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PREFACE

Korean agriculture has passed big transformations in

production, marketing, rural society, and agricultural and

rural policy under speedy economic growth, fast integration into global

economy, and consequent socioeconomic changes. Coping with the

changes has long been a main task of agricultural policy makers and

researchers.

Although the domestic agricultural market is already open to

imports except rice as a result of the Uruguay Round and Doha

Development Agenda negotiations, it has been said that the Korean

agriculture is still not ready to compete with agricultural products from

abroad. Urbanization has made a huge size of farming population

migrate from rural areas. To secure agricultural successors has become

a serious issue in the sector due to the increase of aged farmers.

Looking at the farming structure, still a high proportion of small farms

has increased the burden of improving Korea's competitiveness in the

global market. Last but not the least, the Korean rural society for the

past several decades could not but lose vitality because of population

decrease, aging, and the widening income discrepancy between urban

and rural areas due to low agricultural productivity.

In order to cope with these transformations, many efforts and

related policy programs have been implemented in several areas. For

example, Korea increased its investment for improving the agricultural

infrastructure, and R&D for raising the competitive capacity of Korean

agricultural products; agricultural cooperatives and farming entities

have been organized and supported so that agricultural production and
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marketing can be changed from an inefficient to an efficient and

consumer-oriented structure; such support programs as direct payments

and crop/fruit insurances were introduced for stabilizing the income of

farm households; and many rural development programs and social

welfare policy measures, including education and health care services,

have been introduced or improved.

We publish this book, with newly updated information after its

first publication in 1999, to help readers -- foreign scholars, policy

makers, and others having interest in Korean agriculture -- grasp and

understand current situations and changes of Korean agriculture. It also

describes policy reforms and the future outlook and tasks for Korean

agriculture. 

I would like to express my gratitude to those who have written the

chapters, translated into English, and reviewed to produce this book,

and hope that it serves to better understand the Korean agriculture. 

June 2008

Jung-Sup Choi, Ph.D.
President, Korea Rural Economic Institute
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Agriculture in Korea  16

Chapter 1. Introduction

Korea is a country situated on the Korean Peninsula at the eastern end of  the

Asian continent. It has a history of about 5,000 years. Gochosun, the first country

on the Korean Peninsula had existed until 108 B.C. In the beginning of the

modern times, the Korean Peninsula had gone through colonial rule by the

imperialist Japan in the early 20th century. After World War II, the Korean

Peninsula experienced a division by the military stationing of the United States

and the Soviet Union; and the Korean War caused the division of the peninsula

into South Korea and North Korea. In the Republic of Korea, the government was

established in 1948, and it marks the 60th anniversary of its foundation in 2008.

Korea is located on the mid-latitude of the globe. It has a temperate

climate. Its four seasons are distinct from each other as it has a continental

climate with a big climate range due to the influences of the seasonal winds

blowing from the Asian continent. With regard to precipitation, it has big

seasonal differences. In the summer, the temperature and the humidity are

high. And, in the winter, the country is cold and dry. In addition, although it is

a country with small national territory, it has a lot of mountainous areas. And it

has the geographical features of a peninsula in that the three sides of the

peninsula are coastlines. Due to these, there are rather big changes of the

weather in the four areas of the east, west, south, and north.

With the backdrop of the monsoon climate of Asia which has high

temperature and humidity in the summer, rice farming had developed at an

early time. Historically, the ideology of the agriculture-first principle, which

considered farming as the foundation of the country, had prevailed. Because

there had been little agricultural land while there had been a lot of farmers, the

structure of small-income farmers could not be avoided by much. Entering

into the modern times, giving up farming has been increasing during the

industrialization process, and the restructuring of agriculture has been carried

out. Coping with the globalization era of the 21st century, Korea has been
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Introduction  17

pursuing its distinctiveness while abiding by the international norms. 

From here onwards, and before going into the main subject, we will

discuss the national territory, population, economic development, agriculture,

changes of the agricultural administration, etc. on the level of surveying the

agriculture of Korea. 

Section 1. The National Territory and Population  

1.1. The Area and the Topography

The Korean Peninsula, which is situated on the eastern side of the Asian

continent, is located 33。™~43。™ north latitude and 124。™~132。™ east

longitude. The Korean Peninsula is comprised of lengthy land from the south

to the north and about 3,418 islands. On the northern side, there are the Amnok

and Tumen rivers. There are Manchuria of China and the maritime province of

Siberia on the northern side. On the eastern side, there is the East Sea. And, on

the southern side, there is the South Sea. Japan is close by. In addition, there is

the Yellow Sea on the western side which touches upon both China and Korea.

The total area of the Korean peninsula is 221,336 ㎢. The total area of

South Korea is 99,370 ㎢, which is smaller than that of North Korea. The total

area of South Korea is comprised of 19.4% of farmland, 65.7% of forests and

fields, and 14.9% of others. The total area of South Korea has increased by 6%

in the past 50 years. In contrast, the total area of the farmland has been

persistently decreasing. And the total area of the forests and fields had been

showing a decreasing trend. However, the decline has been stagnant recently. 

The total length of the coastline of the whole of the Korean Peninsula is

8,593 km. Within this length, the coastline of South Korea reaches 6,098 km.

The national territory of South Korea has a topography of which the eastern

side is high and the western side is low. Most of the high mountains are found

near the East Sea. While the mountainous lands have rapid slopes on the

eastern side, on the western side, the mountainous lands have gentle slopes and
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Agriculture in Korea  18

reach the Yellow Sea. The rivers flowing along the slopes of the mountainous

lands move to the western side and the southern side. At the midstream and the

downstream of the rivers, there are relatively wide plain regions.        

South Korea in the Map of Northeast AsiaFigure 1-1

1.2. The Climate

Geographically positioned in the mid-latitudes of the Northern

Hemisphere, Korea has a temperate climate. The four seasons of spring,

summer, autumn, and winter are distinct from each other. Situated between the

Asian continent and the Pacific, the country has a continental climate that is

influenced very much by seasonal winds. As a result, and unlike the seasonal

changes of West European countries and other mid-latitude countries, the

winter of Korea is comparatively cold and the summer is very hot. In spring

and autumn, there are many clear and dry days due to the influences of

migratory anticyclones. The annual average temperature ranges from 6℃ to

16℃. And the regional differences of the annual average temperatures are

rather big. If the mountainous areas are excluded, the distribution ranges from

10℃ to 16℃. The monthly average temperature of August, which is the
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Introduction  19

The Climate of South Korea and Distribution of Vegetation in KoreaFigure 1-2

hottest month of the year, is 25℃ And, the monthly average temperature of

January, which is the coldest month of the year, is -0.7℃.

The annual amount of precipitation is 1,500 mm for the southern region

and 1,300 mm for the central region. When seen by season, from 50% to 60%

of the total amount of precipitation a year falls in summer and from 5% to

10% falls in winter. With regard to the winds, northwesterly seasonal winds

are generally stronger than southwesterly seasonal winds. Especially from

December until February, northwesterly winds are strong. The months of

September and October are in the fall season in which southwesterly seasonal

winds change into northwesterly seasonal winds; therefore, winds are

normally weak and the influences of land and sea breezes become clear in the

coastal regions. Humidity is the highest in July. The distribution of humidity

nationwide ranges from 80% to 90%. The months in which humidity is the

lowest are January and April during which the humidity ranges from about
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Agriculture in Korea  20

The Population Trends of South KoreaFigure 1-3

30% to 50%. The months of September and October are pleasant with the

humidity being about 75%.

The rainy season involves localized heavy rainfall. It begins in the

southern coastal region in the latter part of June, gradually reaches the central

region, and continues for approximately 30 days. There are times in which the

fall rainy season comes in early September. Typhoons from outside of Korea

are mainly created between June and October. Among them, between two to

three typhoons have direct or indirect influences on Korea.

1.3. The Population

As of 2005, the population of South Korea was around 47.28 million

people. This was 0.7% level of the world’s total population of 6.46 billion

people at the time, capturing the world’s 26th place. Ever since the

establishment of the government, the total population of Korea has multiplied

by 2.3 times in the past 60 years. The growth rate of the population had

gradually declined to around 2% beginning in 1970, which was a starting

point. Ever since 1990, the growth rate has been about 0.5%. In 2005, the

population density was 474 persons/㎢. The country is densely populated and

ranks the third in the world in terms of population density.

If we are to take a look at the age structure of the population in 2005,
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Introduction  21

those aged less than 14 (children) accounted for 19.1%, those aged between 15

and 64 (youths and the middle-aged) accounted for 71.6%, and those aged 65

or older (the old-aged) accounted for 9.3%. In terms of the population

structure, one of the main characteristics that have appeared recently is the

increase in the relative weight of the old-aged population. The ageing index

(the population of the old-aged/the population of the children) has been

steadily increasing from 6.9% in 1960 to 48.6% in 2005. During the same

period, the cost of supporting the old-aged (the old-aged population/the youths

and the middle-aged population) has increased from 5.3% to 13.0%. The

difference between the ageing index of cities and the ageing index of farm

villages has been widening greatly. As of 2005, the ageing indices of cities

(Dong) and farm villages (Eup and Myeon) were 36.7% and 108.2%,

respectively.

The total farm household population in 2005 was approximately 3.43

million people, which was 7.3% of the total population. And the number of the

households was 1.27 million. Although the number of farm households had

increased to 2.6 million in the latter half of the 1960s, it started to decrease

afterwards and became quickly reduced. The main causes were the

industrialization and urbanization that had taken place during the process of

quick economic advancement. When taking into account the fact that the

relative weights of farm households in major advanced countries, such as the

United States, Japan, France, Germany, and Australia, are between 2% and

4%, we can find out that the relative weight of the farm household population

in Korea has been gradually converting to those of advanced countries. 

The economically active population accounted for 62% of the total

population in 2005. Among the economically active population, the number of

the people working in agriculture and forestry was 1.75 million, which

accounted for 7.6%. Although the relative weight of the economically active

population in the total population has been increasing by a little bit, the relative

weight of the number of those working in agriculture and forestry has been

steadily decreasing in the same way as the farm household population.
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Section 2. The National Economy and the
Agriculture  

2.1. An Overview of the Korean Economy

The modern times of Korea began in a depressing way. In the beginning

of the 20th century, in which Korea had sought after a change from the

feudalistic system to a Western-style economic system, the country had to cry

out aloud about the colonial rule by imperialist Japan. Next, the country had to

experience the fratricidal tragedy of the Korean War that began in 1950.

Afterwards, the country had to build up again the economic foundation that

had been ruined.

Entering into the 1960s, Korea had pursued economic growth that was

led by the government. The Korean government founded the Economic

Planning Board in 1961. The government made the agency to formulate five-

year economic development plans for the advancement of the industrial

structure and the increase in exports, thereby establishing an economic system.

It strengthened the industrial financing for supporting the economic

development and improved many kinds of export financing and the export

supporting system for accomplishing the export goal.

The high growth in the 1960s and 70s supported both the government’s

intervention in the market and the government’s leading the market in order to

efficiently distribute the resources. There had been much room for the

government to play a positive role during the initial phase of economic

development, in which market competition had not been active. However,

excessive government intervention followed due to inefficient distribution of

resources and economic instability.

At the end of the 1970s, the Korean economy did not show the front-and-

rear industrial ripple effects that should have followed the heavy chemical

industry. Meanwhile, the second oil shock and the death of the former President

Park Chung-hee took place, which made the Korean economy go through the
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crisis of commodity price instability and minus growth. Taking the first crisis

experienced during the high growth period as an opportunity, the government

had emphasized economic stability, financial market reform, and industrial

restructuring. Thanks to the successful implementation of such a policy, the

increase rate of commodity prices had been lowered from 21% to 2% between

1981 and 1984, and the economic growth rate rose from 6% to 9%.

From the mid-1980s, the so-called ‘Triple Low Era’ began with the

drastic falling in the value of the US dollar, oil prices, and international interest

rates. In this environment, the Korean economy had greeted the prosperous

time by seizing the ‘three rabbits’ of large-scale current account surplus, high

levels of growth, and the stabilization of commodity prices for the first time

since the founding of the country. Nevertheless, the demand for economic

democratization by the social echelons who had been alienated during the

economic development started to grow fierce. In 1987, the government began

to emphasize the importance of fairness and welfare together with efficiency

and growth. Due to the gushing out of the craving for democracy, large-scale

labor-management disputes occurred frequently and the wages rose sharply.

And in 1990, the current account balance returned to a deficit.

Main Indices of National Accounts 

Source: National Accounts, the Bank of Korea.

Table 1-1

Year Nominal GDP
(US$1 billion)

per capita GNI
(US$)

Growth Rates (%) The exchange
rate against the

US dollar
(won/US dollar)

Gross Domestic
Product (GDP)

Gross National
Income (GNI)

1970 8.1 254 - - 311

1975 21.5 602 5.9 4.1 484

1980 63.8 1.645 -1.5 -4.2 607

1985 96.6 2,309 6.8 6.3 871

1990 263.7 6,147 9.2 8.9 708

1995 517.3 11,432 9.2 9.5 771

2000 511.8 10,841 8.5 5.5 1,131

2005 791.9 16,413 4.2 0.7 1,024
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Through the presidential election in 1992, a civilian government took

power. In order to differentiate itself from the military government of the past,

the civilian government promulgated ‘The Five-Year Plan for a New

Economy,’ and had emphasized the participation and creativity of citizens

instead of governmental control. It closed down the Economic Planning

Board, which had been a symbol of economic development, and pursued

market economy through economic reforms and liberalization. Korea became

a member of the World Trade Organization (WTO) and the Organization for

Economic Cooperation and Development (OECD), which is ‘a club of

advanced countries.’ However, despite such efforts, Korea had gone through a

foreign exchange crisis at the end of 1997. Consequently, it applied for a

financial bailout from the International Monetary Fund (IMF), and the

foundation for the Korean economy’s high level of growth was fundamentally

changed.

