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Economics sample A

Reasearch Question: What are the factors that affect the consumers’ demand for cabbage in two
different localities in Busan, South Korea: Haeundae and Young-Do, and how do they vary from each
locality?

Introduction

This research aims to investigate the factors that affect the demand for cabbage in the two different
localities in Busan South Korea, and how do these factors vary from each locality. The two localities
that has been chosen are Haeundae and Young-Do. The reason why these two localities have been
selected is that the two localities are very different in social aspects such as population by age and
income levels and also in physical aspects such as infrastructure. Therefore, by investigating the
difference of demand factors between the two localities, this reseach can determine how significant
an impact the social aspects has on the various demand factors. Cabbage is the main ingredient in
the making of Kimchi, a traditional food of South Korea, which is usually accompanied with most of
the meals of the Koreans. Therefore, there is a significant demand for cabbage in South Korea,
especially during the Kimchi making season, Kim Jang, in November®. This research will hence be
focusing on the time period of November and December of 2013, on how the demand for cabbage is
affected by various factors of demand during this specific time period. Cabbage being an agricultural
product, there are frequent price fluctuations and hence affecting the quantity demanded for
cabbage in the market. Besides the price factor, there are also non-price factors that affect the
demand for cabbage such as substitutes like the “already-made” Kimchi, income, lifestyle and culture.

The research is connected to the economic theory of demand and supply, where there are various
factors that affect the demand for cabbage in the market. One significant factor would be that of
price which would directly affect the quantity consumed, as theoretically represented by law of
demand, where there is an inverse relationship between price and quantity consumed of a good. To
investigate the differing demand factors and their degree of significance in the two localities, this
research would also consider the differing price elasticity of demand, cross elasticity of demand and
income elasticity of demand for cabbage between the two localities. This research would also take
into consideration other non-price factors, such as consumer behaviour and cultural differences.
Through considering various demand factors for the two localities, the research aims to find out how
these factors vary from each locality and how significant is each factor of demand in the localities.

1 "Kimjang: A Korean Tradition of Preparing for Winter" Koreataste. October 11, 2010.
http://www.koreataste.org/lang/en/en/magazine-en/reports-en/kimjang-a-korean-tradition-of-preparing-for-
winter/. Accessed October 21, 2013.
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Reasearch Question: What are the facfors that affect the consumers’ demand for cabbage in two
different localities in Busan, South Korea: Haeundae and Young-Do, and how do they vary from each
locality?

Background Information

Kimchi is a traditional food of South Korea and though there are many other forms, the most
commonly consumed Kimchi is one made out of cabbage. Traditionally, Korean families would make
Kimchi at home at different time periods of the year, and these times are called the Kimjang season.
One of these times falls at around November and December, where people prepare enough Kimchi
to last them for the winter”. Hence, this time of the year is when the demand for cabbage peaks.
However, only some keep to the tradition as it is known to be time-consuming and substitute goods
enck as the “already-made” Kimchi is available in the market as an alternative way to fulfill their
demand for Kimchi.

Kimchi “Already-made” Kimchi

Image of Kimchi from: http://untrendoid.net/63 Image of “already-made” Kimchi from:
http://www.seriouseats.com/2011/03/what-is-the-best-
kimchi-brand-korean-cabbage.html

The two localities differ very much in various aspects such as population by age, infrastructure and
income levels. Therefore, it is likely that demand factors for cabbage would vary from each locality
due to different lifestyle and consumer behaviours. This is a significant area of research for South
Korea, where it is a tradition to make Kimchi at home, and is also a traditional food that is
accompanied by most of their meals. However, statistics show the younger population leaning more
towards buying “already made” Kimchi. According to recent findings, while 83.0% of the people aged
fifty and above said they make Kimchi at home while only 36.9% in their forties and 20.7% in their
thirties make their own Kimchi® Thic means that the population by age in each locality might have n
effect on the demand for :a bage with the differing lifestyles of individuals.

2 "Kimjang: A Korean Traditon of Preparing for Winter" Koreataste. October 11, 2010.
http://www.koreataste.org/lang/en/en/magazine-en/reports-en/kimjang-a-korean-tradition-of-preparing-for-
winter/. Accessed October 21, 2013.

3 Young Hee, Lee. "Z&E310] LbsHAL O] AlCHO| LA A2j2{H .." Korea JoongAng Daily. December 06,
2013. http://joongang.joins.com/article/aid/2013/12/06/12916332.html?cloc=olink|article | default. Accessed
December 07, 2013.
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Reasearch Question: What are the factors that affect the consumers’ demand for cabbage in two
different localities in Busan, South Korea: Haeundae and Young-Do, and how do they vary from each

locality?

The table below compares and contrasts the two localities in their various characteristics.

