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Introduction

" The Republic of Korea is looking at the Netherlands as a model country that
continuously innovates to reform the agrologistics system. And LAN Seoul (the
agricultural department of the Netherlands embassy in Seoul) sees opportunities in the
agrologistics sector of the Republic of Korea

" For this better understanding of the current situation of the Republic of Korean
agrologistics sector is needed and this is provided through a quick

" This quick scan provides insight into the agrologistics ecosystem in the Republic of
Korea, including its strengths and weaknesses. It also analyzes opportunities and
challenges and touches upon entry strategies for Dutch companies

" As agreed, the results of this quick scan are mainly qualitative, and the final reporting is
in the format of a PPT
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Agrologistics

Source: Shutterstock 13405345
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What is Agrologistics?

Fe e &V FEie

\
-'-

Rannn)
L Ok Y e ) e\ DD O
P. /] / d /] /] / b / | /
Productrizn Harvest So r;ipogée(ssgagjng’ Transport Storage Distribution Outlet Consumer

Source: Castelein, R.B. et al. 2022

Agrologistics! includes all postharvest value-added activities in all the
links of the agro-food chain from raw material to product and from the
fresh sector to the animal sector, to match the supply of the agro-product
with the demand of the market

11n the English (scientific) literature there are 3 ways to write agrologistics; agro logistics, agro-logistics and agrologistics. The choice for any way of writing depends only on
WAGENINGEN the author’s preferences. For 'Agrologistics sector study Netherlands' (Castelein, R.B. et al. 2022) and also this report we have opted for the notation of agrologistics 6
UNIVERSITY & RESEARCH because it not only corresponds to the Dutch spelling, but it also emphasizes the synergy which arises from connecting agro and logistics.
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What is Agrologistics?
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Agrologistics is not a separate chain link, but are part of the activities
carried out in and between the various supply chain links
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Agrologistic activities

e Transport & conditions
e Distribution
e Transhipment

e Storage & conditions

® (Re-)processing, (re-)
packaging, labelling,
pricing

e Management / control /
organization
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Agrologistic ecosystem
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Local production & value-added services o%

Local production & value-
added services

® Ranked as the 10th largest economy in the world by GDP, with a population of nearly 52
million and a member of the OECD, the Republic of Korea has become one of the most
prosperous countries in the world

® Republic of Korea has a land area of 97,489 m?2, of which 16.94% is agricultural land. It
has the highest population density and the lowest availability of arable land per capita
among OECD countries (0.03 ha in 2013). Of the 1.7 million ha of cultivated land, 54%
is paddy field

" While more than 65% of Republic of Koreas farms are less than 1 ha in size, the share
of land cultivated by more than 10 ha of land remained 14% in 2015

®  Agriculture, fisheries and forestry account for 1.75% of GDP, and the Republic of Korea
is only 45.8% self-sufficient (2019). The Republic of Korea produces 92% of its rice
domestically, but relies on imports for most food and animal products
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Local production & value-added services o%

Local production & value-
added services

® Arable land declined from 22.8% to 13.8% between 1967 and
2022

® In 2022, the total area of farmland in the Republic of Korea
amounted to around 1.53 million hectares, a slight decrease
from 1.55 million hectares in the previous year

Cultivated Area and Arable Land Rate (2020)

Agricultural land (% of land area) - Korea, Rep.
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Source: Worldbank.org (2020) Source: Statistics Korea (2023) Source: Statistics Korea (2020)
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Local production & value-added services o%

Local production &
added services

Qo

" Farm structure in the Republic of Korea is expected to be further
polarized to more productive large-scale commercial producers and
less productive small-scale subsistent producers

e Focus of the Republic of Korean agriculture on improving the
productivity of large-scale commercial farms through providing
technical advisory and risk management

e The growth performance of the food manufacturing industry was low
in terms of labor productivity in comparison with the overall
manufacturing sector
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Local production & value-added services o%

Local production &
added services

Qo

" As a large net importer of food products, agro-food imports are important in
the Republic of Korean overall trade balance. Although the share of agro-food
reduced relatively imports still play an important role