The new government had succeeded with the change of political power

in 1998. It pursued a high level of restructuring of the overall society. Thanks

to such an effort by the new Korean government, the Korean economy came

out of the shock of the foreign exchange crisis at a quick speed. In August

2001, Korea completely came out of the IMF’s bailout program. Unlike the

situation in which Korea’s foreign currency reserves were nearly exhausted 10

years ago, the amount of foreign currency reserves in 2007 rose to be ranked

fourth in the world.

Since the foreign exchange crisis, the Korean government has abolished

the economic management of the industrialization period and followed the

path of simultaneously achieving market competition, economic

democratization, growth, and distribution. With the world economy being in

recession recently, the Korean economy, too, has slowed down. As a result, the

recovery of growth potential and the creation of employment have risen as

policy tasks.

In April 2007, the World Bank unveiled the ‘World Development

Indicators 2007.’ According to this report, the nominal gross domestic product
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(GDP) of Korea in 2005 was approximately US$791.3 billion. It captured the

number 12th place among the 184 countries surveyed. The size of the nominal

gross national income (GNI) was approximately US$765 billion. It captured

the number 11th place among the 208 countries surveyed. Furthermore, the

GDP growth rate in 2005 was approximately 4.2% (world average: 3.5%),

placing Korea in the 25th rank among the 50 largest economies (based on the

GDP in US dollars in the year 2005). Korea’s per capita GNI in 2005 was

US$15,840, the 49th among the 208 countries surveyed. 

2.2. Economic development and the role of agriculture

Korea has walked on the path of modernization and industrialization in the

past 60 years, and it has grown to become an economic power that ranks around

10th in the world. When we look at the economic structure of Korea, we can

briefly describe it as having grown through the primary, secondary, and tertiary

industries. Although there had not been any proper statistics at the time of the

government’s establishment, the population in the primary industry, including

agriculture, must have reached at least 80 to 90%. However, the population

engaged in agriculture, forestry, and fisheries in 2005 was about 1.95 million,

which was merely about 8% of the whole economically active population.

The reduction in the relative weight of agriculture resulting from

economic advancement is a common experience among the advanced

countries. Korea had experienced changes in its industrial structure at a speed

that had been two to five times quicker than those of the advanced countries.

For example, the advanced countries of Europe and America had gone through

a process of industrialization that lasted about 100 years. However, in Korea,

the transformation of the industrial structure had taken place merely over 30

years. The following lengths of time on average had been needed for the

relative ratio of the agricultural GDP to be reduced from 40% to 5%: 120 years

for the 5 European countries of Great Britain, Germany, France, the

Netherlands, and Denmark; 95 years for the United States; 75 years for Japan;
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and 30 years for Korea.

The Korean economy is often said to be on the level of advanced

countries, but, the agriculture is said to be on the level of developing countries.

In the same way, if we take a look at the relative ratios of agriculture of the

OECD countries in the 2005 statistics, the relative ratios in the GDPs were

about 1%. The relative ratios of the total numbers of the employed in the

GDPs were between 2% and 3%. In comparison, Korea has generally been

showing levels that are about two times higher.

If we take a look at the trends of some of the relative ratios of the

agricultural GDPs of Korea, they are as follows: 25.5% in 1970, 13.8% in

1980, 7.8% in 1990, and 2.9% in 2005. Therefore, the annual average

reduction rate from 1970 to 2005 was 6.0%. And the relative ratios of those

employed in agriculture and forestry were as follows: 49.5% in 1970, 32.4% in

1980, 17.1% in 1990, 10.2% in 2000, and 7.6% in 2005. Therefore, they had

been reduced by an annual average of 5.2% from 1970 to 2005. In this way,

the relative ratios of the agricultural GDPs had been reduced quickly, whereas

The Changes in the National Economic Status of Agriculture

unit: %

Source: National Accounts, the Bank of Korea.

Table 1-2

Classific
ation

The relative ratios in GDP The relative ratios of employment

Agriculture,
forestry, and

fisheries

Agricul
ture Forestry Fisheries

Agriculture,
forestry, and

fisheries

Agricul
ture and
forestry

Fisheries

1970 29.2 25.5 2.0 1.7 50.4 49.5 0.9

1975 27.1 24.0 1.5 1.7 45.7 43.1 2.5

1980 16.2 13.8 1.1 1.2 34.0 32.4 1.6

1985 13.5 11.6 0.8 1.7 24.9 23.7 1.2

1990 8.9 7.8 0.4 0.8 17.9 17.1 0.8

1995 6.3 5.5 0.2 0.6 11.8 11.2 0.6

2000 4.9 4.2 0.2 0.4 10.6 10.2 0.4

2005 3.4 3.0 0.2 0.2 7.9 7.6 0.3
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the relative ratios of those employed in the agricultural sector had been

reduced comparatively slowly. For that reason, the phenomenon of over-

employment had appeared in the agricultural sector.

Such changes of the industrial structure can be considered as the decline

of agriculture. However, they are industrial changes in a comparative sense,

and there is no need to stretch the meaning to be a definite reduction of its

industrial scale.

In most countries, for example, the dynamic force for industrialization was

found in agriculture during the initial phase of economic development regardless

of the type of national system. The ground for capital formation was laid through

the dissolution of the pre-modern land ownership, which had been the

production base for agriculture. And the high levels of growth had been achieved

through the supply of cheap labor from rural villages. Such cases are the

empirical facts experienced by a number of countries, including Great Britain,

which had gone through the Industrial Revolution in the earlier days, and Japan

that had emerged as an industrially advanced country in the 20th century. 

The roles of agriculture in the Korean economy can be summarized and

outlined as follows:

First, agriculture plays the role of producing and supplying food. The fact

that Korea had achieved the self-sufficiency of rice in 1978 through the green

revolution was a big accomplishment considering that the staple food of Korea

is rice. Even though the self-sufficiency rate of the staple has continued to fall

since then, the stable supply of food has been firmly established as an

important role to be played by agriculture.   

Second, agriculture contributes to the development of other industries. It

brought forth the advancement of commerce and transportation means through

the exchange of agricultural products with other daily necessities, and

industrial crops and livestock products have been supplied as industrial raw

materials, thus forming a part of the manufacturing industry. The agricultural

materials industry, which is related with the production of fertilizer,

agricultural chemicals and machinery, etc., has been developed as a
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downstream industry, while the food industry has been developed as an

upstream industry where agricultural produce are processed. 

Third, agriculture plays the role of preserving the natural environment

and the national territory. Agriculture is basically an environment-friendly

industry. Since the modern times, agriculture has caused some pollution

problem due to the use of synthetic chemicals. Even so, there are more positive

functions in terms of environmental preservation. Green plants refine air, and

green spaces have been providing amenities. Recently, the non-economic

functions of agriculture, such as flood control, water source development, air

purification, and land preservation, have been emphasized. And the evidence

has been found one after another that the economic values of such “public

good”  functions are much greater than the amount of agricultural production.   

Fourth, agriculture promotes the preservation of genetic resources. At

present, there are more than one million living species on Earth. Such a

diversity of biological species plays an important role both in maintaining the

harmony of the natural world and in achieving the serenity of the natural

world. In particular, Korea has four distinct seasons. It can be said that the

natural conditions of Korea have been blessed by heaven. The country has the

world’s sixth largest plant genetic resources. The probability of advancing bio-

industries by utilizing these agricultural genetic resources is very high.

Fifth, agriculture promotes the stability of the society and the economy.

Food is an indispensable element for humans to live. Therefore, the decline of

agriculture soon brings about the decline of related industries and thus makes

the nation’s economic and social life unstable. In addition, agriculture

maintains the population of rural villages through the creation of income by

employing the labor force of rural villages. When the regional society in rural

areas collapses, the urban problems will be more serious accordingly, and it is

a matter of course that the traditional culture of rural villages disappears. The

natural scenery, which provides rest to citizens, can only be maintained

through the continued existence of agriculture, forestry, and fisheries.
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Section 3. The Transition of Agriculture and
Agricultural Policy

3.1. The Changes in Food Consumption and Agricultural
Production 

Ever since Korea achieved rice self-sufficiency in 1978, rice consump-

tion has been decreasing quickly due to the westernization of eating habits, and

the consumption of fruit and meat has been increasing gradually. As has been

said that Korea has entered the era of commercial agriculture since the 1980s,

agricultural production is showing the propensity to react sensitively to the

market demand.

If we look at the consumption trend of major agricultural products, the

annual amount of grain consumption is on a continuously decreasing trend

since reaching the peak of 197 kg per person in 1967. The amount of rice

consumption per person recorded 135.6 kg in 1979; and afterwards, it had

quickly declined at an average annual rate of 2% to record 78.8 kg in 2006. As

for the consumption amounts of other grains and root vegetable crops in 2006,

they were 1.2 kg for barley, 1.3 kg for flour, 3.0 kg for pulses, 2.4 kg for

potatoes and sweet potatoes, and 0.5 kg for minor grains.

Although the consumption amounts of vegetables, fruit, and livestock

products have continued to show increasing trends, their consumption, except

for meat, is showing a stagnant tendency recently. As for vegetables, the

amount of consumption had increased from the level of 120 kg in 1980 to the

level of 160 kg in 2005. As for fruit, the consumption amount had increased

from 17 kg in 1980 to 42 kg in 2005. And, with regard to meat, the

consumption amount had increased from 13 kg in 1980 to 39 kg in 2005.

If we look at the trends of agricultural production in the past half century,

we can see that there had been big changes twice, one in the 1970s and the

other in the 1990s. (Figure 1-4) In other words, with the mid-1970s as the

boundary, the production of food crops had changed its trend to be either
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stagnant or decreasing. Therefore, the relative weights of fruit, vegetables, and

livestock products had begun to increase. However, a new situation emerged

as the production of fruit and livestock products, the so-called growth crops,

became somewhat stagnant since the mid-1990s.

Especially since the 1990s, agricultural production started to react

sensitively to the market demand, and a division of agricultural crops began to

emerge gradually between those growth crops of which the production

increases according to the market demand and others of which the production

does not increase according to the market demand. In the 2000s, the growth

and declines by item have been shown clearly while the total amount of

agricultural production did not increase very much (Figure 1-5), and it looks as

though such a trend will continue for some time in the future.

The specialization of regional agriculture along with the appearance of

the growth and decline of production by item is an important feature of the

change in the production structure. If we take a look at the relative production

ratios of the cities and counties that ranked high with respect to the

specialization coefficients of major items by using the national survey statistics

of agriculture, the regional concentration of production and the tendency to

form main production areas have been evident since 1990. Also in the case of

the rice that had low specialization coefficients, the relative ratios of the

The Production Trends of Cultivated Crops (1951~2003, 1951/53=100)Figure 1-4
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cultivated land in the top 20 cities and counties had increased from 17% in

1990 to 32.7% in 2005. In the case of apples, an item with high regional

concentrations, the ratio of cultivated land in major production areas had

increased from 57.5% to 79.6% during the same period.

If we look at the topographical trends, the formation of major production

The Trends of Agricultural Production by Item (1981~2005)

Source: Agricultural and Forestry Statistical Yearbook, Ministry of Agriculture &

Forestry

Figure 1-5

The Distribution of
Intensive Production Areas for Apples

Figure 1-7The Distribution of
Intensive Production Areas for Rice

Figure 1-6
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areas based on the benefits of Mother Nature was evident in the case of fruit

and vegetables, and major production areas for greenhouse horticulture and

livestock farming are on an increasing trend as large farms are formed in the

industries based on technology and capital. In addition, economic functions,

i.e. organizational power and marketing capability rather than natural

conditions and market location, have become important elements in the

formation of major production areas. In particular, the major production areas

that heighten the negotiating ability or brand power through the

systematization of individual farms have continued to grow, and it is judged

that the formation of major production areas by item and regional

specialization will accelerate in the future, too. 

3.2. The Development Process and Characteristics of
Korea’s Agricultural Policy

In 2008, Korea marks the 60th anniversary of the establishment of the

government, and it is a very meaningful year to look back the past.  

This section presents a brief outline of the time periods and characteristics

of the government’s agricultural policy. The criteria used to distinguish the time

periods may be based on the changes of economic conditions, policies, and

agricultural structure. If we classify the time periods by applying these criteria,

the following five time periods can be distinguished: first, the system

improvement period from 1948 to 1967; second, the agricultural policy period

of increased production from 1968 to 1977; third, the period of the difficulties

of agricultural policy from 1978 to 1985; fourth, the transition period of

agricultural policy from 1986 to 1994; and fifth, the reform period of

agricultural policy from 1995 until now. The characteristics of the time periods

are summarized as follows:

The first period (1948~1967) had been a time period for firmly building

up the national system after the establishment of Korea’s first government.

However, due to outbreak of the Korean War in 1950, the social confusion had

continued until the mid-1950s. A farmland reform was implemented from
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1950 until 1957, and it thus contributed to both the abolition of the landlord-

tenant relationship in the farmland and the establishment of independent farms.