Haeundae Young-Do
Population by age”
Ages 20~29: 52,397 (people) Ages 20~29: 13,134 (people)
30~39: 61,659 30~39: 17,661
40~49: 77,564 40~49: 20,719
50~59: 72,062 50~59: 26,067
60~69:39,685 60~69: 18,503
60-69 20-29

13% 17%

Younger Generation(20~39): 37% Younger Generation(20~39): 32%
Older Generation(40~69) : 63% Older Generation(40~69): 68%
Infrastructure

Image from: http://blog.daum.net/openbottle/18 Image from: http.//www.panoramio.com/photo/590160

4 Appendix 1. (pg 18).
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Reasearch Question: What are the factors that affect the consumers’ demand for cabbage in two
different localities in Busan, South Korea: Haeundae and Young-Do, and how do they vary from each

locality?

-Many high-rise buildings

-Many apartment buildings -Mostly small private houses
-Higher living standards -Less high-rise buildings

-Less apartment buildings

Price of relevant goods & Income
Income level’ Income level’
-Households with income more than 5,000,000 | Below 500,000 Won 15.0%
Won: 12.4% (highest among all the cities in | 500,000~1,000,000 Won 30.0%
Busan) 1,000,000~1,500,000 Won 12.5%
1,500,000~2,000,000 Won 15.0%
-Households with income more than 3,000,000 | 2,000,000~3,000,000 Won 15.0%
Won: 42.2% Etc 12.5%
This represents monthly income.

Price of making Kimchi®: 190,000 Won

- This price is based on using 20 cabbages, | *The price of goods were found to be similar in
inclusive of other ingredients as well. both the localities.

- One cabbage weighs about 3kg so 20
cabbages would give a total weight of
60kg.

- 1kg of Kimchi: 3,166 Won

Price of “already-made” Kimchi: 8,000 Won (1kg)
- This is the price of the good in a
supermarket
- 60kg of Kimchi: 480,000 Won

The various features are reflective of the different social characteristics of the two localities.
This research is focused on the demand factors one of which is income, a factor that can affect
consumption of cabbage in the localities. Therefore, the differences in living standards can be
an indicator of differences of income, as seen from how Haeundae, a locality with a more
modern infrastructure and a higher proportion of working population, has a higher average
income level than Young-Do.

® Won Soo, Jang. "EAI BHELA| F|2CiQt =27 Hankooki. November 14, 2012

http://news.hankooki.com/Ipage/economy/201211/h2012111410173951380.htm. Accessed November 7,
2013.

® Sun Ok, Yeon. "ZIK|X|Z> LIACH.119 91.3 ZIAH|E 19.58t21." Chosunbiz. November 08, 2013.

http://biz.chosun.com/site/data/htmi_dir/2013/11/08/2013110802336.html. Accessed November 11, 2013.
7 Appendix 2. (pg 19).
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Reasearch Question. What are the factors that affect the consumers’ demand for cabbage in two
different localities in Busan, South Korea: Haeundae and Young-Do, and how do they vary from each
locality?

Methodology

In primdry research, a total of 120 people were surveyed from the two localities in November(2013),
60 from each locality, regarding their demand for cabhage in the market. Secondly, another survey
was done in December(2013) with a sample size of 3C people from each locality with just one
question with how people reacted to the price change in cabbages during the Kimjang season. With
the primary data collected by the surveys, the effects of the various factors on the demand for
cabbage in each locality would be analyzed and how they differ from one another. Secondary sources
would also be utilized to aid the research, most significantly in finding out the price changes of
cabbages in the market and also the differing characteristics of the two localities. Shown below are
the survey questions that would be asked in the two surveys.

Survey part |

z
©

Survey Question

Do you make Kimchi at home, or buy the “already-made”Kimchi?

What is the reason for buying the “already-made” Kimchi?

How many cabbages do you use to make Kimchi?

Was there an increase/decrease in your income this year?

By how much did your income increase/decrease?

With the increase/decrease in income, how did you change your consumption of cabbages?
By how much did you change the number of cabbages purchased?

What is the most important factor you consider when deciding the quantity of cabbage
bought?

O IN|OY NS WIN

Survey part Il

Survey guestion: Recently, There was a price increase in cabbages due to increase in demand. How
many cabbages did you use during this “Kim Jang” season?

Since the research is largely focused on the demand for cabbage, the survey would aim to find out
the quantity purchased of cabbage by the consumers and how they changed their consumption with
an actual change in price and how the non-price factors affect their consumption. These behaviours
would then be analysed to find out how significantly the various factors affect the demand for
cabbaege in the two localities and how each localitv-hasits most and least significant factors.

The differing significance of some factors between the two localities is measured by elasticity values.
Elasticity values may be determined as a result of the changes in price observed in the market, and
changes in income investigated in the surveys. The elasticity values and the significance of other
factors are then cross analysed with one another to derive a suitable explanation to the varying
significance of the factors in the two localities.
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