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Strategy for International
Agricultural Development

Dr. Lee, Dae Seob
Korea Rural Economic Institute

3 Concepts and Meaning

(comsinsd ) ((coxemment ) (( oswmiiy )

-0ther agribusines: - Utilize ag. technol
activiies ina ~New driving fo! and human capital
global competitive for growth in the ;&g’ﬁ;’:

arket " glohal make_t 55t aren sunph)

Food security -Food security /! {tor Ivestiock and food
conceming ~Improvement of industies f
unstable grainimporiation —Makeit driving
intemational grain // system for enlerprises
market /

Korean Demand & Supply for Grains

= On average, imported 13million MT to 15million MT in
1568~2010

» Rely on import on 99% of corn, 92% of soybean, and
99% of wheat in 2010
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Market Share of Grain Major

= Corn:over 60%

Soybean and Wheat: an increasing rend

If Japanese majors are included, the total share would be over 95%

‘i| Contents

= Concepts and Meaning

= Characteristics and Situation

= Korean agricultural enterprises in abroad

m Issues

= Primorskij and Cooperation

= Strategy for international Ag. development

International Grain Price
22011.7: Com($284). Sovbean($500). Wheat($256)

Importation Structure

= Corn
« Feed Assocision: Joint Purchass, C&T Flat
= NHFsed: Sinsle Purchass, C&F and Basis
+ Basis tramsaction: 26%{200T—4 T4 QB ~S 02005
Saybean

« food:aT Canter

« Oilend otheruse Sovbem processin association
- C&F Flat.CI Futus madat

Wheat

= Msjor Buving Grow

= Lons-term cortmet forshipment andlogistic

= Open tender and the lowest price will win

Comparison of price between major and

1_- non-major

= Corn
« Notmal years- price of grain mzjor < non majorprice

& Unstable time period(2006.11~2008.12) grain majorprice > non-major

price
total major Non

Normal | Average 181.4 179.2 186.5
(2003.1~ SD 63.4 62.3 65.3
2008.12) [ T.C.(%) 35.0 34.9 351
Tnstable Average 265.2 2739 2534
(2006. 11~ S.D. 453 44.0 44.6
2008.10) | T.C(%) 17.1 16.1 17.6




xample: Zen-Noh Grain

# Obtained one grain-export elevatorin New Orleans
# Hasriver andterminal elevators along the Mississippi river
= Direct import system without a connection of grain majors

= Provides grains ata lower price(about 30% discount)
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¢ Classification of the Investment

. Land lease, Obtain
Production the rights to produce
Focuson
Marketing markeling and
post harvest

Mixed wEh precuciion and markeiing types Tocusing on the entra value chain
Aixed -{Feeq)Grams enc special Crops. COMESTIC N0 FESMETCNal TEos
~OBTEIN TACHNES O BN0S ANG BIBYETF TEr TANGPOMENON AN TANS

Con’t

= However, most of them are small scale
= The size of investment per corp. (Mil. USD) - (07) 1.1
—('08) 1.1 —(09) 1.5 —(10) 0.9
= Averagesize(ha) - ('07) 417 — (08) 446 — ('09) 1.253
—('10) 874

= Major countries: Transitional economy countries
= Priority for grains
= Single distribution corp.. Domestic transaction. types:
Production > Marketing

Con’t(Multi purpose Corp.)

= Samsung Corp and Trade
= 2008, Indonesia producing palm
» Produce pakmoil, 100,000 MT per year capacity
= “aTGrain Co.” 15% share
= LG International corp
= 2009, Indonesia, producngpabm
= 20117 started building facilities to produce palm oil
= Hyundai corp.
« Russia, transferred management to Hyundai resource development
comp

Characteristics and Situation

= Theinitial investment could be too large,
while the expected profitsin the sector could
betoo low and risky, and takes a long time to
be profitable

s Marketing channel would be problematic

= Takes a long time to obtain therights to use
the large scale of agricultural land and
conflicts with the resident might occur at any
time

Situation of international agricultural
development(1)

= In2009.after Korea established “10 year development plan”™, the size for
the international investments has been larger
= In2019, 68 corps mvested m 16 countries cultivarmg 23,600ha
« Compared to 2007, it 15 6.6 times larger. m terms of area it is 7.9 times bigger

<Investment (Wil, USD/Year)> <areall,000ha)>
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Corps(Feed Millers)

s NH-Hav(2008, U S feed manufacturing facilities, 10.6Mil.
uUsD)
= Produce 30,000 MT of dried pasture feed
= PhilCo.. TMR(2001, Philippines)
» Initially productiontype, and transfer marketingtype
« Comcollection, produce animal feed and exportto Korea
= Seoul Feed(2008, Russia)
= Producecom, soybean andpasture
= Doderam B&F, globalization, 100% domestic transaction

Issues and Concerns

= Establishment of one-stop supporting system
+ Private-public roles andrespansibility
+ Finance andtax benefits, information, capacity building,
technology support, institutional support, connection with
intemational cooperationprojects
= Lackof external support
» Establishment of on-the-spot support system. export ban, tanffs
and customs, etc.
= Procurement of the fund
» Comparsdwith energy and mineral, agricultural financial
supportis minimal
+ Largescals investment



Grain Procurement System

= Seeds and Inputs — Production — Postharvest
Management System (collection. storage. processing.
packing) — Marketing — Trade (domestic and
international), Integration of value chain

‘Within the value chain, strategic cooperation is needed —

!. Korean Action Plan(Draft)

= Forminga consortiumbetween aT center and
private enterprises, and found an international
grain corporation to procure grains and to supply
directly to Korea
= Initial fund of $240Million - aT Center(40%).

o Private(60%)
M&A, consumer demand, profits{Cash flow), specialized i
manigers and CEOs = Countries considered : U.S., Brazil, Russia(Primorskij),
etc.
s Spending of 2011 - $45Million(aT $19Million. Private
$26Million)

i Direct Procurement System Strength and Weakness of Primorskij

I I = m Strength: 1) there are pre-existing private companies from
Korea and they have had experiences of agricultural
production and marketing, 2) no grain majors such as
Cargill. ADM. 3) grain collection from the private
companies would be possible. 4) geographic advantages.
5) cooperation between both parties. and 6) duration of
transportation is short{Bulk—2davs. cost: 238ton)

Weakness: 1) low productivity, 2) no elevator and
| necessary facilities at exporting ports. 3) export ban might
‘ bea factor. 4) difficulty of bulk transport{containers only}

Grain Frocurement

j_| Strategic Plan 3 PPP(Private-Public Partnership)

= Obtain or construct elevators at production
and other related sites by agreement
between both parties, and M&A could be
alternative

s Form and utilize “Agricultural Cooperation
Committee” between both governments

*

Thank you very much