The national economy, in short, was an agricultural economy prior to the

industrialization; and as a result, there was the need to accumulate and supply

capital for industrialization. Since agriculture had contributed to alleviating the

potential unemployment, the relative ratio of those employed in the industries

of agriculture, forestry, and fisheries stood high at around 80%, and agriculture

The Development Process of Korea’s Agricultural PolicyFigure 1-8
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continued to wield an overwhelming influence in the national economy. 

The roles of agriculture had focused on solving food shortage. Among

the major policies aimed at this end were public procurement of grains,

assistance of surplus agricultural products by the United States according to

the Public Law 480 (P.L.480, introduced in 1956), and the plan to increase

grains production. Although the assistance of surplus agricultural products by

the United States had greatly contributed to solving the immediate problem of

food shortage, it had the effect of lowering the prices of Korea’s agricultural

products, thus worsening the economy of farm households. Moreover, the

government plan to increase grains production did not achieve actual effects

because the necessary means of support (i.e., technological development and

farmland expansion) did not materialize.

Policy-wise, the period was a time when an institutional base for modern

agricultural administration had been firmly established. The Rural

Development Administration, the Maritime Affairs Office, and the Korea

Forest Service were inaugurated, and a comprehensive agricultural cooperative

system was founded through the enactment of the Agricultural Cooperative

Law (1961). On the industrial level, discussions were held to improve the

agricultural structure, and ‘The Basic Agricultural Law (1967)’ was enacted to

foster self-reliant farm households.

The second period (1968~1977) can be characterized as a period of the

agricultural administration for increased production. The number and

population of farm households that had been increasing ever since the

establishment of the government had reversed its course to a decline from

1968, and the total area of the farmland began to fall from 1969. With the

quick progress of the industrialization, great amounts of land and labor in rural

regions started to get into cities and industrial sectors. The main task of the

agricultural administration in this period was focused on how to maintain the

independent farming system that had been created because of the agricultural

land reform in the process of urbanization and industrialization. For this

purpose, it was proposed that a farmland law be enacted, but the proposal fell
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apart due to the public opinion against the bill.

Since the food problem resulting from industrialization continued to be

serious, the goals of the government’s agricultural policy were aimed at

increasing the production of food and modernizing the production process.

The means to materialize increased food production included the following:

development and propagation of agricultural technologies; provision of

guidance for farming villages; farmland formation; readjustment of arable

land; development of water for agricultural use; seed improvement; and

mechanization of agriculture. The policies that were introduced in addition to

these were the agricultural village development policy for the supply of

electricity and the expansion of roads, the farm income policy outlined in ‘The

Special Project for Increasing the Income of Farmers and Fishermen,’ and the

price support policy that includes the high-rice-price policy and the

procurement indication system of barley. In particular, a new, high-yield

variety of the rice plant Tongil Byeo was developed and supplied from 1971.

As a result, the amount of production had increased greatly, making the self-

supply of rice possible in 1977.

Also, a new town movement called ‘Saemaul Undong’ began in 1970,

giving rise to a boom in rural development. During this period, the farm

household income increased significantly, and the farm economy became

more stable than at any other time thanks to the increased production of and

the price support for rice. Because of Saemaul Undong, the daily living

environment in rural villages and the economy consciousness of farmers

started to change immensely. However, farmland lease started to rise without

the improvement of the agricultural structure that is based on the system of

small independent farming.

It can be said that the third period (1978~1985) was a period of

conflicting interests for agricultural administration. This is because the Korean

agriculture had to go through a lot of conflicting interests in the process of

entering the era of commercial agriculture after achieving food self-

sufficiency. The direction of the economic policy during this period was
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changed from high growth to stable growth and from a government-led market

protection-type policy to a civilian-led open market policy. The direction of the

agricultural administration, too, was changed from the policy of increasing

agricultural income through increased production of staple grains and price

support to the policy of increasing the income of farm households through

non-farm earnings, multiple farming, and high earnings from livestock, fruit,

and vegetables. As a result, the rural industrial development began based on

the formation of agricultural industrial complexes, and the vegetables for

seasoning and livestock industries were greatly expanded. Also, the

government measure to liberalize the imports of agricultural products was put

into effect from 1978. 

Unfortunately, cold-weather damages suddenly took place in 1980 and

made the total amount of rice production fall by up to 36%. In the following

year, Korea had to import rice. Furthermore, the increase in beef imports

caused a cattle price crisis in 1984, and this happened when farm households

had been encouraged by the government to raise cattle in the name of multiple

farming. The prices of the vegetables for seasoning and livestock products had

become extremely unstable, and this led to the worsening of the farm

household economy and a big increase in debts. The food self-sufficiency rate

fell, whereas agricultural imports increased sharply. The so-called open market

policy is said to stabilize the commodity price by easing the domestic price

support through agricultural imports. It is also said that, through non-farm

income and multiple farming, the open market policy would compensate for

the lowering of income that results from import liberalization. Instead,

however, it caused difficulties to the farm household economy.

With such a background, a measure to recover the farming and fishing

economies was deliberated. In March 1986, ‘The Comprehensive Measure for

Farming and Fishing Villages’ was formulated for the first time in the history

of agricultural administration. The main contents of this comprehensive

measure are as follows: expansion of agricultural industrial zones to increase

non-farm income, augmentation of tax support for factories in farming regions,
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supply expansion of agricultural funds to increase farm income, and

strengthening of the project to foster successors of farmers and fishermen.

The fourth period (1986~1994) can be called the transition period of

agricultural administration. The year 1986 was the year when the Uruguay

Round (UR) negotiations, which decided the course of worldwide trade

liberalization, was started. The Korean economy had recorded a surplus

balance of payments from 1986 until 1989. Because of this, Korea graduated

from the Balance of Payments (BOP) provisions of the General Agreement on

Tariffs and Trade (GATT). At the same time, the pressure to open the

agricultural products market started to become fierce. With the Uruguay

Round negotiations concluded at the end of 1993, the Korean agriculture could

not but change to prepare for an open agricultural market. Accordingly, it

became an impending task of the agricultural policy to improve the industry

structure of agriculture so as to enhance the industry’s international

competitiveness in response to the progress of the market opening. 

After having examined measures to improve the agricultural structure to

cope with the market opening, the government announced three separate sets

of comprehensive measures during the period from 1989 to 1994. It

announced “The Comprehensive Measure to Develop Farming and Fishing

Villages” in April 1989 as the first phase of the measures. The measure called

for the creation of a farmland management fund to accelerate the structural

improvement of agriculture, forestry, and fisheries through the financing of

funds for purchasing farmland. In addition, the measure introduced the

agricultural corporation system. Other than these, the following were presented

as key policies: development of income sources outside agriculture,

formulation of a plan to develop residential zones, promotion of the

agricultural and maritime products processing industry, and export industry

promotion. “The Measure for the Structural Improvement of Farming and

Fishing Villages” was announced in 1991 as the second phase of the

comprehensive measures. As the more specific version of the 1989

comprehensive measure, it set the goal of investing 42 trillion won for the
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structural improvement of farming and fishing villages during the 10-year

period from 1992 to 2001. “The Agricultural Policy Reform and the Measure

for Developing Farming and Fishing Villages” of 1994 succeeded the

comprehensive measures previously announced since 1989. It made the 42-

trillion-won project to be completed earlier in 1998 instead of 2001 and

expanded the financial resources for investment by newly creating a special

tax with total revenue of 15 trillion won for farming and fishing villages.

In the meantime, Korea experienced a foreign exchange crisis in

November 1997, only one year after it became a member of the Organization

for Economic Cooperation and Development. Because of this, the country’s

whole economy became placed in a very difficult situation. In order to actively

cope with the foreign exchange and financial crisis, the government made a

request to the International Monetary Fund (IMF) for capital support. As a

result, the so-called “IMF supervision system” started. The IMF had provided

support to Korea with bailout financing and, at the same time, had requested

for an intense reform of the economy and the society. In response, the

government embarked on an intense organizational restructuring in all areas of

the society.

The fifth period (1998~present) can be called “the period of agricultural

policy reform.” The Korean agriculture, which had already entered a period of

great transition with the inauguration of the World Trade Organization (WTO),

experienced difficulties again at home and abroad. Due to the influences of the

foreign exchange crisis, the prices of agricultural materials had rapidly risen

from the beginning of 1998. Consequently, circumstances for agriculture

greatly worsened, and farm bankruptcies resulting from the pressure of

reimbursing debts also took place. Therefore, the government put the highest

policy priority on stabilizing the economy of farm households and recovering

the rural economy. To do so, the government enacted ‘The Special Law on the

Reduction of the Debts Owed by Farmers and Fishermen’ and postponed the

reimbursement of debts owed by farm households and reduced or exempted

the interest. 

제1장  1904.6.26 9:24 PM  페이지38   9600/233三綱五倫 가상 프린터 2400DPI 200LPI  W



Introduction  39

The basic direction of agricultural policy had made a turn from the

previous government’s expansion of farming scale to the fostering of

environment-friendly agriculture based on small- and mid-sized farming and

the enhancement of quality competitiveness. In particular, the government

forcefully carried out measures to reform the distribution of agricultural

products. This includes expansion of direct transactions, diversification of

transaction methods at public wholesale markets, and the introduction of a

distribution ordering system. In 1998, the government enacted ‘The Basic Law

on Agriculture and Farm Villages’ and embarked on reforming agriculture

related organizations. In 2000, the government merged the National

Agricultural Cooperative Federation, the National Livestock Cooperatives

Federation, and the Korea Ginseng Cooperative Federation, and the Rural

Development Corporation, a water-managing organization, and the Farmland

Improvement Associations were integrated. The fact that a solidarity

relationship among farmers, consumers, and the government has been formed

so that farmers and consumers can participate in agricultural policy-making is

also an important change.

Beginning in 2000, Korea’s efforts to enter into free trade agreements

(FTAs) started to make advances within the worldwide trend of trade

liberalization. Even though Korea had been passive about FTA, a new ground

was laid for making a turnaround with the conclusion of FTA negotiations

with Chile in 2002. Subsequently, Korea signed commodity trade agreements

with Singapore in 2004, the European Free Trade Association (EFTA) in 2005,

and the Association of Southeast Asian Nations (ASEAN) in 2006. In 2007,

the country signed an FTA with the United States, and negotiations are

currently underway to sign FTAs with Japan, Mexico, the EU, India, and

Canada.

In order to cope with such a transformed market situation, the basis of

agricultural policy had been converted to one that is oriented towards

consumers. The government raised the trust and the satisfaction level of

consumers by building up the production and distribution base of high-quality
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safe agricultural products and by greatly strengthening the safety examination,

labeling of product origin, and the quality assurance system of agricultural

products. The strengthening of policies on farmers’ income and farm villages

was also a big change of agricultural policy. The government introduced a

direct payment system for rice field agriculture in 2000 after examining the

direct payment system widely adopted in advanced countries. In 2002, it also

introduced a direct payment system to complement the income earned from

rice cultivation. Moreover, the government enacted ‘The Special Law for the

Improvement of Quality of Life’ in 2005 to improve the welfare in rural

villages by strengthening related policies. In order to vitalize the stagnant

economy in rural areas, the government improved related provisions and

systems so that urban capital can flow into farm villages; and it aggressively

pursued policies aimed at promoting urban-rural exchanges and rural tourism.

The fact that the exchanges between South and North Korea advanced

quickly was also a big change. South Korea’s assistance to North Korea in the

agricultural sector, too, was expanded along with the signing of ‘The June 15th

Joint Declaration by South and North Korea’ in 2000 regarding peace on the

Korean peninsula and cooperation between the two countries. In the private

sector, too, many kinds of exchanges and cooperation have been undertaken to

help North Korea restore its agricultural production capacity, including

humanitarian rice aid to North Korea, which has been suffering from a chronic

food shortage.   
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Chapter 2. Agricultural Resources and
Structures
Section 1. Agricultural Land

Korean agriculture is characterized as a small-scale farm structure owing

to its scarce land and dense population. The strong tradition by which farmland

has been passed down to next generations as ‘family property’has prevented

the mobilization of farmland. Rising land prices and the diversion of farmland

to other uses in line with industrialization and the subsequent increase in urban

land uses have further complicated the farmland issues. 

The total area of arable land is approximately 1,800,000ha, representing

0.04ha per capita and only 1.4ha per farm household. Approximately 45% of

farmland is leased. Many large-scale farms have expanded their leases to

increase the scale of their operation. The low profitability of agriculture

compared to high level of land prices has kept farm households from

purchasing farmland.

Since the late 1980s, the Korean government has initiated the farm size

improvement program to promote independent family farms and support the

expansion of farm size. In coping with the liberalization of the agricultural

market, self-reliant management of family farms in the context of improving

the agricultural structure has become an utmost important policy issue. 

1.1. Overview of Agricultural Land Use

As of the end of 2006, 20.6% or 2.05 million ha of Korea’s 9.97 million ha of

total land were registered as “farmland” under the Cadastral Act. Residential and

industrial land accounted for 324,000 ha or 3% of the total land. The area for roads,

railways and other public uses accounted for 300,000 ha or 3% of the total land.

According to a survey conducted by the Ministry of Agriculture and

Forestry (now the Ministry for Food, Agriculture, Forestry and Fisheries) on

the situation of farmland use, 250,000 ha of registered agricultural land
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totaling 2.05 million as of the end of 2006 had already been lain fallow and

transformed into forests or barren land. The area of farmland actively used for

agricultural production is 1.8 million ha, accounting for 18.1% of the total

national land. Of the farmland, the area of paddy fields is 1.084 million ha and

the area of upland fields is 716,000 ha. 