" The Republic of Korea is a net importer of agro-food and seafood products.
In 2022, The Republic of Korean agro-food and seafood trade deficit was

US$36.0 billion with imports valued at US$46.8 billion, and exports at
US$10.8 billion

" The share of agro-food products in total exports declined significantly to less
than 1% in 2015, showing a marginal role of agriculture in total exports

WAGENINGEN 14
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Local production & value-added services o%

" The share of GDP of agriculture,
forestry, and fisheries is continuing to
decline. This is coming from changes in
the Republic of Korean eating habits, the
oversupply of agricultural products, and
an aging population of farmers

" The emergence of smart agricultural
technologies is expected to give
opportunities to strengthen agricultural
competitiveness
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Local production & value-
added services

Responding to a growing domestic demand,
agricultural production in the Republic of
Korea more than doubled between 1970
and 2000

However, the expansion of agricultural
output has stagnated since the early
2000s. At this stage, a higher level of
income no longer increased food
consumption in a quantitative term but
shift to more value-added products is likely
to continue

Moreover, trade liberalization in certain
commodity markets leads to limited growth
in domestic agricultural production
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Local production & value-added services

The Republic of Korean food industry,
which includes food manufacturing
and services, is growing fast. For
example, between 2005 and 2014, it
expanded by 78% in nominal terms,
while agriculture, fishery and
forestry grew by 27% in the same
period

Manufacturing of food and beverages
shows the highest growth rate: 84%

Food manufacturing has a higher
value of production than agriculture,
fishery and forestry, although the
value-added is still larger in
agriculture, fishery and forestry
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Local production & value-

added services

Development of food manufacturing industry in the Republic of Korea

Value of production Value added Employment
annual annual annual
share (%) |[growth share (%) |growth share (%) growth
rate (%) rate (%) rate (%)
(2014) (2005-14) | (2014) (2005-14) |(2014) (2005-14)
Agriculture,
forestry and 1.6 2.9 2.3 1.8 5.7 -2.4
fisheries
Food, beverage
and tobacco 3.1 6.0 1.4 4.2 0.8 2.4
manufacturing

Note: The employment of food, beverage and tobacco manufacturing includes enterprises with fewer than

10 employees and excludes all of the tobacco manufacturing industry.

Source: Korea Agro-Fisheries & Trade Corporation (2016), Food Statistics 2016
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Local production & value-added services

1 unit increase in food manufacturing
production in 2014 resulted in direct and
indirect production inducements of 2.3
units of production in the economy,
including 0.36 units in the agriculture,
forestry and fisheries sector

The production inducement effect of
food manufacturing on agriculture,
forestry and fisheries is significantly
higher than that of other industries
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Local production & value-
added services

Destination of the Republic of Korean domestic supply
of agriculture and fishery products, 2013

Invest and inventory
2%

Out-going food industry Final consumption
9% 24%

Food manufacturing industry
51%

Source: Kim, et al (2015) Food industry linkage structure analysis, Korea Agro-Fisheries & Trade Corporation, Naju.

17
CONFIDENTIAL



Local production & value-added services o%

Local production & value-
added services

Ageing of the farming population advanced rapidly. The proportion of the farm
population over 65 years old increased from 5% in 1970 to 38% in 2015. Agricultural
activity became a form of a social safety net for the older-age rural population, as they
are not sufficiently covered by the existing pension systems

Age of managers by farm type and farm size in Republic of Farm size distribution in the Republic of Korea,
Korea, 2015 2000 and 2015
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Source graphs: https://www.oecd-ilibrary.org/sites/9789264307773-5-en/index.html?itemld=/content/component/9789264307773-5-en
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Local production & value-added services o%

Local production & value-
added services

®  Although the world market share of
the Republic of Korean food products

increased, the comparative Composition of food man;factur;r(;gl:lndustry in the Republic of
advantage of the food manufacturing orea, 254
. . . Share of food manufacturing industry
IndUStry deCIIned at the Same tlme I Meat I Seafood 3 Fruit and vegetable 3 Oils and fats [ Dairy
Cereals and starches 1 Otherfood ' [ Animal feeds Beverages
. Although food manufa Cturing iS 58’0 1. “Other food” includes rice cakes, bread, snacks, noodles, sugar, tea, coffee and spices.

