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Abstract

Since 2012, despite the fact that tariff rate quotas (TRQ) in the form of dried peppers has not
been imported, the imports of pepper-related items such as low- tariff frozen peppers (27%)
and other sauces (45%) have increased, there has been a problem in the domestic pepper
industry, in which the domestic self-sufficiency rate has declined. The purpose of this study
was to find out whether the operation of chili pepper TRQ has the effect of suppressing the
imports of pepper-related items from China. We analyzed the import substitution effect
(import suppression effect) through causal analysis of the imports of red pepper TRQ, frozen
peppers, and other sauces using the structural equation model analysis method. As a result of
the hypothetical scenario analysis, when the government imports and releases 7,185 tons of
pepper TRQ in 2019/20 (scenario), private imports were estimated to decrease by only 3,060
tons. In other words, the import substitution effect between imported items was estimated to
decrease about 2,079 tons of private dried peppers, and about 981 tons of imported pepper-
related items. There was an effect of suppressing the imports of pepper-related items such as
frozen peppers, but it was analyzed to be insignificant. That reason was that the replacement
substitution elasticity of the pepper-related items for TRQ import was less than 1 (inelastic).
Therefore, it is judged that the government's operation of the pepper TRQ is preferably
focused on stabilizing domestic prices rather than focusing on import control of pepper-
related items.
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Materials and Methods
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Table 1. Pepper production and import performance (calculation standard: August to July of next year).

Unit: ton

Marketing
Year

2008/09  2010/11 2011/12 2012/13 2013/14  2014/15 2015/16  2016/17  2017/18

Production 123,509 95,391 77,110 104,146 117,816 85,068 97,697 85,453 55,714

135

TRQ (A) 5,669 7,585 10,063 440 - 160 - -

Private Import 80,689 93,837 109,193 96,309 96,407 105,547 105,622 110,189 122,484
(B=C+D)

Dried red 3,789 4,150 10,382 4,795 6,543 7,849 6,087 4,083 4,
pepper’ (C)

Pepper related 76,900 89,686 98,812 91,514 89,864 97,697 99,535 106,105 118,349

Items” (D)

Total import 86,358 101,422 119,256 96,749 96,407 105,707 105,622 110,189 122,484

(E=A+B)

TRQ, tariff rate quotas.

¥ Red pepper powder is the sum of the amount converted into dried pepper, and the conversion ratio of red pepper

powder is 63.8%.

“ The amount of pepper-related items is the weight in terms of frozen red pepper, mixed seasoning, other sauce, red

pepper paste, and Kimchi.
Source: National Statistical Office (2019), Korea Agro-Fisheries & Food Trade Corporation (2019).
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Table 2. Pepper import duties by harmonized system of Korea (HSK). Unit: ton, %

Sortation HSK C/s* Basic tariff rate Tariff rate Adjustment
Dried pepper 0904-21-0000 7,185 50 270 -

Pepper powder 0904-22-0000 (6,210 won/kg)

Frozen pepper 0710-80-7000 - 27 27 -

Mixed seasoning 2103-90-9030 - 8 54 45

Other sources 2103-90-9090 Pepper paste: 32
Pepper paste 2103-90-1030

Kimchi 2005-99-1000 - 20 229 -

”*C/S is country schedule.

Source: Korea Customs Service (2019) (www.customs.go.kr).
Adjustment is adjustment tariff rate in 2019. Adjustment tariff is temporarily applying a higher tariff rate than the basic
tariff rate to protect vulnerable industries and correct imbalances in tax rates.
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Fig. 1. Red pepper supply and demand model flow chart.
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Results and Discussion
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