The arable land area per capita in Korea is only 0.04 ha, significantly

smaller than those of major developed countries (1.5 ha in the United States,

0.5ha in France, and 0.3ha in the United Kingdom). This has kept the level of

food self-sufficiency lower in Korea. While the self-sufficiency of rice, the

major staple grain in Korea, has reached almost 100% owing to the

government investment in production infrastructure as well as falling demand,

total grain self-sufficiency in 2006 remained 27%. With these deficiencies, the

condition of farm management has worsened because of the consecutive

opening of the agricultural market, which has turned less productive land into

barren or forest land in a trend that is not expected to be reversed.

Approximately 40,000 ha of farmland have remained uncultivated in recent

years, with much of this land becoming unsuitable for cultivation. In addition,

approximately 15,000 ha of farmland are being transformed into a land for

other uses, resulting in an overall drop in arable land despite various efforts to

create and preserve agricultural land. 

National Land Use (as of the end of 2006)Figure 2-1
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1.2. Agricultural Land System and the Development of
Agricultural Land Policy

According to the Agricultural Land Act, “farmland forms the basis for

the food supply of the nation as well as national land environment

preservation, and must be protected as a precious and limited resource that

affects agriculture and the balanced development of the national economy. In

addition, it must be managed to fulfill the public welfare” (Article 3 of the

Agricultural Land Act). The law also states that “farmland can not be

possessed by individuals not using the land for farming or for agricultural

enterprises,” with the acquisition and possession limited to qualified

individuals and bodies through a strict verification and review system as per

the Issuance of Qualification Certificate for Acquisition of Farmland policy.

The farmland that is not used for the expressed purpose of farm management

is subject to disposition orders or charges of forcing execution. Thus, a system

of independent farms based on the land-to-tiller principle forms the foundation

of Korea’s farmland possession and utilization system.

The farmland possession and utilization system based on independent

farms was established by the promulgation of the Farmland Reform Act of

1949 and the farmland reforms that took place in 1950, and they form the basis

of today’s farmland policy. The Farmland Reform Act dispelled the inequities

of the old landowner system and aimed to create independent farms for the

purpose of creating a stable social foundation. The government purchased land

from large landowners and granted 3 ha of land to each farmer to create

independent family farms. Limitations were placed on non-farmers or plots

exceeding 3 ha per individual, and certifications of farmland sales were to be

issued for land transactions. This upper limit of farmland ownership and the

qualification certificate for acquiring farmland maintained their basic structure

until recently. 

In the 1960s and 70s, food and farmland policies were centered on the

expansion of farmland through land reclamation and filling up of the sea to

overcome the food shortages created by the Korean War and its aftereffects.
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The “Reclamation Act” of 1962 was created to reclaim unproductive

mountain lands and marked the beginning of land expansion and reclamation

policies. In 1967, the “Farmland Creation Act” was established, but it failed to

produce significant results due to the heavy cost burden placed on individuals.

The worldwide food crisis in 1974 led to the Farmland Expansion and

Development Promotion Act of 1975.

The urbanization and industrialization after the late 1960s resulted in the

farmland conversion for other uses. Other external pressures of the 1970s

including the global oil crisis and food shortage led to the promulgation of the

Farmland Preservation and Utilization Act of 1972 to strictly limit the non-

agricultural use of farmland. The new law designated vital farmland, including

paddy fields, as “absolute farmland” to be protected, with other farmland

designated as “relative farmland” to create a tiered farmland protection system.

Any individual wishing to use farmland for non-agricultural purposes had to

get a permission to convert the land and pay a farmland creation cost for the

government’s Farmland Management Fund to finance the creation of

replacement farmland. The Korean government’s willingness to preserve

farmland was strongest during this period. 

As farmland possession began to shift to non-farmers through

demographic shifts and inheritance, and the rising land values compared to the

actual profitability of agricultural production began to create problems in

maintaining the farmland possession and utilization system based on the land-

to-tiller principle, the government established the Farmland Lend-Lease

Management Act in 1986 to allow the transfer of the land formerly prohibited

by law and foster a more realistic system of farmland lend-lease regimes. The

law was amended and promulgated in 1990. 

In the late 1980s, the argument for expanding the liberalization of the

agricultural market and the need for creating competitive agricultural

enterprises led to the passing of the Act on the Special Measures for

Development of Agricultural and Fishing Villages in 1990, liberalizing

farmland ownership by allowing agricultural corporations to own farmland.
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The new law was a significant departure from the original farmland

reform acts of 1949, which forbade the ownership of farmland to registered

companies and limited ownership to independent family farms. Farmland

preservation measures were also transformed from the older absolute and

relative farmland designations into a system designating “Agricultural

Development Regions” for land preservation, shifting from plot-based

farmland preservation measurers to regional or zone preservation measures. In

addition, farmland utilization and designation regulations were relaxed, and

ownership limits were increased from 3 ha to 10 ha in order to provide a

flexible response to the liberalization of agricultural trade. 

In 1994, various farmland-related laws, including the former Farmland

Reform Act (1949), Farmland Preservation and Utilization Act (1972),

Farmland Lend-lease Management Act (1986) and the Act on the Special

Measures for Development of Agricultural and Fishing Villages (1990) were

integrated into the Agricultural Land Act, the umbrella law that has since

regulated all aspects of farmland-related issues.

While the Agricultural Land Act specifies strict land ownership

regulations for agricultural use, land ownership in general was significantly

relaxed to match economic and social changes affecting land ownership.

Additional laws in 2003 allowed land ownership of up to 1000㎡ for non-

farmers for the purposes of weekend farm or “farm experience” enterprises.

While limited only to these types of non-farm land ownership, this law

effectively reversed a policy preventing farmland ownership to non-farmers

that had existed since 1949 following the promulgation of the Farmland

Reform Act. The land acquisition regulations for agricultural corporate bodies

were also relaxed, enabling agricultural corporate enterprises including limited

liability company style to own farmland.

The land ownership limit of 3 ha as defined by the Farmland Reform Act

was increased to 10 ha within an agricultural promotion development region in

1993 (up to 20 ha with authorization from the municipal or provincial office),

and was abolished altogether in 1999. The limit was increased to 5 ha outside
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agricultural development region in 1999. The land ownership limit was finally

abolished after 52 years in existence in 2002.

1.3. Current Regulatory Framework of the Agricultural Land System

Although the new Agricultural Land Act resolved and combined a

number of farmland-related laws, there remains a framework of numerous

laws that govern Korea’s farmland system (Table 2-1). These include the

Constitution, Korea’s highest law; the Framework Act on Agriculture and

Rural Community, which provides the basic framework of agricultural and

rural regional development; the Act on the Planning and Utilization of the

National Territory, which governs the overall use and management of the

national land; the Rearrangement of Agricultural and Fishing Villages Act,

which deals with the development and management of living environments,

tourist and leisure resources, and marginal farmlands; the Island Development

Promotion Act, which oversees the development and management of

agricultural regions for certain purposes; the Regional Small County and

District Development Support Act, and a number of other specific laws and

regulations. Thus, it is difficult to combine Korea’s farmland policies into a

single legal framework or to understand the vagaries of farmland use without

examining the specific aspects of the organization and utilization of

agricultural land. 

In summary, the Constitution and the Framework Act on Agriculture and

Rural Community define the basic concepts and principles behind Korea’s farmland

system, while the Agricultural Land Act prescribes not only these basic ideologies

and principles but also regulatory means for carrying out these general policies.

As stated above, the Constitution and the Agricultural Land Act stipulate

that “the farmland shall not be owned by any person unless the person uses or

is going to use it for own agricultural management,” clearly establishing the

principle of land ownership for agricultural use. However, although land

ownership is limited to those engaging in farming or to agricultural corporate

bodies, exceptions are made for transfer through change of business or through
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estates, and for certain entities including weekend farms and retreats that

enable non-farmers to own agricultural land.

The Constitution forbids the traditional feudalistic practice of the

landowner and tenant system, but allows for entrusted management of

farmland and the lend-lease of farmland within limited parameters as

prescribed in the Act. The Agricultural Land Act permits the leasing of

farmland received from a farmer giving up or retiring farming, or by

inheritance. The act was amended in 2005 to enable the Korea Rural

Community & Agriculture Corporation to function as a farmland bank,

allowing the organization to lease land entrusted to it through long-term land

trusts. This “Farmland Banking System” is expected to greatly expand the

scope of permitted farmland leases.

The agricultural development region has been assigned in order to

preserve farmland concentrated in large farming regions or re-adjusted high-

quality farmland. Under the system, approval, statement and consultation

regarding conversion of farmland is obligatory. The high-quality agricultural

land integrated into an agricultural development region is preserved under the

strict regulations prohibiting the alteration of the land other than for the

The Scope of Major Legal Framework Governing Farmland Use 

: Includes specific regulations, : Includes partially related regulations

Table 2-1

Constitution Agricultural
Land Act

Framework
Act

National
Territory Act

Agricultural
and Fishing
Villages Act

Other laws
and

regulations

Farmland
ownership

Farmland
utilization
Farmland

perseveration
Farmland

designation
Farmland

organization
Farmland
creation
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installation of agricultural facilities or SOC (social overhead capital). In 1992,

1.008 million ha or 48.7% of the total agricultural land of 2.07 million ha were

designated as agricultural development region, with small annual increases

bringing the total to 1.153 million ha in 2005. However, a re-organization

effort during 2006 to 2007 led to large amounts of farmland being removed

from these promotion zones. In June of 2007, agricultural development region

totaled 890,000 ha. The farmland areas located outside the agricultural

development region are 910,000 ha,, whose farming infrastructure is generally

vulnerable .

Korea has regulated the development and preservation of land with a law

governing the use of the nation’s land (Act on the Utilization and Management

of the National Territory, until 2002). The law employed a zoning system to

designate land based on its utilization. Excluding urban, quasi-urban and

environmentally-protected zones, agricultural development regions were

designated as agricultural-forestry regions, with the farmland outside of

development regions designated as quasi-agricultural forestry regions. 

The Act on the Utilization and Management of the National Territory and

the Urban Planning Act were integrated into the Act on the Planning and

Utilization of the National Territory on January 1, 2003 that transformed

Korea’s farmland management regime. Quasi-urban and quasi-agricultural

Farmland Distribution (as of June 2007)Figure 2-2
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forestry regions were combined as managed regions, which were further

divided into planned managed regions, production managed regions, and

preservation managed regions. Agricultural land is generally located on

agricultural-forestry regions and production managed regions, but considerable

farmland areas exist in urban areas as urban greenery zones. Different

regulations on farmland conversion for each region result in varied

requirements for farmland conversion. 

1.4. Changes in the Utilization and Ownership Structure of
Agricultural Land

Since the 1950s, land reclamation projects steadily increased the total

area of agricultural land until farmland began to decline in line with

urbanization and industrialization after 1968. The conversion of farmland into

residential, commercial, industrial and public land accelerated to accommodate

the rising population and rapid economic growth. The worsening of

agricultural economic condition also has increasingly made farmland fallow.

As a result, the area of agricultural land (cultivated land) fell from 2,229,000

ha in 1970 to 1,824,000 ha in 2005, a reduction of approximately 474,000 ha

Land Utilization Designations of the National Territory ActTable 2-2

Former
system

(subcategory)

Urban 
(residential,
commercial,
industrial,

green zone)

Quasi-urban 
Quasi-

agricultural-
forestry 

Agricultural
forestry 

Environmental
ly-protected 

Reorganized
system

(subcategory)

Urban
(residential,
commercial,
industrial,

green zone)

Managed regions
(planned, production,

preservation)

Agricultural
forestry

Environmental
ly-protected

Area(㎢)
Ratio(%)

14,767
14.8

1,061
1.0

25,716
25.8

51,175
51.3

7,054
7.1
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in the past 35 years (Table 2-3). A key concern regarding the rapid

transformation of farmland into other uses than agriculture is the rapid loss of

prime land in agricultural development regions. 

Currently, the area of fallow farmland exceeds that of converted land,

and the ratio between the two reached 2~3 to 1 in the 1990s. Fallow farmland

results from the vulnerability of production infrastructure as well as

agricultural labor shortage. Idled farmland increased rapidly after the opening

of the agricultural market and decrease in rice consumption in Korea, and the

decline is expected to continue increasing as farm management conditions

become increasingly hostile in the face of overseas competition.

An examination of the area of farmland transformed into land for other

uses reveals that common uses and public facilities account for the major

reason for the conversion, with agricultural facilities accounting for the

smallest area except for the early 1990s and mid-2000s. In the early 1990s, the

regulations governing the conversion of farmland into other uses were greatly

relaxed, leading to expanding construction of agricultural facilities. In 2005,

common uses and public facilities accounted for nearly a half of the total land

converted, while others accounted for 18.0% and residential and agricultural

facilities accounted for 14.9% and 14.3% respectively (Table 2-4). Changes in

the social economic environment have led to the transformation of farmland

into lands for other types of land utilization.