growing more rapidly than for other ol
countries, the comparative advantage I 7
of the sector in the world market
declined and the relative growth
performance within the domestic
manufacturing sector is low

. Th e Ia bo r p rOd u CtiVity g rOWth Of th e Emerpﬂse - e | Source: KOSE:FTL?::) Mining and Manufacturing si rveE"(Fl’Jo:ComtradelZlJlS)
sector is below the average
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Local production & value-added services o%

Local production & value-
added services

" The self-sufficiency rate of the Republic of Korea for food was 45.8% in 2019

e The Republic of Korea will supply food to markets during emergency situations,

such as disasters, by building up public grain stockpiles of rice, wheat, and
beans

e The Republic of Korea will secure enough production factors such as land and
labor for food self-sufficiency

" The Republic of Korea will push to significantly raise its self-sufficiency rate of
grain, rice and other food items to counter the impacts of rising food import
prices and to better ensure food security

e The government wants to boost the local supply rate of overall food
consumption to 55.5 percent by 2027 from 44.4 percent in 2021

WAGENINGEN
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Local production & value-added services

Arable land is declining .-
Aging farming population ﬁ
65% of farm size < 1 ha o “
Productive large-scale commercial

producers vs. less productive small-scale
subsistent producers

Low productivity food manufacturing

Net importer food products

Focus on value added products

Very low efficiency because of subsidies
on many products

(Agro-food)

Agro-complex Logistics

Agrologistics
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Agro-food ecosystem =

Agro-food ecosystem

The domestic field agricultural mechanization rate is continuously growing and was equal to
63.3% in 2022. For sowing/planting it is low: 12.6%, whereas mechanized harvesting is at a
level of 32.4%

Data management: in the Republic of Korea, about 90% of agricultural land is used for open
field farming, and the current digitalization of open field cultivation is said to be very low
compared to facility cultivation

The online agricultural and food market is also expected to grow faster than the offline market;
consumers also showed the perception that online is more advantageous than offline due to
low prices, freedom of time, and convenience of purchase

There is high energy use in food processing for pasteurization, sterilization, heating (heat
treatment), drying and cooling. Alternative technologies are considered and developed.

Tracking & tracing is well-organized for animal products
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Agro-food ecosystem =

" The Republic of Korea is aiming for:

e Reduction of the carbon footprint of the agricultural sector with the
nutrients management system to use less chemical fertilizer

e Promoting R&D to develop precision agri- and aquacultural models

e Running regional Comprehensive Food Support Centers to promote
farmers to purchase agricultural materials, process food, and sell it
collectively

WAGENINGEN 23
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Agro-food ecosystem =

Agro-food ecosystem

" Increasing demand for efficient and advanced machinery in the food
processing industry due to:

e Growing awareness among manufactures regarding productivity (efficiency and reducing labor costs),
food quality and stringent health and safety standards

e Growing preference for automated and innovative machinery, for example dairy product plant
machinery and equipment, bakery machinery and equipment, and meat and poultry processing
machinery

e Rising consumer demand for processed and packaged foods

" Less developed domestic industry:

e Limited awareness among end-users about the long-term benefits of investing in high-quality
machinery, resulting in slower adoption rates

e Competition from international players; support from regulatory bodies has encouraged international
players to enter the market of the Republic of Korea, fostering competition and innovation
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Agro-food ecosystem =

Agro-food ecosystem

" Food industry characterized the most use of packaging in the Republic of Korea and
accounted for 48.0% market share

" |Less developed domestic industry:

e The increasing import of food items in the Republic of Korea hinders the market growth of
fresh food packaging to some extent

® Government initiatives to promote the industry

e The government aims to enhance food safety and quality standards and implemented
regulations to ensure the use of high-quality machinery in the food processing industry,
promoting the adoption of advanced technologies. These regulations mandate compliance
with specific safety criteria, leading to increased demand for reliable and efficient machinery.

e Government-led programs have been established to educate food manufacturers about the
benefits of modern food processing machinery

WAGENINGEN
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Agro-food ecosystem

o%

=

Mechanization rate and data management
is continuously growing

Technology driven (smart farming,
robotics, food safety, ...)

