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ABSTRACT : This study empirically analyzed the welfare effect of the military purveyance program, which plays an important role

in maintaining the sales channel and demand base in Korea’s agricultural and livestock industry, as well as the stable supply of safe

ingredients for military meals essential for the morale and combat power of soldiers. The military purveyance program causes

additional demand for domestic livestock products, affecting the trading volumes and price levels in the market. This will change the

welfare of producers and consumers, and affect the welfare of soldiers who are subject to military meals. The analysis results obtained

through a simulation method based on the equilibrium displacement model are as follows. In the case of pork delivered for military

service, producer surplus increased by KRW 55.3-62.2 billion and consumer surplus decreased by KRW 55.1~62.0 billion based on

pork production in 2021. It wad analyzed that the consumer surplus in the military supply market, rather than the conventional

market, increased by KRW 96.9 billion won, resulting in a total welfare gain of KRW 97.1 billion.
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Figure 1. Welfare Changes of Military
Purveyance Programs
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Table 1. An Status of Military Purveyance of Key Livestock Products

2016 2017 2018 2019 2020 2021
Total Military Purveyance of 76,291 82,177 72,484 67,113 63,381 60,308
Livetock Products (ton)
- Pork (ton) 12,825 13,854 13,211 12,763 13,115 13,159
- Chicken (ton) 11,325 13,176 11,634 10,502 9,801 10,083
- Egg (1,000) 6,653 6,184 6,044 5,766 5,556 4,879
Pork 1.3 14 1.3 1.2 1.2 1.2
Ratio of Domestic .
Production(%) Chicken 1.9 2.4 1.9 1.6 1.5 1.6
Egg 0.04 0.05 0.04 0.04 0.03 0.03

Source: NACF(2022).
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Table 2. Available Studies on Price Elasticity of Livestock
Products Demand and Supply

Price Price
Study Elasticity of | Elasticity of
Demand Supply
Jeong and Park(1998) -0.59 -
Park(2008) -0.49 -
Pork
Ji et al.(2015) -0.42 -
KREI KASMO -0.60 0.30
Choi et al.(2006) -0.52 0.32
Chicken
Jeong et al.(2012) -0.50 0.30
Egg KREI KASMO -0.20 1.03

Source: Each research reference.
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Table 3. Price and Welfare Change Rates by Price Elasticity of Livestock Products Demand and Supply

. B . B Change Rate (%)
Products Price Elasticity of | Price Elasticity of i - ;
Demand Supply Price Producers’ Surplus Consumers’ Surplus tary Purveyance
Welfare
0.5 0.3 0.77 0.77 0.77 1.20
Pork
0.6 0.3 0.68 0.69 0.68 1.20
0.5 0.3 2.22 2.23 2.21 1.61
Chicken
0.6 0.3 1.98 1.98 1.96 1.61
0.2 1.03 4.84 4.96 4.81 0.03
Egg
0.3 1.03 4.47 4.57 4.44 0.03
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Table 4. Welfare Effects of Military Purveyance: Pork

3

0 =
o

Unit: billion won

Ttem 2016 2017 2018 2019 2020 2021 Average
Pork Production 6,756.5 7,337.9 7,118.5 6,392.4 7,177.5 8,064.0 7,141.1
Producer Surml 0.69% +46.3 +50.3 +48.8 +43.8 +49.2 +55.3 +49.0
roaucer us
Hp 0.77% +52.1 +56.6 +54.9 +49.3 +55.4 +62.2 +55.1
c Surol 0.68% -46.2 -50.2 -48.7 437 -49.1 -55.1 -48.8
onsumer >Surplus
P 0.77% -52.0 -56.4 -54.8 -49.2 -55.2 -62.0 -54.9
Consumer Surplus for 1.20% +81.2 +88.2 +85.6 +76.8 +86.3 +96.9 +85.8
Military Purveyance 1.20% +81.2 +88.2 +85.6 +76.8 +86.3 +96.9 +85.8
Total Welt +81.4 +88.4 +85.7 +77.0 +86.4 +97.1 +86.0
ota eliare
+81.4 +88.4 +85.7 +77.0 +86.4 +97.1 +86.0

Notes: Welfare effects are calculated under the assumption that the proportion of pork for military purveyance program is 1.2%.

Production in 2021 is an estimate from the KREI(2022).
Source: Ministry of Agriculture, Food and Rural Affairs (2021).

Table 5. Welfare Effects of Military Purveyance: Chicken

Unit: billion won

Item 2016 2017 2018 2019 2020 2021 Average
Chicken Production 1,998.6 2,376.7 2,259.0 2,102.6 2,027.0 2,530.0 2,215.6
2.0% +39.6 +47.1 +44.8 +41.7 +40.2 +50.1 +43.9
Producer Surplus
2.2% +44.6 +53.0 +50.4 +46.9 +45.2 +56.4 +49.4
2.0% -39.3 -46.7 -44.4 -41.3 -39.8 -49.7 -43.5
Consumer Surplus
2.2% -44.2 -52.5 -49.9 -46.5 -44.8 -55.9 -49.0
Consumer Surplus for 1.6% +32.1 +38.2 +36.3 +33.8 +32.6 +40.7 +35.6
Military Purveyance 1.6% +32.1 +382 +36.3 +33.8 +32.6 +40.7 +35.6
+32.5 +38.6 +36.7 +34.2 +33.0 +41.1 +36.0
Total Welfare
+32.5 +38.7 +36.8 +34.2 +33.0 +41.2 +36.0

Notes: Welfare effects are calculated under the assumption that the proportion of pork for military purveyance program is 1.6%.

Production in 2021 is an estimate from the KREI(2022).
Source: Ministry of Agriculture, Food and Rural Affairs (2021).
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Table 6. Welfare Effects of Military Purveyance: Egg
Unit: billion won
Item 2016 2017 2018 2019 2020 2021 Average
Egg Production 1,707.2 2,100.4 1,277.5 1,410.5 1,633.8 2,494.0 1,770.6
4.6% +78.1 +96.1 +58.4 +64.5 +74.7 +114.1 +81.0
Producer Surplus
5.0% +84.6 +104.1 +63.3 +69.9 +81.0 +123.6 +87.7
4.4% -75.8 -933 -56.7 -62.7 -72.6 -110.8 -78.6
Consumer Surplus
4.8% -82.2 -101.1 -61.5 -67.9 -78.6 -120.0 -85.2
Consumer Surp]us for 0.03% +0.46 +0.57 +0.34 +0.38 +0.44 +0.67 +0.48
Military Purveyance 0.03% 0.48 +0.60 +0.36 +0.40 +0.46 +0.71 +0.50
+2.8 +3.4 +2.1 +2.3 +2.6 +4.0 +2.9
Total Welfare
+2.9 +3.6 +2.2 +2.4 +2.8 +4.3 +3.0

Notes: Welfare effects are calculated under the assumption that the proportion of egg for military purveyance program is 0.03%.

Production in 2021 is an estimate from the KREI(2022).
Source: Ministry of Agriculture, Food and Rural Affairs (2021).
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