Changes in Idled Farmland Area 

unit: thousand ha

Source: Ministry of Agriculture and Forestry. Major Statistics on Agriculture and

Forestry. 2007

Table 2-3

1970 1975 1980 1985 1990 1995 2000 2005

Cultivated Land 2,298 2,240 2,196 2,144 2,109 1,985 1,889 1,824

Idled Land n.a. n.a. n.a. 20.2 40.4 64.6 64.6 44.2

Converted Land n.a. 0.5 1.0 2.1 10.6 16.3 9.9 15.7
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The Conversion of Farmland by Use

unit: ha, %

Source: Ministry of Agriculture and Forestry. Major Statistics on Agriculture and

Forestry. 2007

While the total number of farm households has fallen rapidly, the

decrease in total agricultural land has been relatively stable, leading to an

increase in farmland per household. The farmland area per household

increased from 0.93 ha in 1970 to 1.19 ha in 1990, 1.37 ha in 2000, and 1.43

ha in 2005 (Figure 2-3). However, the area of farmland per farm household in

Korea is still smaller than those of the United States, France, the United

Kingdom, Germany and other advanced countries, indicating the need for

future expansion of the farm management size.

Although the Agricultural Land Act strictly forbids the lease of farmland,

the share of farmland leased out of total farmland rose from 17.8% in 1970 to

37.4% in 1990, and 44.8% in 2002. In 2002, 19.8% of leased farmland

belonged to farm households, with 70.7% owned by non-farm households

(Table 2-5). The rise in leased farmland is attributed to the increasing ownership

of land by non-farm households due to the acquisition of farmland from farmers

giving up or retiring farming, or transfer of land through inheritance. Another

Table 2-4

Year Total Area
Converted

Facilities for
Common Uses

and Public
Facilities

Residential
Facilities

Mining and
Industrial
Facilities

Agricultural
and Fishery

Facilities
Others

1980
975

(100)
289

(29.6)
264

(27.1)
125

(12.8)
30

(3.1) 
267

(27.4) 

1985
2,122
(100)

1,327
(62.5)

296
(13.9)

200
(9.4) 

50
(2.4) 

249
(11.7)

1990
10,593

(100)
4,474
(42.2)

2,229
(21.0) 

2,415
(22.8)

593
(5.6)

882
(8.3)

1995
16,295

(100)
5,252
(32.2)

2,352
(14.4)

1,675
(10.3)

4,687
(28.8)

2,313
(14.2)

2000
9,883
(100)

4,059
(41.1)

1,742
(17.6)

1,142
(11.6) 

1,581
(6.0)

1,359
(13.8)

2005
15,659

(100)
7,396
(47.2)

2,340
(14.9)

862
(5.5)

2,245
(14.3)

2,816
(18.0)
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reason is the rise in land prices higher than agricultural profitability after the late

1970s, which made it advantageous for farm households to lease farmland

rather than purchase expensive land in order to expand their farm size. 

The Trend of Number of Farm Households and Farmland Area 

Source: Ministry of Agriculture and Forestry. Major Statistics on Agriculture and

Forestry. 2007

The Trend of Leasing Farmland and Composition by Owner

unit: thousand ha, %

Source: Ministry of Agriculture and Forestry, Department of Agricultural Land.

Table 2-5

Figure 2-3

’70 ’80 ’90 ’95 ’96 ’97 ’98 ’99 ’00 ’01 ’02

Leased
Land
by

Owner

Agricultural Land
Leased Land

(ratio of leased
land)

2,298
409

(17.8)

2,196
468

(21.3)

2,109
789

(37.4)

1,985
838

(42.2)

1,945
836

(43.0)

1,924
837

(43.5)

1,910
789

(41.3)

1,899
822

(43.3)

1,889
824

(43.6)

1,876
831

(44.3)

1,863
835

(44.8)

Leased Land by
Owner Farm
Household

(percentage)

- - 243
(11.5)

223
(11.2)

212
(10.9)

212
(11.0)

155
(8.1)

165
(8.7)

174
(9.2)

175
(9.3)

166
(8.9)

Ownership of Leased
Land Non-Farm

Household
(percentage)

- - 456
(21.6)

546
(27.5)

554
(28.5)

552
(28.7)

555
(29.1)

570
(30.0)

569
(30.1)

578
(30.8)

590
(31.7)

Ownership of
Leased Land

National Land
- - 34 26 27 29 31 35 33 29 28

Ownership of 
Leased Land

Others
- - 56 43 43 44 48 52 48 49 51
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1.5. Development and Achievements of the Farm Size
Improvement Program 

Following the Uruguay Round negotiation on agriculture after the late

1980s, improving agricultural structure became one of the most pressing issues

of the Korean agricultural industry. The government initiated the Farm Size

Improvement Program to accelerate agricultural structural improvement. The

program aimed to build a competitive agricultural basis by concentrating on

farmland utilization by full-time farm households possessing proper managerial

ability. This Farm Size Improvement Program has been recognized as an

important component of Korea’s agricultural development policy which would

bring about the improvement of the competitiveness of Korean agriculture by

taking advantage of the economies of scale in agricultural management. The

government provided low-interest loans through the National Agricultural

Cooperative Federation (Nonghyup) in 1988 before launching the Farm Size

Improvement Program to support farm households expand farm management

size. In 1990, the government created the Korea Rural Development

Corporation (integrated into the Korea Agricultural & Rural Infrastructure

Corporation in 2000 and renamed the Korea Rural Community & Agricultural

Corporation in 2004) to speed up mobilizing farmland so as to increase farm

management scale. In 1995, the project was linked with the program for

nurturing full-time rice farmers in order to concentrate financial support on rice

farmers who cultivate relatively larger plots. 

The Farm Size Improvement Program aims to expand the scale of farm

management through long-term lease and sale and purchase of farmland as

well as promote the concentration and expansion of farmland through a system

of exchanges, partitions and mergers. The program provides support for rice

farmers eligible for the program for nurturing full-time rice farmers and

individuals wishing to receive farmland transferred from other farms, and

agricultural corporations focusing on rice production. 

In the face of rising relative land prices, the advantages of farmland

leasing compared to land sale and purchase have become clear for achieving
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the goal of expanding farm management size, resulting in increased support

for long-term farmland lease projects and expansion of leased land area

compared to the land sale and purchase support program (Figure 2-4). Since

1997 the support for leasing farmland began to overtake the support for land

sale and purchase. Of the total farmland financed by the program in 2005, the

areas acquired by purchase and lease accounted for 33% and 67% respectively.

This is the result of increased focus on lend-lease schemes linked with the

program for direct support on transferring farm management after 1997.

However, greater financial support is still provided for land purchases,

accounting for over 60% of total funds.

It is evaluated that during the period between 1995 and 2005 the Farm

Size Improvement Program contributed to improving farm household income

by nurturing full-time rice farmers and securing young farmers who will

succeed in farming. Preparing the supporting system for full-time farm

households focusing on rice production is cited as the greatest achievement of

the Farm Size Improvement Program.

Between 1995 and 2005, 80,000 farm households eligible for the

program for nurturing full-time rice farmers were designated. Among them,

more than 50% were assisted by the Farm Size Improvement Program. Of

The Trend of Farm Size Improvement

Source: Ministry of Agriculture and Forestry. Major Statistics on Agriculture and

Forestry. 2007

Figure 2-4
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these recipients, 64.6% owned more than 3 ha of farmland, an increase of

43.9% compared to the figure of 20.7% before the program was established.

While the national average area of paddy field per household was 0.87 ha in

2005, full-time rice farms receiving support expanded their plots nearly

fourfold to 4.46 ha (Table 2-6). Full-time rice growers currently account for

84% of all farm households in Korea with over 3 ha of farmland in 2005,

indicating that the focused support on rice farming has created the foundation

for a stable rice production system. 

As previously mentioned, rising relative land prices have led farm

households to turn to leasing farmland rather than purchasing it for expanding

their farm operations. While land leases before the 1980s were largely

intended to secure the survival of small farms, farm households lease land

today as a means for increasing the scale of their farm operations. In other

words, large-scale farms tend to lease more land. In 2005, while the farmland

leased by farms smaller than 0.5 ha accounted for 36% of total farmland

leased, the share of farmland leased by farms larger than 2 ha was above 50%.

1.6. Outlook and Issues

The recent expansion of agricultural trade liberalization has worsened

farm management environments and increased fallow farmland. The area of

Average Area of Paddy Field per Farm Household and Full-time Farm Household 

unit: ha

Source: Korea Rural Community & Agricultural Corporation

Table 2-6

’90 ’00 ’01 ’02 ’03 ’04 ’05

Average Area of
Paddy Field per Farm

Household
0.76 0.83 0.85 0.85 0.89 0.90 0.87

Average Area of
Paddy Field per Full-

time Rice Farm
Household

- 3.64 3.56 3.73 3.76 4.30 4.46
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farmland is also expected to continue falling as farmland is diverted to other

uses than agriculture. Relaxing the regulations governing the ownership and

utilization of farmland will also increase land leases and land ownership by

non-farmers. Extending the size of farmland per household engaging in land-

use type farming will be required to enhance the competitiveness of agriculture.

Farm size improvement will largely occur through lend-lease systems rather

than purchases and sales.

The most important issue regarding farmland today is how to rationalize

the current system governing the ownership and utilization of farmland that

does not harmonize with the condition where non-farmers increasingly

purchase and lease farmland. There is an increasing call for reforming the

current system that only allows farm households to own land, as well as the

increasing awareness that the farmland prossession and utilization system

based on the land-to-tiller principle cannot be sustained in the face of rising

agricultural land prices. Some observers even claim that abandoning the

current ownership structure and freeing all land for leasing will be more

beneficial to reforming the agricultural structure in Korea. In the context of

allocating more land to competitive full-time farm households, the question as

to how the farmland banking system can be actively utilized has emerged as a

pressing issue.

As grain self-sufficiency continues to remain below 30% and fallow

farmland continues to increase, the second most pressing issue facing

agricultural policy makers today is the formulation of an appropriate farmland

preservation system that can secure a stable foundation for food supplies. The

current regulations governing land ownership and use will have to ensure the

efficient use of increasingly under-utilized land and preserve and manage fallow

land to secure the foundations of a stable food supply system, which will require

a social consensus on the proper methods for preserving the appropriate amount

of farmland and the creation of management plans for securing sufficient

farmland to overcome possible food shortage emergencies in the future.

Third, farmland transaction systems must be reformed to address the
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problem that 60% of current farm owners are above the age of 60, with the

majority of them facing difficulties in securing next-generation farm operators.

New policies must address the needs of the aged farm population as they sell

their farms and retire. In addition, the ownership of land for speculation

purposes will prevent the land from being leased to farm households, reducing

the effective utilization of the land. The liquidity of farmland assets must be

improved while avoiding the pitfall of exposing land to investors and

speculators so that a stable supply of agricultural land to future farming

households can be ensured. 

Fourth, a shift is needed in the popular perception of policies governing

land prices. Even the majority of farmers want land prices to increase and they

call for the abolition of regulations prohibiting non-farmers from purchasing

farmland. As a result, the government policies for farmland preservation and

the stabilization of farmland prices are facing further difficulties. In addition,

while the relaxation of regulations on farmland prices has led to the continued

skyrocketing of farmland prices in places adjacent to major metropolitan areas,

the relative prices of farmland in pure rural communities tended to fall due to

decreasing farm revenues and worsening agricultural environments, thereby

creating new problems for maintaining the assets and relieving the debt

burdens of farm households. Creating a stable price system for agricultural

land will become one of the major issues governing the future farmland policy. 

The final major issue that policy makers face is the need for systematic

management of rural spaces and prevention of thoughtless rural development as

the multi-functionality of agriculture and rural communities is increasingly

being emphasized. Important amenity resources of rural communities are

disappearing as construction of non-agricultural structures, livestock facilities

and other developments run rampant. This issue is closely linked to the need for

systematic management of farmland and highlights the need for a planned and

integrated management strategy for rural spaces. For instance, various action

plans including “the principle of first planning before development” are to be

built to prevent haphazard and destructive development of agricultural land. 
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Section 2. Agricultural Human Resources and
Management Units

Since the creation of the owner-farmer system through sweeping

farmland reform, the foundation of Korea’s agricultural policy has been the

development of sound family farms. However, farm management by families

has decreased during the nation’s industrialization. The aging of the rural

population has increased leased farms and farmland trusts while the lack of

successors to full time farmers has presented a barrier to the transition of

farming to the next generation of farm operators. The collapse of the middle-

class farming families, which began in the mid-1990s, has created a vast rift

between small poor farmers and large farm operators.

The industrial restructuring of agriculture characterized by farming scale

expansion and specialization will continue in step with the progress of DDA

and FTA talks; and, at the same time, the management character of farming

and labor structure are expected to be transformed greatly. The rise of

corporate farms is a new development in this trend of farm scale expansion

and business specialization. Thus, it is an important policy task to foster

competitive agricultural units that can sustain themselves in the face of global

competition. 

2.1. Farmers and Farm Households

Farmland in the Korean agriculture, where arable farming, such as rice

farming, forms the industry’s backbone, is an important production element.

Accordingly, the concept of farmer as known in the years since the land reform

has been defined based on the qualifications one for owning farmland. The

concept of “self-tilling farmers” has been emphasized to such an extent that

even the Constitution stipulates the “land-to-tiller” principle.

In 1990, the word “Nongeopin (farm operators)” was selected to replace

the traditional term “Nongmin” in the Special Rural Development Law. The
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reason was that the traditional word had a feudal connotation designating a

farmer as a social status rather than a profession. The current nomenclature

designates a farmer as either an operator of an agricultural business or an

investor or an employee of an agricultural firm.