Government initiatives to promote the
industry

Enabling services & products less
developed due to a combination of foreign
competition and limited awareness
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Source: Agrologistics ecosystem Republic of Korea (Based on Castelein, R.B. et. al. 2022 - authors’ elaboration)
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Trade position and infrastructure

Trade agreements Republic of Korea
e Implemented 21 Free Trade Agreements

e Member Asia-Pacific Economic Cooperation (APEC)
Forum

e Member of the World Trade Organization (WTO)

e Signed subsidiary agreements including Trade Related
Aspects of Intellectual Property and the Government
Procurement Agreement

e Member of the Organization for Economic Cooperation
and Development (OECD) Market Entry Reasons

e Interviews Dutch Companies Operating in Korea
e Market Potential: High

e FTA Benefits: Attractive entry conditions

WAGENINGEN

UNIVERSITY & RESEARCH

iy

/TN

Trade position and
infrastructure

Source: https://en.wikipedia.org/wiki/Free_trade_agreements_of_South_Korea
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Trade position and infrastructure T

" Challenges regarding doing business
e Language & Culture: Significant barriers

e Regulations & Trends: Complex and dynamic - imports are subject to
strict food safety regulations. Republic of Korean food safety
standards change frequently and with short notice

e Customs: Tough, inconsistent — local contacts advised

e Many Republic of Korea consumers are biased toward locally produced
agricultural products, believing they are better and safer than
imported products

WAGENINGEN 28
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Trade position and infrastructure T

Trade position and

infrastructure
" Location and Connectivity

e Worldwide the Republic of Korea is ranked 17t in the Korea, Rep. 2023

World Bank Logistics Performance Index

LPI

e The LPI shows that the Republic of Korea scores lay 5

between the top performer in the region (Singapore) Trmelinecs IS Custome

and The Netherlands

-
LPI Customs Infrastructure International Logistics Tracking & Timeliness 2
Score Score Score shipments Score competence Score tracing Score Score !
Singapore 4.3 4.2 4.6 4 4.4 4.4 4.3 ."I 1
Finland 4.2 4 4.2 4.1 4.2 4.2 4.3 . &
Denmark a1 a1 a1 6 1 43 1 Tracking & tracing ,."’ Infrastructure
Germany 4.1 3.9 4.3 3.7 4.2 4.2 4.1 , ,'
Netherlands 4.1 3.9 4.2 3.7 4.2 4.2 4 ~ -
Switzerland 4.1 4.1 4.4 3.6 4.3 4.2 4.2 ™ _____,.---“
Austria 4 3.7 3.9 2.8 4 4.2 4.3 o
Belgium 4 3.9 4.1 3.8 4.2 4 4.2
Canada 4 4 4.2 2.6 4.2 4.1 4.1
Hong Kong SAR, China 4 3.8 4 4 4 4.2 4.1 Logistics competence International shipments
Sweden 4 4 4.2 2.4 4.2 4.1 4.2
United Arab Emirates 4 3.7 4.1 2.8 4 4.1 4.2
France 3.9 3.7 3.8 3.7 2.8 4 4.1
Japan 3.9 3.9 4.2 3.3 4.1 4 4 [ kore=. Rep. 2022 Singapore 2022 Netherlands 2023
Spain 3.9 3.6 3.8 3.7 3.9 4.1 4.2
Taiwan, China 3.9 3.5 3.8 3.7 3.9 4.2 4.2 Source: https://Ipi.worldbank.org/international/scorecard/radar/C/KOR/2023/C+SGP+2023+C+NLD+2023
Korea, Rep. 3.8 3.9 4.1 3.4 3.8 3.8 3.8
United States 3.8 3.7 3.9 2.4 2.9 4.2 2.8
Australia 3.7 3.7 4.1 3.1 3.9 4.1 3.6
China 3.7 3.2 4 2.6 2.8 3.8 3.7
Source: World Bank Global Ranking 2023
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Trade position and infrastructure T

Trade position and
infrastructure

" The Republic of Korea is
located on/ adjacent to core
shipping routes and in what is
known as a secondary choke
point i.e., supporting maritime

