale Food Super- D1r.e.ct distribution | School | market | “°°P°" Export | Total

retailing . . ative

processor | market stores | companies catering
and SSM

Responses 11 28 25 11 29 24 9 5 142

* surveyed 86 commission merchants in Garak wholesale market and multiple responses exsist
source: KREI Report(2014)
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Large scale
———————— o4 —| distribution 47.0
1.2 Distributors in . companies
produce origin 08 6.2 || (47.0)
12 \_“—j i
73 y | Wholesale market [ / Supermarketand | 157
141 r (22.2) 0.3 Traditional market
Producer — (5.7
Organizations 21 \‘
(Agricultural school catering | 3.5
554 CESE?L?E:ZI& a0 > (3.5) Consumer
Producer association 67 L3 (99.6)
corporation) Food processors and ’
(100.0) (554 Ingredients supplier
3.3 N (10.0)
14
85 Living cooperative 146
association
Online (icoop,Hansalim etc)
retailer(Home 18.0 (14.6)
shopping etc) i
(18.0)
. Direct retailing stores in 0.8
L4 consumption area L —
0.4 08 Export
(0.4)

* Wholesale, retail distribution channel include organic, pesticide-free, pesticide, but in stages of
production, by producer survey, responses accounted for less pesticide limit exists.
** When calculation of the proportion of school catering, based on handling amount because of data limit.

Fig. 1. Handling volume by distribution channels
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Table 8. Main shipping channel of environment-friendly products and comparing channels
(Units : %)

Distribution channels 2008 This research
. Producer Organizations (Agricultural cooperatives,
Produce origin ] o . 46.9 554
Agricultural association corporation)
Wholesale market 10.6 222
Wholesale . :
Food processors and Ingredients supplier 10.0
(including school catering) '
Large scale distribution companies 50.0 47.0
Supermarket and Traditional market - 15.7
School catering - 35
Consumption Living cooperative association (icoop, Hansalim etc) 20.0 14.6
Producer’s Internet homepage and Phone sales 15.0 18.0
Direct retailing stores in consumption area 15.0 0.8
Export - 0.4
Total 100.0" 100.0”

-2 Calculate only distribution share of consumption level
Source : 2008 data, NEWMA(&F 2] #4115 A7) report (2008).

Consumption data, ministry of agriculture food and rural affairs (2013)
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Fig. 2. Producer’s satisfaction by distribution channels (out of 5)
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Fig. 3. Consumers’ satisfaction by purchase channels (out of 5)
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Table 9. Characteristics & pros and cons by shipping channels of producer
Channels Characteristics Pros Cons
» Stable secure of
Large scale N . .
L . distribution channel * Low reception price
distribution * Stable, high preference ] ] o
. » Stable price * High logistics cost
companies .
* Selling large volume
Living * Stable secure of * Low price of contract farming
cooperative * Stable, high preference distribution channel * Small volume
association » Stable price * High logistics cost
* Selling large volume * Environmental differentiation
regardless of quality disapproval
* Stable secure of ] ) )
Wholesale o * Fast payment and * Intensified price fluctuations
distribution channel but . . .
market . security in IPO auctions
unstable price .
* Stable secure of * Received lower than market
distribution channel price
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Table 10. Characteristics & pros and cons by purchase channels of consumer

Channels Characteristics Pros Cons

. * Because the value of the
Large scale * Trust quality and

. . co-0op trust * Expensive
distribution stability but . . o
. . * Superior quality and safety | < Not varies items
companies expensive . . .
* Continuous relationship
L . * Acquisition of retailers
* Accessibility, shopping ease )
o ) o higher profits
Living cooperative . o * Varies items .
. * High reliability . * Expensive
association * Payment can be conveniently

* Many PB, Not sure

and earn points
producers

. * Impossible indication of
* Near distance . .
origin and traceability
* Easy to approach but | ¢ Cheap . .
Wholesale market L . * Selling with general
low reliability * Help enable small business .
agricultural products
management

