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Abstract

The Anti-corruption Law has been enforced since Sep. 28, 2016 to prevent public servants
from colluding with people for political favors and financial gain by giving bribes to public
servants. Generally, most people in Korea think that the law has had a positive effect on
society. Under this law, people believe that our society has become more transparent.
However, domestic producers think the law has had negative effects on the Korean
livestock industry. Statistics from the domestic livestock industry show that the Hanwoo
price has dropped after the law was enforced. This study attempts to show how livestock
prices in the Korean livestock industry have changed after the enactment of the law. We
chose three important livestock industries, Hanwoo, pork, and chicken, to determine and
compare the effects of the law on them. For the analysis, we used a time-series model,
VAR, to incorporate the interactions of the three industries. We selected the average
wholesale prices of these industries. Daily prices during the last 5 years were used to
estimate and forecast the impacts of the law. The results show that the price of Hanwoo
decreased after the enforcement of the law; however, the other livestock prices did not
decrease. Additionally, we clearly saw this negative effect on the Hanwoo industry during
the high demand season and New Year’s Day (solar and lunar together).
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Fig. 1. Demand for meat is decreased due to the Law. D, S, Q, P, and e represent demand, supply, quantity, price and
equilibrium point respectively.
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Table 1. Basic information for the data used are shown.

Variable names Content Mean Max. Min. S.D. Unit Source

NWPB_A Hanwoo wholesale price 15,060 19,827 8,100 2,412 Won/kg ekapepia
NWPP_A Pork wholesale price 4,368 6,106 2,420 756 Won/kg ekapepia
NWPC Chicken wholesale price 3,134 4,250 2,190 413 Won/kg ekapepia
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Results and Discussion
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Table 2. Results for unit root test are shown.

. Before differencing o After differencing o
Variable names Content I . p-value Wl inestests p-value
NWPB_A Hanwoo wholesale price It has unit root. 0.6856 It has unit root. 0.0000%
NWPP_A Pork wholesale price It has unit root. 0.0197* - -
NWPC Chicken wholesale price It has unit root. 0.0000* - -

“ *indicates statistically significant under 5 % significance level.

VAR 28 23
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Table 3. Results for optimal time lags test are shown.

Lag Lo SUG . . HG . G .
(Akaike information criteria) (Schwarz criteria) (Hannan Quinn)

0 46.00333 46.01602 46.00811

1 39.20005 39.25081 39.21917
2 38.76812 38.85695 38.80158

3 38.67177 38.79869 38.71957
4 38.6371 38.80209 38.69924

5 38.59435 38.79741* 38.67083"
6 38.58966 38.83079 38.68048

7 38.58504 38.86425 38.6902

8 38.56887 38.88615 38.68836
9 38.56806" 38.92341 38.7019

10 38.57241 38.96583 38.72058

“Indicates optimal time lags.
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Table 4. VAR (vector auto regression) estimation result are shown.

Variable names D (NWPB_A*100/PPIy’ NWPP_A*100/PPI” NWPC*100/PPI”
D (NWPB_A (-1)*100/PPI (1)) -0.286345 -0.020326 0.002079
[-10.1477] [-1.99306] [0.52961]
D (NWPB_A (-2)*100/PPI (-2)) -0.204442 -0.011179 0.005165
[-6.94800] [-1.05118] [1.26189]
D (NWPB_A (-3)*100/PPI (-3)) -0.133722 0.008242 -0.002063
[-4.52019] [0.77084] [-0.50126]
D (NWPB_A (-4)*100/PPI (-4)) -0.026411 0.057092 -0.000974
[-0.99820] [5.97026] [-0.26461]
D (NWPB_A (-5)*100/PPI (-5)) 0.191156 -0.001981 0.000257
[7.40896] [-0.21245] [0.07153]
NWPP_A (-1)*100/PPI (-1) 1.256831 0.776228 -0.00427
[15.7004] [26.8297] [-0.38347]
NWPP_A (-2)*100/PPI (-2) -0.968998 0.191151 0.006005
[-9.06823] [4.94958] [0.40396]
NWPP_A (-3)*100/PPI (-3) -0.270925 0.063521 -0.015284
[-2.43216] [1.57781] [-0.98636]
NWPP_A (-4)*100/PPI (-4) -0.126071 -0.09881 -0.019581
[-1.14123] [-2.47488] [-1.27424]
NWPP_A (-5)*100/PPI (-5) 0.120774 0.053355 0.031931
[1.38047] [1.68742] [2.62377]
NWPC (-1)*100/PPI (-1) 0.026505 -0.0996 1.252091
[0.12776] [-1.32832] [43.3855]
NWPC (-2)*100/PPI (-2) 0.062786 0.161981 -0.043171
[0.18943] [1.35216] [-0.93632]
NWPC (-3)*100/PPI (-3) -0.231946 -0.063834 -0.16077
[-0.70273] [-0.53511] [-3.50157]
NWPC (-4)*100/PPI (-4) -0.253588 -0.041892 -0.123059
[-0.76604] [-0.35014] [-2.67233]
NWPC (-5)*100/PPI (-5) 0.379493 0.060773 0.052506
[1.82643] [0.80929] [1.81663]
C 6.535439 8.66961 73.33885
[0.04961] [0.18211] [4.00247]

NWPB_A, Hanwoo wholesale price; NWPP_A, Pork wholesale price; NWPC, Chicken wholesale price; PPI, producer price index;
C, constant term.
“-values are calculated in parentheses.
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Fig. 2. Actual and forecasted prices (baseline) for Hanwoo are shown. NWPB_A indicates Hanwoo wholesale price.
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Fig. 3. Actual and forecasted prices (baseline) for pork are shown. NWPP_A indicates pork wholesale price.
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Fig. 4. Actual and forecasted prices (baseline) for chicken are shown. NWPC indicates chicken wholesale price.
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Fig. 5. Differences between actual and forecasted prices for Hanwoo are shown. Two thick horizontal lines indicate
2*standard deviations of the dependent variables. Shaded regions indicate New Year Season of 2017(solar and lunar).
NWPB_A indicates Hanwoo wholesale price.
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Fig. 6. Differences between actual and forecasted prices for pork are shown. Two thick horizontal lines indicate 2*standard
deviations of the dependent variables. Shaded regions indicate New Year Season of 2017(solar and lunar). NWPP_A
indicates pork wholesale price.
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Fig. 7. Differences between actual and forecasted prices for chicken are shown. Two thick horizontal lines indicate
2*standard deviations of the dependent variables. Shaded regions indicate New Year Season of 2017(solar and lunar).
NWPC indicates chicken wholesale price.
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