Choke Point

routes that have alternatives

Secondary

but would still involve a notable
detour

Source: https://porteconomicsmanagement.org/pemp/contents/partl/interoceanic-passages/main-maritime-shipping-routes/
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Trade position and infrastructure T

Trade position and
infrastructure

® Republic of Korea is in the middle Mo
between Japan and China with the world
fifth largest port i.e., Busan port

® Japan and the Republic of Korea have
180 million high-income consumers and
China as the world second largest
economy has 1.3 billion consumers

® The Republic of Korea also has the
favorable geographical condition to
become the regional fresh hub which
absorbs the fresh goods flows in this
region

Source: Google Maps 2024
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Trade position and infrastructure

" Ports competing with the Busan port to become the regional
fresh hub

e Japan does not have comparable ports of the same size to Busan

e China has many big ports such as Shanghai port (the largest port
in the world) in this region

® Comparative advantages Busan port to China and Japan:

e Busan port is much closer to the center of gravity of the China,
Republic of Korea and Japan markets

e Republic of Korea is the high-tech country that can facilitate the
build-up of better coordinating and efficient fresh supply chains

e The cold chain infrastructure in China is quite lagging which is fatal
for the fresh hub development. In the future, the Republic of Korea
can invest more in cold chain facilities especially in the Busan area
to further strengthen its comparative advantage to China

WAGENINGEN

UNIVERSITY & RESEARCH

iy

/TN

Trade position and
infrastructure

Source: https://www.cockettgroup.com/PortsMapAssets/region-southkorea.html|
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Trade position and infrastructure

" Goods unloaded in the Rotterdam port; road

shipments are available for the remaining part of
the transportation even to the United Kingdom. For
the moment, goods transportation from Republic of
Korea to Japan and China still relies heavily on sea
freights, which is not in favor of short go-to-
market lead time

After the Republic of Korea-Japan undersea tunnel
and Republic of Korea-China undersea tunnel/Ferry
projects are completed (currently being under
evaluation), fast road transportation of fresh
products between the three countries will become
the reality

WAGENINGEN
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Trade position and
infrastructure
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Trade position and infrastructure T

Trade position and
infrastructure

" The hinterland of a port is a critical concept that reflects the economic reach and
influence of the port into inland areas

Access to a large hinterland with sufficient production and purchasing power is often
crucial for a port

e Good and reliable hinterland connections can reduce logistics costs and transport time, to the
benefit of the port’s competitive position

The hinterland is shaped by the port’s infrastructure, transportation networks, economic
activities, and logistics strategies

Sometimes a port can thrive as a hub in the worldwide transport network, without much
of a hinterland

e An example is the port of Singapore, which nevertheless has become one of the world’s

largest ports. Its unique geographical position, at the crossroads of major trade routes, is a
key factor here
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Trade position and infrastructure T

Trade position and
infrastructure

21 Free Trade Agreements

Biased toward own products and technology
Convenient location to shipping routes and
nearby markets

Good logistics infrastructure, but no real
hinterland connection

Domestic logistics mainly road transportation
Strict and changing food safety regulations

(Agro-food)

Agro-complex Logistics

Agrologistics

WAGENINGEN
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Quality of and competitiveness of value adding 3

logistics services

F&V more than half of the consumer price)

Quality of and
competitiveness of value
adding logistics services

Food supply chains are long and inefficient, which leads to high distribution costs (for

Food loss and waste is the highest in the fruit and vegetables category. These are caused

mainly by inefficiencies and the large number of links in the supply chain

reuse it

Table 2. Food supply and FLW generation in Korea, 2015 (tonnes, %).