* No purchase benefits
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Table 11. Lettuce, tomatoes, strawberries, apples, citrus fruit prices conditions
(Units : won, %)
Item Channels Prices farmers Retail Price Rate O.f farm
received receipts
Large scale d1§tr1but10n 4,500 6.000 75
companies
Lettuce
(Organic, /kg) Living cooperative association 3,649 7,140 51.1
Wholesale market 1,722 4,824 35.7
Large scale d1§tr1but10n 2.963 3.700 20.1
companies
Tomato
(None- Pesticide, /kg) | Living cooperative association 3,735 5,996 62.3
Wholesale market 2,610 4,943 52.8
Large scale d1§tr1but10n 5,000 6.700 746
companies
Strawberry
(Organic, /kg) Living cooperative association 6,818 9,896 68.9
Wholesale market 4,242 7,190 59
Large scale d1.str1but10n 3.300 4240 773
companies
Apple
(Low- Pesticide, /kg) | Living cooperative association 3,352 5,532 60.6
Wholesale market 2,477 4,101 60.4
Large scale dlsmbutlon 1,800 2,400 75
) companies
Citrus
(None- Pesticide, /kg) | Living cooperative association 2,755 4,767 57.8
Wholesale market 620 1,265 49

* Lettuce and tomato, April 2013 average price, Strawberries in March 2013 average price.

** Apples average price in November 2012, citrus average price in December 2012.
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Table 12. Compared to the retail price level by distribution channel

Lettuce Tomato Strawberry Apple Citrus
Living cooperative | Living cooperative
Low Wholesale market o o Wholesale market | Wholesale market
association association
L Living cooperative Living cooperative | Living cooperative
Midium o Wholesale market | Wholesale market o o
association association association
Large scale Large scale Large scale Large scale Large scale
High distribution distribution distribution distribution distribution
companies companies companies companies companies
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Table 13. Compared to the farm received price level by distribution channel

Lettuce Tomato Strawberry Apple Citrus
. . Large scale Large scale Large scale Large scale
Living cooperative L L o .
Low o distribution distribution distribution distribution
association . . . .
companies companies companies companies
Large scale . . . ) . . . .
. . Living cooperative | Living cooperative | Living cooperative | Living cooperative
Midium distribution L .. . I
. association association association association
companies
High | Wholesale market | Wholesale market | Wholesale market | Wholesale market | Wholesale market
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Table 14. Margin distribution by comparing key distribution channels
(Units : %)

Channels Lettuce Tomato Strawberry Apple Citrus

Living cooperative 25.0 19.9 25.4 23.6 25.4
association (A)

Large scale distribution 489 37.7 311 39.4 422
companies (B)

Wholesale market (C) 64.3 47.2 41.0 39.6 51.0

A/B 51.1 52.8 81.7 59.9 60.2

A/C 38.9 422 62.0 59.6 49.8

* Lettuce and tomato in April and strawberries in March, Apple in November, December average price

utilizing citrus.
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Table 15. Rating table of main distribution channels of environment-friendly products

Quantitative Analysis Qualitative Analysis
Rate of Distribution Satisfaction -
farm . Characteristic Pros Cons
. margins (out of 5)
receipts
Producer | Consumer | Average |- Stable price and |- Stable price and ) )
] ] -low received price
selling selling .
. ) of contract farming
LCA | 6338 239 -low received - Continuous Sell small vol
- Sell small volume
399 3.10 3.37 price and high relationship with | .
o - high logistics cost
logistics cost consumer
Producer | Consumer | Average |- Stable price and ) - Sell small volume
i - Stable price and | -
selling " - high logistics cost
sellin,
LDC | 50.1 39.8 - Sales activities, ¢ - Sales activities, such
3.02 318 31 |- Sell large . .
: : : such as changing as changing the unit
) volume
the unit cost cost
Producer | Consumer | Average | Mass distribution |- Sell large - Differentiated
possible volume non-recognition
WM | 428 48.6 -No professional |- Fast & secure |- Price volatility
2.56 2.61 258 | wholesale payment intensified
functions - Stable selling |- Low prices received

* The average value of retail margins are 5 items (lettuce, tomatoes, strawberries, apples, citrus)

** Wholesale market consumer satisfaction is estimated by average with weight calculated by distribution

channels using wholrsale market such as traditional market and general supermarket.

*** LCA: Living cooperative association, LDC: Large scale distribution companies, WM: Wholesale market
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