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An Analysis of Relationship between the Level of Satisfaction of
Domestic Products and Purchase Intention of
Imported Organic Products

Han, Jae-Hwan - Jeong, Hak-Kyun

The purpose of this paper is to analyze the relationship between the level of
satisfaction of domestic Environment-friendly agricultural products and purchase
intent of imported organic products. To accomplish the objective of the study a
consumer survey was administered for quantitative analysis regarding consumption
patterns. The bivariate probit with sample selection model was employed for
empirical analysis on the relationship. The estimation results showed that to increase
continuously the consumption, it is necessary to improve the quality satisfaction
compared to the price, and that it is also necessary to increase the reliability of the
certification system and the awareness that the consumption is helpful for health
promotion to increase the quality satisfaction compared to price. In addition, it was
concluded that in order to induce the purchase of domestic organic products rather
than imported organic products, efforts to improve the safety of domestic products,
remove the risk of residual pesticides, and increase the reliability of domestic
products compared to imported products are needed. Therefore, to reduce the
proportion of purchases of imported organic products and increase the consumption
of domestic products, raising awareness that the consumption is conducive to
health promotion, enhancing the safety of domestic products, and providing accurate
information on the safety of imported products are required.

Key words : accurate information, bivariate probit with sample selection model,
enhancing safety, quality satisfaction compared to price, raising
awareness
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Source: National Agricultural Products Quality Management Service(http://www.nags.go.kr)

Fig. 1. Acreage of environment-friendly agriculture.
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Table 1. Imports of organic foods

Year Num of | Num of Weight Amount Maior item
ca country imports (ton) (1,000%) Y

The processed goods of greens and fruits,
2010 42 4,057 25,538 49,731

brown sugar, banana

The processed goods of greens and fruits,
2011 40 4,031 26,837 59,249

brown sugar, banana
2012 44 2,273 21,665 43,707 | Brown sugar, banana, leached tea

The processed goods of greens and fruits,
2013 42 2,391 20,785 54,040

cashew, brown sugar

The processed goods of greens and fruits,
2014 40 3,251 33,911 86,171

banana, the processed goods of sugar

The processed goods of greens and fruits,
2015 48 4,297 39,619 103,966

banana, brown sugar

The processed goods of greens and fruits,
2016 53 5,569 45,634 129,484

cheese, banana

The processed goods of greens and fruits,
2017 50 6,133 50,104 140,038

cheese, banana, wheat

Banana, the processed goods of greens and
2018 50 6,788 52,318 130,611 .

fruits, cheese, sugar

The processed goods of greens and fruits,
2019 50 6,757 53,871 137,575

banana, sugar

Source: Korea Food & Drug Administration. Yearbooks of Imported Food Inspection.
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Table 2. Exports of organic foods

Year Num of Num of Weight Amount Major item
company country (ton) (1,0008)
2017 36 54 2,575 6,584 Tea, beverage, confectionery
2018 35 59 2,917 8,109 Tea, beverage, confectionery
2019 64 63 3,259 9,287 Beverage, tea, sugars
Source: Ministry of Agriculture, Food and Rural Affairs. Inside data (2020).
AU AZ=(W]-EU)o] EAStE #F1 - FrAIG 2R E o F717Fe2E T v

ZFol A Yehda, A 7t FA Atk 20179 F91 - 50 FYulso] AAL] 74.8%
(11.6‘93‘?l$)°]“=1, FAAA ©o]H(2013d) thel 4 BlIF °9F 22%p, TUHS oF 53u) F
7kt 554 A4 €4 A3 ¥l 20133 thH] 2017d) Al Br] FA AL 1097 A
2082 28] SUFAAL, frE FUAS 119l A 4198 = 368 ST

Table 3. Exports and Imports of organic foods (US and EU)

Imports Exports
Year | Dvn. Weight | Amount Major item Weight | Amount Major item
(ton) (1,000%) (ton) (1,000%)
us 5,019 26,003 The processed goods- 1,642 3,799
Tea, beverage,
2017 EU 8,880 55,053 | beverage of greens and 311 1,053 .
fui | I almond confectio-nery
Total | 16,488 | 80,259 | [Tuits aloe gel, almon 2,313 3,836

us 6,883 32,200 2,055 4,329

The processed goods -
2018 EU 7,897 35,555 | beverage of greens and 153 761

Tea, beverage,

frui I L al confectio-nery
Total | 14,780 | 67,755 | fruits, aloe gel, almond 2,208 5,090

usS 7,348 39,296 | The processed goods of 1,987 2,507

i Tea, b ,
2019 | BU | 9140 | 40963 | Erecns and fruits, 326 | 1329 | b PeveraEe
cooking fat and oils confectio-nery