Food waste is 34.1% of food supply = Republic of Korea will prevent food waste and

Category Fruits and Meat Cereals Total Ratio (%]
vegetables
Food supply for human consumption (a)? 13,575,100 2,938,800 7,691,700 24,205,600 -
Edible part [b]® 12,706,294 2,791,860 7,499,408 22,997,561 -

FLW (c] AP stage 1,281,867 67,939 90,673 1,440,479 17.5
HS stage 1,490,439 185,676 363,553 2,039,668 24.7
PP stage 74,577 35,513 338,262 448,352 5.4
D stage 1,309,669 180,899 711,450 2,202,018 26.7
H stage 1,263,444 174,514 686,339 2,124,297 25.7
Subtotal 9,419,996 644,541 2,190,277 8,254,814 100

Ratio of FLW to supply [ca") 39.9% 21.9% 28.5% 34.1% -

Ratio of FLW to edible part of supply [cb-") 42.7% 23.1% 29.2% 35.9% -

2Food supply for human consumption (a)= Production + Import + Inventory (£)-Export-Feed - Seed - Industry use.
bEdible part (b)=Food supply for human consumption (a) x Conversion factor.
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Quality of and competitiveness of value adding 3
logistics services S,

adding logistics services

" The Republic of Korean cut flower market needs investment in:
e Production: technology, education, training, etc.

e Distribution: refrigerated technology and logistics, development of sales
channels, training, etc.

" Since 2022 around cold logistics centers oversupply, a growing number of
logistics centers are switching areas planned for cold space into dry space
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Quality of and competitiveness of value adding 3
logistics services S,

adding logistics services

" Land transport is the dominating mode of transport

e The 40-footer reefers are the most used ones because the cold transport business except the
last mile delivery is usually done in bulk and the capacity of the truck in metric tons is much
higher as compared to other reefers

e The remaining share 1s captured by 20-footer reefers and others including 4 wheelers, 6
wheelers, and 8 wheelers

" Sea most popular model for handling export and import of various food
products and chemicals

" Air transportation handles imports of vaccines and expensive seafood in the
country

WAGENINGEN
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Quality of and competitiveness of value adding 3
logistics services S,

adding logistics services

" The larger share in the cold transportation market of the Republic of Korea
has been garnered by domestic cold transport
e The Republic of Korea is an import-oriented country import bulk of temperature-sensitive

items such as fruits and vegetables, pharmaceutical items and others are then distributed
through cold transport within the country

" Due to the well-connected transport infrastructure in the country explains the
high share of the domestic cold transport market

" International cold transport is only done for a very few products such as
seafood and pharmaceuticals
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Quality of and competitiveness of value adding 3
logistics services S,

adding logistics services

" The Republic of Korean cold chain market competition is fragmented in nature with
multiple domestic and international players, organized 3PLs, and unorganized small
players operating in the market

" There are several large and small companies operating in the cold chain industry
providing both cold storage and cold transport facilities

" Most of these companies operate in major cities including Seoul, Incheon, and Busan
due to the presence of various end-user industries in these areas and due to the
presence of well-developed road connectivity and port infrastructure

" Companies compete based on warehousing space, temperature range offered, location,
the price per pallet, product range catered to, and value-added services
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Quality of and competitiveness of value adding 3

Quality of and

logistics services ol

" There is a rising demand for products such as meat and seafood, dairy
products and other frozen and processed foods in the country coupled with
the active participation of the pharmaceutical sector

e Better and modern reefer trucks with advanced technologies are needed

e The market needs large and new-generation cold storage facilities with modern
infrastructure

e Rise in the number of 3PL companies that offer an array of integrated services
with large and sophisticated supply chains is needed
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Quality of and competitiveness of value adding 3
logistics services S,

adding logistics services

" Agrologistics challenges

e Excellent to/within the Republic of Korea, but less control within the
Republic of Korea

e Humidity control

e Repackaging of fresh/ perishable produce

e Lack of travel history (traceability)

® Personnel shortages during holidays (mainly in ports)

e The supply chain for imported products includes multiple layers of
intermediary distributors and agents, which adds cost and inefficiency
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Quality of and competitiveness of value adding a
logistics services

competitiveness of value

% adding logistics services
O}O 4\

(Agro-food)
Logistics

Agro-complex

Lack of good Tracking & Tracing for
domestic transport

Costly and inefficient distribution
system (multiple layers of intermediary
distributors and agents)

Cold logistics centers oversupply, but
lack of repackaging, humidity control

Agrologistics

5 ¢
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) )
government, private sector and research

and research

Institutionalized collaboration between P g

® Republic of Korean partners want to cooperate when asked, however they have no serious
intent to be a real partner

