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The Impact of International Bulk Grain Futures Price Volatility on
Price Index and Industry —An Application of Input-Output Model
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Abstract
The rising food price from 2004 to 2008 causes the panic of contending food

around the world. Professor G. Becker of the University of Chicago, who has won
Nobel Prize, estimates that if the food price increases 1/3, the living standards of
developed countries may go down 3%, and those of underdeveloped countries may go
down 20%. The food self-sufficiency ratio of Taiwan is only 32% in 2007. The
self-sufficiency ratio of wheat, corn and soybean are less than 2%. Therefore, the
impact of the price of bulk grain on economy in Taiwan is worthy to be considered.
By employing input-output analysis, the present study investigates the impact of
international grain price volatility on the price index and industry in Taiwan. We
empirically find that the first sector (including farming, forestry, fishing, husbandry
and mining) and the second sector (including food and beverage and other related
industries) suffer greater effect. Moreover, the price index in 2007 in Taiwan showed
less impact on the price of bulk grain.

In addition, the present study by the analysis of spillover effect finds that as the
price of bulk grain grows 4 US dollars every bushel, it contributes to the magnitude of
the induct amount of production to the whole industry is 2.09, that of the induct
amount of rough add-value is 5.55, and that of the induct amount of the employee
income is 8.81. Top ten industries under the impact of spillover effect occupy 63.25%
of the total spillover effect.

In the aspect of root cause analysis, the first, the second and the sixth sectors

(related commercial industries) grow positively after Taiwan joined in WTO.
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