Total 13,899 81,056 | aloe gel, milk product 1,953 4,852

Source: Ministry of Agriculture, Food and Rural Affairs. Inside data (2020).
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Table 4. Socio-economic characteristic of the sample

Division Proportion (%)
20~29 16.0
30~39 24.5
Age
40~49 28.3
50~59 31.2
Less than middle school 0.7
High school 24.8
Education
Bachelor degree 66.0
Advanced degree 8.5
Less than 2 million won 5.8
200~Less than 3 million won 16.0
Monthly income 300~Less than 4 million won 242
400~Less than 5 million won 24.2
More than 5 million won 29.8
Big cities 59.7
Residence (before adult) Small and medium sized cities 30.0
Rural area 10.3
Joining 16.3
Consumer group
Not joining 83.7
Total 100.0
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Table 5. Summary statistics and variable definitions

Variable Definitions Mean | Std. Dev.
Consume Continuous consumption =1, 0 otherwise 0.620 0.486
Certify? Satisfaction of certificate 3.475 0.648
Safety® Satisfaction of safety 3.508 0.690
Metal Sensitive response to heavy-metal content=1, 0 otherwise 0.748 0.435
Pesticide Sensitive response to pesticide residue =1, 0 otherwise 0.633 0.483

. If domestic products are more safe than imported products, then
Domestic . 0.770 0.421
1, 0 otherwise

0 Level that environment-friendly agricultural products benefit for
Health® . 3.803 0.655
family health

- Level of price of environment-friendly agricultural products
Price . 4.060 0.449
compared to the conventional products

If anyone consumes continuously but decreases the proportion
Decrease . 0.140 0.347
of purchase =1, 0 otherwise

Age? Level of age 3.748 1.066
College Bachelor degree =1, 0 otherwise 0.660 0.474
Inc500 Monthly income of more than Smillion won=1, 0 otherwise 0.298 0.458
Family Number of family who now live together 3.403 0.994

Note: Five-point Likert scales are used to estimate a), b), c), and d)
o= AHEUE JYedH, O 20~29 @ 30~39 @ 40~49 @ 50~59 B more than 60

#/d gl=(inconsistent) T8 X 7F AFEE S Pt E£F p #2 1A FAESY WEE
oF FYA F71EAHE TP Fo] A3 S BAYE BAFETh Wald * HIZE FA
2 7.63, p-value= 0.0062.2 UER} FEAE 0] EA5= o AFZEY] 29 Ago HY
qe AFdh

4384 2 ? =2 )

B Tl B consume)d Tl DEA AR 717 o] FAT
£ Hoz mls|e

o] AAYE HAFEL ol IAAHFAES & o2 4|5

7HA tiH] 4 57 255 vttt =3 Q1S T E(certify), P THESE(safety),
17 719 2l(health)y ATFEE FHANEZES} AR HAE YebL o} &8|A7}
AAATAHE] AFA S(certify)9} HA A (safety)oll WFSF=5), 183 5 AFo] 7=
o] AAFA =] HThhealth) 2l JA2T5E AF2] 74 tiv] Fdol g 7
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Table 6. Analysis Result
Y1 (satisfaction) Y2 (purchase intention)
Variable
Coeff. (std. err.) p-value Coeff. (std. err.) p-value
Consume 0.366(0.126)™" 0.004 - -
Certify 0.319(0.137)" 0.020 -0.020(0.151) 0.898
Safety 0.391(0.125)™ 0.002 -0.245(0.122)" 0.044
Metal 0.303(0.220) 0.168 -0.277(0.269) 0.304
Pesticide -0.245(0.201) 0.223 0.478(0.248)" 0.054
Domestic 0.178(0.173) 0.302 -1.071(0.304)™" 0.000
Health 0.556(0.141)™ 0.000 -0.375(0.152)" 0.013
Price - - 0.088(0.158) 0.578
Decrease -0.480(0.223)” 0.032 0.175(0.335) 0.602
Age -0.031(0.068) 0.644 -0.019(0.082) 0.822
College -0.261(0.147)" 0.074 0.301(0.172)" 0.079
Inc500 0.190(0.149) 0.204 -0.105(0.178) 0.554
Family -0.083(0.076) 0.276 0.036(0.084) 0.668
Constant -4.705(0.693)™" 0.000 3.413(1.095)™" 0.002
p -0.947(0.068)
Censored Obs. 231
Wald x%(12)” 33.27 (p=0.000)

Log-Pseudolikelihood: -318.336

Note: *, ** *** value is significant at the level of 10%, 5%, 1%, respectively.
a) is Wald test for null hypothesis that all coefficients in the purchase intention equation (except the

intercept) are jointly zero.
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