® Companies and government would favor a Republic of Korean solution over a foreign bought
solution

e If a company has a product and wants to qualify for subsidy or any incentive, they need to
adopt or buy a Republic of Korean solution

® Shared solution is often perceived as shared IP

® Letter of intent is considered a formality, a ceremonial occasion. And therefore, in many cases,
this does not lead to actual cooperation

® Lack of cooperation and lack of entrepreneurship between the stakeholders in agricultural
sector are a challenge. Although the ambition of the government is to modernize the industry
with new policies, the dynamic between the stakeholders could be a setback in the coming
years
WAGENINGEN
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Institutionalized collaboration between 5% g

government, private sector and research = =zzs

and research

® The Republic of Korea has some agriculture-specialized high
schools to train students as farmers and 2-year junior colleges to
raise agricultural professionals

" Those high schools and junior colleges lost their original function of i
training farmers because students prefer general high schools or ol ’/’?"\
universities to have good jobs in urban areas =

®" Not many Republic of Korean students choose vocational education j: I e Cim
to become agricultural farmers/professionals i A

® Though the country has been producing agriculture graduates who 1910 1920 1930 1940 1950 1960 1970 1980 19% 2000 2010
have studied the discipline for four years, they have been reluctant

to put their expertise to use in agricultural fields as they prefer
laboratories and offices

Fig. 6. Number of Agricultural High Schools in Korea

https://ap.fftc.org.tw/article/758

® The education system in the agricultural colleges have failed to
foster a new generation that can practice agriculture
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Institutionalized collaboration between G
government, private sector and research

" The Republic of Korean subsidy programs, also regarding training and
education, are not coherent and change suddenly. This often gets in the way
of training programs in the Republic of Korea

" The Republic of Korea has been trying to secure young generation in the
agriculture sector by launching programs such as

e Farm Successor Fostering Program (1981)
e the Republic of Korea national Agricultural College (1997)
e Special Agricultural Program in Agricultural Schools (2006)
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Institutionalized collaboration between P g
government, private sector and research

" In the late 1990’'s, the Republic of Korea learnt lessons from the
Asian financial crisis to adapt its policy to develop a more efficient
Public Private Partner program

" This was based on the governmental action to promote private
capital investment in infrastructure

" Although Republic of Korea is familiar with Public Private
Partnerships, it is not common practice outside infrastructural
investment programs
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Institutionalized collaboration between government,
private sector and research

% KN

(Agro-food)
Logistics

Agro-complex

= == a
o
Agrologistics
‘l Lack of agricultural education, especially applied g
. PPP is focused on infrastructural works and otherwise less
common

WAGENINGEN «  Cooperation in agribusiness is not a daily practice
UNIVERSITY & RESEARCH . . . B " 5

. Protectionism or chauvinism is not unknown in business

Source: Agrologistics ecosystem Republic of Korea (Based on Castelein, R.B. et. al. 2022 - authors’ elaboration)
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Agrologistics ecosystem in the Republic of Korea
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Sum agrologistics ecosystem Republic of Korea

Arable land is declining

Aging farming population

65% of farm size <1 ha

Productive large-scale commercial o
producers vs. less productive small-scale

subsistent producers

Low productivity food manufacturing

Net importer food products

Focus on value added products

Very low efficiency because of subsidies

21 Free Trade Agreements

Biased toward own products and technology
Convenient location to shipping routes and
nearby markets

Good logistics infrastructure, but no real
hinterland connection

Domestic logistics mainly road transportation
Strict and changing food safety regulations

(Agro-food)

Agro-complex

on many products Logistics

Mechanization rate and data managem
is continuously growing

Technology driven (smart farming,
robotics, food safety, ...)