The Agriculture and Rural Communities Basic Act of 1998 specifies the

criteria for Nongeopin as, first, individuals who manage or cultivate more than

1,000 square meters of farmland, second, farm managers whose annual sales

of agricultural products exceed one million won, and third, those who engage

in agricultural activities for more than 90 days per year. Only one of these

three criteria needs to be met for an individual to be classified as a farmer

under the Korean law. Meanwhile, there is the concept of “agricultural

corporate firm” as the counterpart concept of Nongeopin. The farm

corporation system was devised in 1990, and today they refer to farm associate

corporations and farm business companies under the Agriculture and Rural

Communities Basic Act.

Thus, the current agricultural business units can be divided into individual

farm operators (family farms) and agricultural corporations. The farming

organizations created by farmers are classified as voluntary organizations, and

only a small number of incorporated bodies exist as agricultural management

units for the management of reclaimed farmland and corporate livestock farms.

Agricultural Management StructureFigure 2-5
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The key to the successful reform of the agricultural structure lies in the

development of farming management entities, which entails the nurturing of

both individual and organized management bodies. 

While individual family farms continue to persue self-sustainable

farming by enhancing their business scale and managerial expertise, attempts

are being made to organize multiple management groups at the regional level

to overcome growth limitations. Organized management, in particular, is being

actively introduced as a way to enable farm operators to reduce production and

transportation costs and secure product and marketing competitiveness. 

Initially, agricultural corporate firms were introduced as a systematic

device to foster cooperative farming, but they are increasingly adopted as a

means to modernize farm management rather than as a means of cooperative

farming. New meanings for the incorporation of agricultural corporate firms

are looked into in the means to support the entry of new farmers to the industry

and in the means of separating the farmers’ assets with the corporate capital.

2.2. Characteristics of Agricultural Workforce and Family Farms 

Korea has undergone a remarkable period of modernization and

industrialization during the past 60 years or so. The nation has joined the ranks

of the world’s top 10 economies by progressing from a primary industry to

secondary and tertiary industries. While no reliable statistics remain from the

early years of the republic, the percentage of the population engaged in

agriculture and other primary industries at the time of independence would

have amounted to at least 80 to 90% of the total working population. As of

2005, about 1.75 million people, or only 7.6% of the total workforce, were

engaged in agriculture, forestry, and fisheries. 

The reduction in the relative importance of agriculture resulting from the

industrialization was a common experience of developed countries. Even so,

Korea underwent industrialization at a pace two to five times faster than those

of other developed nations. Such rapid industrialization has greatly reduced the

scale of Korea’s agricultural industry and weakened its labor structure. An
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examination of gross domestic product (GDP) trends reveals that the industry

has contracted from 25.5% of total GDP in 1970 to 13.8% in 1980, 7.8% in

1990, and 2.9% in 2005, an annual reduction of 6.0% from 1970 to 2005. The

percentage of the workforce engaged in farming fell from 49.5% in 1970 to

32.4% in 1980, 17.1% in 1990, and 7.6% in 2005, an average annual drop of

5.2% during the same period. As agriculture’s share of total GDP fell faster

than the percentage of agricultural workers in the labor force, a glut of farm

workers appeared. 

Although the figures appear to indicate a surplus of labor resources in the

agricultural industry, a closer look at the composition of farm workers shows

that their age distribution reveals a different picture. Generally, workers over

the age of 40 experience difficulty in transferring to different jobs. As

industrialization intensified, workers who could not find employment in new

industries began to crowd the agricultural industry, increasing the average age

of the farm workforce and reducing its competitiveness. Thus, agricultural

workers over the age of 60 rose rapidly from 6.3% of the agricultural labor

force in 1970 to 11.1% in 1980, 23.7% in 1990, and 54.8% in 2005.

The age profile curve of the agricultural workforce in Figure 2-6

indicates a “U-shaped” curve before 1970 with a high number of workers in

their 30s and below, while a “J-shaped” curve is seen after 1990 with the labor

Age Profile Curve of Agricultural Workforce

Source: National Statistics Office, Economically Active Population Survey

Figure 2-6
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force composed almost exclusively of old workers. The agricultural industry

became heavily populated with an aging workforce during the nation’s

industrialization process and such engagement in farming by old farmers to

sustain themselves makes it difficult to restructure the agricultural industry.

The aging of the farm workforce not only reduces overall productivity

but fundamentally weakens the family structure of the farm household, the

major entity in agricultural management, and ultimately reduces the

sustainability of the agricultural management structure. A survey of the

farming population shows a “pyramid-type” age distribution up to the 1980s,

but the rising proportion of old workers during the 1990s created a “jar-type”

distribution where the top and bottom are relatively broad with workers in their

teens and 50s. In 2005, reliance on old workers became almost total with a

higher number of workers in the 60s compared to other age groups, creating a

“reverse-triangle” structure.

When the population is divided into youth (0~14), adult (15~64), and the

aged (above 65), the population trends show a rapid aging after 1990 with

those over 65 years of age comprising 29% of the total farming population.

The age distribution of farming population is important not only for their

significance as an economically active population but as an indicator showing

Changes in the Age Distribution of Agricultural Workforce

1990 2005 

Source: National Statistics Office, Agricultural Census

Figure 2-7
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the number of dependents. Generally, a society where the percentage of the

population aged 65 or more is noless than 7% is classified as an aging society,

whereas societies with the aged population noless than 14% and 20% are

referred to as aged society and super-aged society respectively. 

In 2005, the farming population had an aged index of 298.2, or over 6.3

times that of the national average (47.3), and an average dependency ratio of

47.6, or 3.8 times the national average of 12.6, indicating that 48 working

people need to support one aged individual. The aged index (population over

the age of 65/ population below the age of 14) rose dramatically from 56 in

1990 to 298 in 2005, propelling the agricultural population into a super-aged

population group.

As the farming population continues to age, the family structure of

farming households has deteriorated. Korea’s traditional farming household

was composed of a married couple operating the farm with their children, or

two generations in a single household supporting a preceding generation all

under one roof. However, the nuclear family is now more common in rural

Youth, Adult and Aged Populations in the Agricultural Industry

Note: Aged Dependency Ratio = population over 65 / population of ages 15~64 * 100

Table 2-7

Year

Classification

1990 2005

Population
(thousand
persons)

Percentage(%)
Population
(thousand
persons)

Percentage(%)

Total 6,661 100.0 3,434 100.0

0~14 1,370 20.6 335 9.8 

15~64 4,522 67.9 2,099 61.1 

Over 65 769 11.5 999 29.1 

Aged Population Index 56.1 298.2

Aged Dependency Ratio 17.0 47.6
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regions than in the cities. According to the 2005 Agriculture Survey, 54.2% of

farming households were composed of a married couple of a single generation

or a single individual, followed by 26.0% with two generations forming a

married couple (farm operators) and their children, and only 5.9% with both

the parents, children and grandparents in the same household. 

Farming households are also facing difficulties in enticing young people

to continue the family business. According to the survey, the percentage of

farming households with a successor fell from 16.4% in 1990 to 13.1% in

1995, 11.0% in 2000 and to a low of 3.6% in 2005. Among the 310,000 family

farms with owners above the age of 70, only 12,000 households (3.8%) had a

successor for the family farm, which will inevitably lead to the natural

retirement of numerous family farms during the next decade.  

Survey data on the aging trends of farm owners reveal that farm owners

below the age of 50 comprised 27.9% of the total in 1995, and fell to 17.0% in

2005. On the other hand, the percentage of farm operators aged 70 or more

increased from 12.7% in 1995 to 24.3% in 2005. If these trends continue, the

total number of farming households will decrease to 880,000 in 2015, with the

percentage of farm owners aged 70 or more increasing to approximately 27%. 

Family Composition of Farming Households (2005)

Source: National Statistics Office, Agricultural Census

Figure 2-8
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2.3. Differentiation in Farming Households and the Rise of
Large-Scale Agriculture

Previous discussions regarding the restructuring of Korea’s agricultural

system generally dealt with the expansion of the farming scale per farm

household as the total number of family farms continues to fall, revealing the

lack of sufficient farmland as one of the Korean farming industry’s major

characteristics. Statistics show that the number of farming households began

falling in 1970 and continued to fall until 2005 at an average annual rate of

1.9%, with the cultivated area beginning to fall in 1968 at an average annual

rate of 0.6%. Thus, while the number of farming households fell rapidly, the

fall in farm area per household fell at a relatively slower pace, resulting in a

steady increase in the area of each family farm’s plots.

This process of cultivated land expanding and farm households  shifting

into a different farming class group is called the “differentiation of farming

households,” and previous studies have determined that this process took place

in four steps — bipolar concentration up to the 1960s, central concentration up

to the 1980s, concentration in the higher brackets until the mid-1990s, and the

bipolar differentiation since the mid-1990s. The differentiation point since the

mid-1990s has continued to increase, even leading to a drop in the percentage

Age Distribution of Farm Owners, Trends and Forecasts

unit: thousands of households, %

Source: National Statistics Office, Agricultural Industry Survey. Figures for 2015 are

estimates.

Table 2-8

Year Below 29 30-39 40-49 50-59 60-69 Above 70 Total 

1995 12
(0.8)

134
(8.9) 

272
(18.2) 

447
(29.8) 

445
(29.6) 

190
(12.7) 

1,501
(100.0) 

2005 2
(0.2) 

40
(3.1) 

186
(14.6)  

302
(23.8) 

430
(33.8) 

311
(24.5) 

1,273
(100.0)   

2015
(forecast)

0.5
(0.1)

8.4
(1.0)

59
(6.7)

207
(23.5)

368
(41.7)

240
(27.2)

883
(100.0)
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of farms with 2 to 3 ha in cultivated land. The divide between small and large

farms has also deepened, with mid-range farms dropping in number and farms

with plots of less than 0.5 ha or more than 3 ha increasing rapidly. 

The expansion of scale tends to be concentrated on large farms with

greater land or livestock resources, with the greatest level of production

concentration found in facility horticulture and livestock farming. For

example, as shown in Table 2-10, farms with over 3 ha. in cultivated area

comprised 2.8% and 14.8% of total number of households and area,

respectively, in 1995, and rose to 4.9% and 26.4%, respectively, in 2005. In

livestock farming, farms with over 30 cattle comprised 1.7% and 26.4% of the

total number of households and total number of cattle, respectively, in 1995,

but rose to 6.9% and 46.9%, respectively, in 2005. Facility horticulture and

livestock farming showed high degrees of production concentration, with

poultry farming showing the highest level of concentration. In 2005, only

1.1% of the total number of poultry farms, each with over 30,000 chickens

raised per year, accounted for 74% of total production.

Farming Class Differentiation by Farm Area

unit: %

Source: Ministry of Agriculture and Forestry, based on major statistics of the

agricultural industry and farms engaged in arable agriculture.

Table 2-9

Year Total (Percentage) Less than 
0.5ha 0.5~1.0ha 1.0~1.5ha 1.5~2.0ha 2.0~3.0ha More than 

3.0ha 

1960 2,350 (100.0) 42.9 30.1 20.7 6.0  0.3 

1970 2,411 (100.0) 32.6 34.2 18.5 8.0 5.1 1.5 

1980 2,127 (100.0) 28.8 35.1 20.6 9.0 5.1 1.5 

1990 1,743 (100.0) 27.7 31.2 20.2 11.0 7.4 2.5 

2000 1,369 (100.0) 32.2 27.7 16.0 9.6 8.3 6.2 

2005 1,255 (100.0) 36.5 26.4 22.3 7.4 7.4
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Percentage of Large Farms and Their Production Trends

unit: %

Source: National Statistics Office, Agricultural Industry Survey. Ministry of

Agriculture and Forestry, Livestock Survey. Figures for 2015 are estimates.

Table 2-10

Year

Scale of

Operation

1995 2000 2005 2015(forecast)

Percentage
of total

households

Percentage
of total
area

Percentage
of total

households

Percentage
of total
area

Percentage
of total

households

Percentage
of total
area

Percentage
of total

households

Percentage
of total area

Over 3 ha of
wet fields 2.8 14.8 3.8 20.0 4.9 26.4 9.0 36.8

Over 2 ha of
dry fields 2.5 18.0 3.2 24.0 3.9 30.0 5.7 41.9

Over 1 ha of
orchards 13.6 42.9 14.1 44.3 14.6 45.8 15.7 48.7

Over 2,000 pyung
of facilities

12.4 38.3 10.5 47.1 9.6 52.9 7.5 56.1

Year

Scale of

Operation

1995 2000 2005 2015(forecast)

Percentage
of total

households

Percentage
of total

number of
livestock

Percentage
of total

households

Percentage
of total

number of
livestock

Percentage
of total

households

Percentage
of total

number of
livestock

Percentage
of total

households

Percentage
of total

number of
livestock

Over 30 head
of cattle 1.7  16.6 3.1 36.4 6.9 46.9 14.4 58.8 

Over 50 head
of dairy cows 5.6  17.8 28.0  50.4 49.9 71.6 73.7 2.1 

Over 1,000
pigs 2.4  36.5 9.8  60.2 24.0  77.9 42.4  88.2 

Over 30,000
chickens 0.3 44.0 0.5 60.1 1.1 73.7 2.2 82.3 
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Distribution of Agricultural Types, Trends and Forecasts

units: thousands of households, %

Source: National Statistics Office, Agricultural Industry Survey. Figures for 2015 are

estimates.