Government initiatives to promote the
industry

Enabling services & products less
developed due to a combination of foreign
competition and limited awareness

Lack of good Tracking & Tracing for

domestic transport

. Costly and inefficient distribution
system (multiple layers of intermediary
distributors and agents)

. Cold logistics centers oversupply, but

lack of repackaging, humidity control

Agrologistics

‘l- Lack of agricultural education, especially applied

. PPP is focused on infrastructural works and otherwise less
common
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SWOT Republic of Korea agrologistics ecosystem

Strength Weaknesses

» Generally strict import requirements; particularly for fresh

« Mechanization, data and technology driven agro and food products
industry » Distant market limits products which can be shipped and may
« Geographically focused population centres, and a well- favour geographically closer competitors
developed logistical service (e-commerce) » Access for individual countries needs to be negotiated for
» Convenient location to shipping routes and nearby markets in several fresh products, and this takes time (for some products
combination with a good logistics infrastructure (ports, roads) like beef access is not possible)
« Food produced in the Republic of Korea has a very positive « Lack of real hinterland connection and a costly and inefficient
image in the region (food safety) distribution system (mainly road)

« Lack of agrologistic enabling technologies, services & products

Opportunities Threats

+ Declining and aging farming population combined with poor
image to work in agriculture and lack of practical training for

+ Republic of Korea has multiple FTAs which can facilitate trade application of (high-tech) technology
relations and offers more attractive terms for exporters of * Access for some (agro) products can be withdrawn due to
these countries regulatory frameworks that can be restrictive and opaque

+ Government promotes, logistics, agro and food industry with * New legislation on import tolerances for pesticides are a threat
incentives for domestic and foreign companies for fruit and vegetables import

+ Cooperation in agribusiness is not daily practice combined with
protectionism and chauvinism in doing business (resistance to
foreign business models)
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Entry strategies Republic of Korea
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Entry strategies

" The term ‘agrologistics sector’ is new/unknown to the Republic of Korea

e Agrologistics and what it stands for may not be immediately recognized by stakeholders, or
interpreted differently

" Earlier research showed! that companies that are part of the definition of agrologistics

should be organized around production chains instead of the type of technology they
offer

e By grouping companies for specific product-market combinations instead of approaching the Republic
of Korea as the agrologistics sector this will likely increase the effectiveness

" The study ‘Agrologistics sector study Dutch companies in combi countries’? concluded
that when entering countries in general the focus should also be on building local
networks and stimulating cooperation using the Dutch Agrofood brand/reputation as a
key selling point

WA G E N | N G E N :Castelein,R.B.etal.ZOZZ
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Entry strategies (2)

" Focus for foreign investment in the Republic of Korean Food & Agro
Industry

e High-tech systems, robots and machines for climate control, water
management, milking, feeding and processing livestock

e Energy- and water-saving horticulture, sustainable logistics for agriculture,
recycling of animal manure, and reducing CO, emissions

e For example; MAFRA provides loans for local enterprises to purchase farming
machinery necessary to produce and distribute agricultural products, and support
cost and agricultural expenses necessary to install supplementary facilities,
drying, warehousing, and processing facilities
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Entry strategies (3)

" Incentives for foreign investment in the Republic of Korean Logistics
Industry

e The government of the Republic of Korea seeks to attract foreign investment

firms through free economic zones, free trade zones and foreign investment
zones

e In special economic zones, foreign investment firms are provided with
incentives such as tax cuts, tariff suspension, a simplified licensing procedure,
deregulation and management support, and infrastructure provision

e The location requirement is reduced by designating the logistics industry as a
preferential business in free economic zones and foreign investment zones
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Concluding remarks

® Agrologistics is more than just transporting agro-products, it is an interplay of all value-added
activities in the value chain with and between each other. And with that, it is also —or especially- about
enabling technologies, products and services

® Being integrated can be found in the Netherlands through the interplay between companies,
governments and knowledge institutions = agrologistics ecosystem

® Herein lies the real strength that has grown over many years. And thus, it is also challenging to peddle
this towards other countries, let alone be copied by other countries

® Therefore, it is good for the Dutch industry to present itself in the Republic of Korea focused on specific
product-market combinations in which all companies related to agrologistics of this product-market
combination are represented

® However, it also shows that the development of the agrologistics sector in the Republic of Korea
requires integrated thinking and a long-term vision in which precisely the enabling aspects and their
interconnections are strengthened. So not just a push of technology (logistics, food processing, smart
farming, ...), but rather a focus on market driven knowledge development, PPP, in-house production of
(niche, high value) agro-products, ...
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