In addition to changes in the production structure, crop types and farm

products are also shifting. The distribution of farms by product types in the

Agricultural Industry Survey shows the number of rice farmers decreasing and

orchards and dry-field farms rising. Although livestock farms have not

increased in percentage as much as they have expanded their revenues, the

scale of each farming operation continues to increase. The age distribution of

farm owners for each farm type places the youngest owners in horticulture,

followed by livestock farming, specialty crop farming, orchard farming,

vegetable farming, and rice farming.

While land and other resources are increasingly concentrated in large

operations, family farms have continued to diminish and fall to the lower strata

in the social structure, with farms cultivating less than 0.5 ha comprising

36.5% of the total number of farming households in 2005. In the Agricultural

Industry Survey of 2005, 470,000 households farmed less than 0.5 ha, with an

average owner age of 62 and 48.1% of farm owners over 65 years of age.

Among the 330,000 households with farmland plots of 0.5 to 1 ha., 48.5% of

the owners were above the age of 65. These small farms with aging operators

will require focused policy attention.

Table 2-11

Year Rice Orchards Vegetab
les 

Specialty
crops 

Horticul
ture

Dry
fields Livestock Others Total 

1995 823
(54.9) 

144
(9.6) 

247
(16.4) 

46
(3.0) 

10
(0.7) 

70
(4.7) 156 5 1,501

(100.0) 

2005 648
(50.9) 

146
(11.5) 

230
(18.1)

27
(2.1)

10
(0.8)

125
(9.8) (10.4) 4

(0.3)
1,273

(100.0) 

2015
(forecast)

432
(48.9)

119
(13.5)

180
(20.4)

19
(2.2)

7
(0.8)

66
(7.5) 83 3

(0.3)
883

(100.0)
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2.4. New Farm Management Trends

What types of farming enterprises exist apart from family farms? These

farm management bodies can be called “corporate farms,” which can be

classified as follows:

The first group of corporate farms are agricultural corporate firms as in

the case of current farm associate corporations and farm business companies

that are operated through the investment of farm operators who are members

or employees of such organization. Further relaxation of regulations governing

such corporate entities will lead to increased investments of industrial capital

and the creation of professional managers who can expand the scale of

agricultural operations and create true agricultural businesses.

The second group are public agencies or third-sector agricultural

enterprises. Public agencies refer to a variety of government agencies and

organizations that are already classified as quasi-farm operators, the current

operations of which consist mainly of agricultural operations for research

purposes. Regional autonomous governments have recently begun to directly

participate in agriculture, or establish agricultural trusts with Nonghyup as

third-sector enterprises. There has been an increasing call for regional

governments to finance public corporations so that they can begin farming in

previously uncultivated land for the purpose of preserving farmland. 

The third group are those whose agricultural operations are run by private

companies, which is currently not authorized due to the regulations prohibiting

the ownership of agricultural land by corporations. However, the farmland

created by land reclamation were permitted for ownership by non-farmers by

the Agricultural Land Reform Act, although only a few corporate farms are in

operation as most of the reclaimed land were tied up in lengthy ownership

disputes until the mid-1990s. Livestock agriculture has been permitted for

corporate entities since the 1970s, and while several large operations continue

to thrive, the new barriers erected to protect the revenues of farm households

have created management difficulties.

A typical type of non-household agricultural management is the

제2장2절  1904.6.26 9:25 PM  페이지70   9600/233三綱五倫 가상 프린터 2400DPI 200LPI  W



Agricultural Resources and Structures  71

View of an Agricultural Corporation Glass Greenhouse of the Gumi 

Horticultural Corporation

agricultural corporate firm as specified in the sections 15 and 16 of the

Agriculture and Rural Communities Basic Act. According to a survey on

agricultural corporate entities conducted by the National Statistics Office in

2005 (Table 2-12), a total of 5,626 agricultural corporations were found to be

in operation.

However, when proprietary management companies are excluded, since

they are corporate firms in name only and operate under single ownership and

management much like an individual family farm, there are 3,549 genuine

agricultural corporate firms (2,958 farm associate corporations and 591 farm

business companies). Among these corporate firms, 43.5% are engaged in

agricultural production, 18.0% in other businesses, 15.2% in distribution and

sales, 14.0% in processing and sales, and 9.2% in agricultural services. By

revenue, 31.3% of total revenue is generated from agricultural production,

followed by 28.5% from agricultural and livestock product processing, 25.6%

from distribution, 11.8% from other businesses, and 2.8% from agricultural

services. Thus, over half of agricultural business entities do not operate as

agricultural producers but engage in processing, distributing and selling the

agricultural products produced by family farms. It is unclear whether

agricultural businesses in their current forms can be developed as agricultural

corporate firms bodies that can complement family farms. 
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Agricultural Corporations Make-Up (2005)

unit: number of corporations, %

Note: “Others” denote national and regional autonomous governments, producers’

organizations, schools, aggregate corporations, foundations, and other

organizations or entities.

Types of Business Operations of Agricultural Corporate Firms (2005)

Source: National Statistics Office, 2005 Survey on Agricultural and Fishery

Corporations

Today, popular perceptions of agricultural businesses are changing and

corporate farm management is expected to spread rapidly in the agricultural

sector. The first advantage is productivity. While family farms exhibited

Figure 2-9

Table 2-12

Classification
In operation Joint

proprietary
management

Sole owner
management

Separate
proprietary

managementPercentage

Total 5,626 100.0 2,841 708 1,711

Farm associate corporations 4,293  76.3 2,396 562 1,335

Farm business companies 967 17.2 445 146 376

General Corporations 88 1.6 - - -

Others 278 4.9 - - -
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certain advantages under labor-intensitive production methods, mechanization

and automation have allowed corporations to enter the industry without

difficulty. The second advantage is the benefits of professional management

techniques. Advances in commercial farming have enabled accurate

methodologies for production, sales, and market analysis, with corporate

management having distinct advantages in marketing strategies and

techniques. This is why most family farms focus on production and depend on

local distribution centers and specialized distribution companies for sales. The

third advantage is the permanence of corporate entities. As the cooperative

function within a farming family weakens, the possibility of inducing

cooperation and creating a cooperative management body among farm

households is becoming greater. While family farms can disappear due to the

lack of successors to the family business, corporate farms can exist

continuously through the supply of new labor. 

2.5. Agricultural Management Development Models by
Product Type

As agricultural enterprises grow in scale and management expertise, the

agricultural industry is expected to develop based on a cooperative network

involving individual family farms, agricultural corporations and agricultural

organizations. While there are some differences in the types of products and

operations between different entities today, a production system centered

around large and specialized farms is rapidly taking form, with distribution

networks in producing regions actively operated to complement individual

family farms as well. 

The creation of specialized business organizations for various product

types and industries are vital in enhancing the competitiveness of the Korean

agricultural industry. Organizations dedicated to processing and distribution

can enable individual farms to focus on production, increasing the overall

value added of agricultural products through economies of scale and scope.

Efforts are underway to link these organizations into “agricultural industry 
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Rice Industry and the Development Model of Management Entities

clusters” where related industries, universities, research institutes and

government agencies form a network to achieve synergy. 

Thus, it is necessary to formulate medium- and long-term strategies for

each product type and clearly outline the roles of the management entities

forming the industry, and assemble the resources and abilities of farm owners,

entrepreneurs and experts. The development model for agricultural enterprises

in the rice industry may be described as in Figure 2-10.

Organized large-scale enterprises will contribute to the majority of

production in the rice industry, creating unique regional brands in tandem with

local rice processing complexes (RPC). Rice processing complexes have

already become centers of rice production and distribution, and will continue

to occupy an important position in crop selection, distribution and sales to

stabilize the supply system in each region. With electronic commerce offering

a new method for rice distribution, the price differentiation by crop type and

growing method will create a variety of distribution channels that will fetch

optimal prices through quality. Organized agricultural businesses will be able

to use the market distribution system to control rice production, with

specialized family farms pooling resources and increasing leased land for eco-

friendly and organic farming to produce lucrative brand-name crops.

The horticultural industry will develop into a capital- and technology-

intensive agricultural industry, strengthening marketing competitiveness

Figure 2-10
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through agricultural product processing centers and creating diversified

distribution channels. Horticultural products, such as facility vegetables, floral

products, and fruits, can secure export competitiveness through quality and

product safety, and fresh vegetables will always be able to retain some

measure of self-sufficiency due to consumer preference for fresh food

products. Farm owners will be able to use technology, agricultural automation

and precision techniques to expand the scope of their enterprises and create a

professional agricultural organization. Small and medium farms will adopt

environmentally-friendly farming techniques and take advantage of rural

cooperative work groups to pursue joint revenue through joint production and

distribution. Regional distribution centers will form the core of distribution and

logistics, and APC-level organizations will respond to the development of

logistics centers and large wholesale markets by creating cooperative

production, distribution and sales networks by pooling the resources of smaller

farms and agricultural cooperatives.

The livestock industry will reorganize its production structure around

high quality and safety, and create a refrigerated distribution network for high-

quality Korean beef through livestock processing complexes as well as a

subsidiary network for Korean cattle that will include breeding farms. Dairy

farms will create a stable supply structure for high-quality milk and dairy

products, increasing in scale and adopting new technologies to create

Horticultural Industry and the Development Model of Management EntitiesFigure 2-11
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professional agricultural organizations. Pig farming will develop into an

environmentally-friendly livestock industry with brand products created by

producer organizations and subsidiaries. Poultry farming will adopt a vertical

subsidiary company structure with advanced packaging and distribution

systems for meat and GPCs for egg distribution based on local distribution and

logistics infrastructures. 

2.6. Outlook and Major Issues

The Korean agricultural industry has been transformed rapidly during the

past half century upon the foundation of market principles and competitive

systems, but further growth will be required to transform the Korean farming

into an advanced industry in today’s age of globalization. As part of these

efforts, the Korean government is focusing its policy attention on creating

regulations and policies that can nurture growth-oriented independent

agricultural enterprises. These market-oriented policies have resulted in rapid

structural changes in the industry as well. Capital- and technology-intensive

agricultural enterprises, such as livestock and horticultural agriculture, are

being reorganized into a small number of large-scale agricultural businesses.

The participation of new human resources into these agricultural corporations

and the creation of new agricultural corporate entities signal a bright future for

the entire industry.

Livestock Industry and the Development Model of Management EntitiesFigure 2-12
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Some experts voice concerns over the recent deregulation of the industry

in favor of agricultural corporations. However, it is clear that agricultural

industry environments of the future will demand the need for a variety of

farming entities. As family farms decline, agricultural organizations and

corporations are becoming the center of regional agriculture, and individual

farms must inevitably form close relationships with agri-businesses to secure

processing and distribution channels. Thus, it would be advantageous to focus

not on the validity of agricultural corporations but rather examine the possibles

for cooperation and coexistence between family farms and farming

enterprises. 

The government policy must focus not on facilitating agricultural

corporations but on developing a variety of agricultural enterprises around

family farms. Agricultural enterprises will not develop according to the wishes

of policy makers, and the government must focus on creating the conditions

that enable agricultural entities to flourish on their own initiative. Agricultural

policy must have uniformity and a clear direction and offer a long-term vision

for the industry, as well as systematically abolish regulations that restrict the

entrepreneurial activities of farming enterprises and create a free competitive

system. 
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Section 3. Farm Household Economy 

The Korean farm household economy has been transformed as

agricultural and rural conditions changed. Increasing farm household income

was the first and foremost policy goal in the 1970s, and part-time farmers

appeared as the importance of non-farm income was emphasized. In the

1980s, commercial agriculture greatly expanded, and policies to improve farm

management were implemented based on the analysis of achievements in

terms of commodities or farm enterprises. In the 1990s, various farming

organizations were created and agri-businesses have appeared since the 2000s. 

A reduction in farm household income became a main issue in the late

1980s, leading to farm household debt relief measures in 1989. After the

Uruguay Round negotiations on agriculture, the government began to focus on

ways to stabilize and enhance farm household incomes. 

Additional domestic market opening pressures by the Doha Development

Agenda and a number of free trade agreements have created new perils for the

farm household economy in this decade, and thus led to the introduction of

direct income payments. As the income gap among farm households as well as

between farm and non-farm sectors has widened, problems concerning low-

income farm households and income distributions began to be discussed. 

3.1. Trends of Farm Household Income 

Nominal farm household incomes have continued to rise since 1998, and

were restored to their pre-financial crisis levels in 2001. Although farm

household incomes have steadily increased, the farm household economy was

getting worse and worse owing to a rapid increase of farm household debts. In

addition, farm household expenditures have also begun to rise rapidly since

2002. However, major indexes of farm household economy have improved in

recent years. Between 2003 and 2006, nominal farm household income rose

6.3% per year, while farm debt and expenditure annually rose 1.9% and 5.8%
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respectively. However, these improvements were the result of public financing

and transfer incomes rather than an improvement in farm profitability. 

According to the Farm Household Economy Survey 2006, the average

income per farm household in 2006 was 32.3 million won. The agricultural

income of farm household was 12.09 million won, accounting for 37.4% of

total farm household incomes

Trends in Major Farm Economy Indexes (1993=100) 

Source: National Statistics Office, Farm Household Economy Survey for each year 

Major Indexes of Farm Household Economy 

unit: thousands of won 

Source: National Statistics Office, Farm Household Economy Survey for each year 

Table 2-13

Figure 2-13

Year Farm Household Income Agricultural Income
Farm Household

Expenditure
Farm Household

Debt

1990 11,026 6,264 8,227 4,734

1995 21,803 10,469 14,782 9,163

2000 23,072 10,897 18,003 20,207

2006 32,304 12,092 28,461 28,161
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3.2. Changes in the Structure of Farm Household Incomes 

Income sources for farm households show significant changes over the

past decade. Agricultural income accounted for over 50% of total farm

household income in the early 1990s, but fell to 37% in 2006. Non-farm

income has risen steadily since the 1990s, falling slightly during the financial

crisis of 1997 but recovering in 1999. However, it has been falling again after

2003. Therefore, the reduction of agricultural incomes was complemented by

transfer incomes rather than non-farm incomes. Non-business income

accounted for 23% of total farm household income in 2006. 

The proportion of non-farm income to total farm household income is

continuously increasing, contributing to the stabilization of farm household

income. However, non-farm income in Korea is still lower than those of other

counties. The growth of agricultural income has been prevented because

increases in agricultural imports have led to falling prices of agricultural

products, and high fuel and material prices as well as rising interest burdens

have increased operating costs. Thus, it is suggested that non-farm income

should be increased in order to increase farm household income. Although

efforts are under way to reevaluate existing policies for non-farm income and

to develop new income sources, there are no visible achievements so far. 

The Composition of Farm Household Income Sources

Source: National Statistics Office, Farm Household Economy Survey for each year 

Figure 2-14
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The percentage of transfer income has continuously increased,

accounting for 18% of total household income in 2006. It resulted from the

increase of public subsidies like the rice income direct payments that began in

2005. 

The proportion of public subsidies was 5.2% in the total farm household

income in 2003, but rose to 8.6% in 2006 due to rice income direct payment

program. Smaller farms received more benefits from other types of public

subsidies like pensions, while larger farms received more public subsidies

related to agriculture. 

3.3. Changes in Terms of Trade of Farm Households 

Despite the overall improvements in the farm household economy for the

past three years, farm households are relying less on agricultural income. A

lowering of the agricultural profitability is because the improvement of

agricultural productivity fails to increase agricultural incomes due to

worsening terms of trade conditions. 

The terms of trade for farm households improved slightly until 2003, but

worsened for the next two years. It has stagnated afterward. While farmers’

purchasing price increased continuously, farmers’ selling price dropped from

Changes in Terms of Trade of Farm Household 

Source: National Statistics Office, Farm Household Economy Survey for each year 

Figure 2-15
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2004 on account of agricultural market opening by UR agreement despite the

decrease in the number of farm households and the increase in farm scale per

household. Since additional free trade agreements and further multilateral trade

negotiations will inevitably lead to increased imports, the possibility of

improving the terms of trade is low. 

Trends in the Value of Total Agricultural Production and 

Total Agricultural Income (Current Account, Billions) 

Note: The drop of total agricultural income in 1998 reflects the financial crisis, and

the change in 2003 reflects the effects of cold weather damage and the

foot-and-mouth disease outbreak.

Figure 2-16

Trends in Real Agricultural Income, Receipts and Expenses  

Source: National Statistics Office, Farm Household Economy Survey for each year

Figure 2-17
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Since 1995, real prices of agricultural products have dropped and

agricultural incomes have stagnated due to oversupply of agricultural products.

Therefore, there is a concern about the discrepancy between agricultural

growth and productivity improvement. 

Although farm receipts in real term have been increasing since 2000, real

agricultural income did not increase owing to a rapid growth of farm expenses.

In 2003, farm expenses related to livestock jumped up compared to those of

the previous year (148.9%) due to the increase of feed price, which resulted

from the increased foreign exchange rate. As a consequence, the overall farm

expenses in 2003 also dramatically increased. In 2006, the increase of rent

(8.3%) was responsible for the rise in farm expenses. 

3.4. Income Gaps Between Urban and Farm Households,
and Among Farm Households 

Until the mid-1990s, the proportion of farm household income to urban

household income was over 90%. However, the income gap between urban

and farm households has widened since 1995, and agricultural income level

fell to 73% of urban household income. The income gap has been slightly

reduced since 2002, with farm household income reaching 78% of urban

household income in 2006. 

Income Gap Between Urban and Farm Households (1995~2006) 

Source: National Statistics Office, Household Survey and Farm Economy Survey for

each year

Figure 2-18
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Income Gaps Between Urban and Farm Households by Income Classes 

Source: National Statistics Office, Household Survey and Farm Economy Survey

for each year

This overall income gap mainly results from a significant income gap of low-

income classes between urban and farm households. In the past three years, the top

20% income class of farm households earned 90% as much as the same income class

of urban households. The income class of farm households belonging to the lowest

20% earned only 50% of the same income class of urban households. However, this

gap in the lower-income groups has begun to be narrowed since 2003. 

The income gap between high- and low-income classes within farm

households has worsened. The income inequality among the income classes of

farm households has expanded because the increasing rate of real income in

the low-income class compared to other classes is relatively slow. 

According to the Gini Index, a measure of income, inequality of farm

household income improved slightly between 1998 and 2000, but it has

worsened afterward. 

Since 2000, the inequality of agricultural income has been higher than

that of total farm household income, indicating that the gap in agricultural

income is a main factor of inequality of farm household income. However,

transfer income is contributing to mitigate the bipolarization of farm household

income. In 2006, agricultural income inequality fell slightly compared to the

previous year, while non-farm income disparity rose. 

Figure 2-19
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The income gaps among farm operators of similar age are serious in terms

of farm size. Among the below-50 age group, the highest income class had

incomes nearly 1.5 times greater than that of the lowest income class in 2006.

3.5. Trends in Farm Household Expenditures 

The farm household economy has both sides of production and expenditures

as a basic unit of farm management. In other words, a farm household is a unit of

farm management and an economic unit for a household at the same time. 

The sufficiency level of farm household expenses (agricultural income /

household expenses) has a downward trend. Specially, it has been declining rapidly

after 2003. However, the average propensity to consumption (household expenses /

disposable income) of farm households has an increasing trend after 1994. 

The average propensity to consumption of farm households shows

significant differences in terms of their income classes. The average propensity

to consumption of a lower-income group is higher than that of a higher-income

group. The share of food expenditures in the total household expenditures

tends to be lower in a higher-income class, while educational expenses of a

higher-income class are higher. 

The average propensity to consumption of households whose farm

Trends in Farm Households’ Expenditures 

Source: National Statistics Office, Household Survey and Farm Economy Survey for

each year

Figure 2-20
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operators are above age 70 is the highest, followed by farm operators under

age 40. Educational expenditures in the totoal expenditures are the highest in

the latter group, while healthcare expenditures in total farm expenses account

for the largest portion in the former group. 

Farm Household Expenditures by Age Group of Operators (2006)

Source: National Statistics Office, Farm Economy Survey for each year 

Figure 2-22

Farm Household Expenditures by Income Classes (2006) 

Note: Other expenses include housing, utilities, furniture and household goods,

clothing and shoes, entertainment and leisure, transportation and

communication, depreciation, and miscellaneous expenses 

Source: National Statistics Office, Farm Household Economy Survey, 2006 

Figure 2-21

제2장3절  1904.6.26 9:27 PM  페이지86   9600/233三綱五倫 가상 프린터 2400DPI 200LPI  W



Agricultural Resources and Structures  87

3.6. Trends in Farm Household Debt 

While farm household debts for agriculture or secondary business fell

between 2003 and 2006, farm household debts rose due to the growth of non-

agricultural and household consumption debts. Because agricultural

profitability is falling down and new investments in the agricultural sector are

reducing recently, the use of debts has changed from agricultural production to

household consumption and other expenditures. 

An analysis of farm household debts by farm sizes in 2006 reveals that in

the case of small-scale farms with less than 1 hectare, the agricultural debt is

lower than the debts of household consumption, secondary business, and

others. On the other hand, the agricultural debt in the large-scale farms is

higher than the other debts. The reason for the high rate of household

consumption debts in the small-scale farms is that the farm household allots

farm household debts to cover the shortage of household expenditures arising

from the reduction of farm household incomes. If this situation continues, the

financial structure of farm households will continue to worsen. 

The ratio of debt to asset is frequently used to evaluate the financial

soundness and repayment capacity of long-term debts for farm households. If

the debt to asset ratio of farm household is over 40%, the farm household is

Changes in Farm Household Debts 

Source: National Statistics Office, Farm Household Economy Survey for each year

Figure 2-23
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financially in danger. Farm households with a debt to asset ratio over 70% are

considered as financially distressed farm households. In 2006, farm

households with debts fewer than 30 million won showed a ratio of less than

40% and thus were financially healthy, while farm households with over 30

million won in debt had a low repayment capacity of long-term household

debts.

Debt Distribution by Farm Sizes (2006) 

Note: Figures are for the end of year. 

Source: National Statistics Office, Farm Household Economy Survey for each year

Figure 2-24

Distribution of Farm Households by Operator’s Age and Debt Size

Source: National Statistics Office, Farm Household Economy Survey, 2006 

Figure 2-25
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Households with older farm operators had smaller debts, while younger

farm operators had larger debts. In 2006, 19% of farm households with owners

in the 40s had debts of over 100 million won. Farm operators in their 30s and

40s comprise the core labor force of Korean agriculture, and the fact that they

have significant debts means that there is a high risk of facing unstable farm

management in the long run which would result in the weakening of

competitiveness in agriculture. 

3.7. Prospect and Issues 

There exist substantial gaps in agricultural technologies and agricultural

income levels among farm households on account of differences in their farm

size and operator’s age. This phenomenon indicates that the approach to solve

the problems of farm household economy based on the concept of average

farm household is not effective. Therefore, an appropriate policy has to reflect

various needs because every farm household has different needs. In other

words, policy measures should be applied according to farm households

classified by their characteristics and needs. 

Although farm household debts are an unstabilizing factor in farm

household economy, it can be a base for further growth as well. While farms

with larger debts exhibit higher income fluctuations, many farms have been

able to greatly expand their incomes through prudent financing. That is,

effective management of farm household debt can provide the foundation for

growth. 

The debt management of farm household is especially an important

subject as larger the farm household debt, higher is its income fluctuation.

Farm households must maintain their debt to asset ratio below 40% in order to

deal with external shocks and pressures. In the future, the profitability of

agricultural production will be stagnant owing to further liberalization of the

agricultural product market and stagnation of agricultural prices. Wise debt

management is essential in order to prepare for these external shocks. Farms

should make an effort to lower their debt to asset ratio under 40% rather than
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take on more debts to expand their operations. 

In order to increase agricultural income as a means of improving farm

household incomes, the government should provide policy measures

encouraging farms to supply high quality and high value-added products.

However, increasing agricultural income is limited because agricultural

product prices are unstable and falling, and operating costs are rising due to the

increase of fuel price, material costs and interest burdens. Therefore, policy

supports to increase non-farm income as well as transfer payment should be

implemented. Specifically, the Korean government must support rural tourism

and food processing and distribution activities as part of efforts to develop new

non-farm income sources. It should also integrate and expand the current

system of direct income payments to increase transfer incomes of farm

households. 
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Section 4. Agricultural Cooperatives

Agricultural cooperatives in Korea are comprised of regional agricultural

cooperatives and commodity specialized agricultural cooperatives that

together form the membership of the National Agricultural Cooperative

Federation (NACF). The Korean agricultural cooperative system is one of the

most unique organizations of its kind in the world, operating as a multi-

purpose cooperative organization conducting both banking business and

supply and marketing businesses. The banking arm of the NACF enabled

Korean agricultural cooperatives to develop rapidly and solve the vicious high

interests that had plagued farming enterprises.

The unique structure of the National Agricultural Cooperative Federation

served the nation well during its period of economic development, but faces

difficulties adapting to a new era of globalization. Member farmers are

increasingly demanding a stronger marketing business, but cooperatives are

widely regarded to be focusing on its more profitable banking business. In

addition, the NACF is criticized for competing with regional cooperatives in

the banking industry, preventing regional cooperatives from developing. In

order to improve this system, regional cooperatives are pursuing measures to

increase their scale and actively engage in distribution businesses. There is an

increasing call for the separation of NACF’s business areas as well, that is,

splitting its banking business from other business activities.

NACF Headquarters Primary Cooperative
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4.1. The Development of the Agricultural Cooperative Federation

The development process of agricultural cooperatives in Korea will

provide a good illustration of the procedures for creating agricultural

cooperatives for developing countries that wish to boost their agricultural

sector. Along with land reforms, building the foundation of agricultural

cooperative organizations was one of the Korean government’s major policies

following the nation’s founding in 1948. The government determined that the

establishment of family farms and agricultural cooperatives was crucial to the

development of the nation’s agricultural sector. One of the most pressing issues

being faced by rural areas was the lack of financial credits and vicious high-

interest rates hampering development.

Financial cooperative federation was already in existence in Korea’s rural

areas, and the major task for the government was to convert this organization

into agricultural cooperatives. However, a conflict arose between the Ministry

of Agriculture and Forestry and the Ministry of Finance on legislations

defining the roles of financial cooperative, which led to delays in the formation

of agricultural cooperatives. The major point of conflict was whether to

separate banking business and economic businesses of the organization or not.

In 1956, the NACF was founded first to address the business needs of

agricultural communities, with the Agricultural Bank Cooperative planned to

take over the banking needs. Village-level cooperatives began to form as the

basic agricultural cooperative units.

Agricultural cooperatives continued to expand, but the lack of a banking

business prevented the organization from securing sufficient financing, and

conflicts with the Agricultural Cooperative Bank began to impede the

organization’s business-related activities. Thus, the original plan of inducing

the development of agricultural cooperatives and rural economies through an

agricultural credit system failed to produce meaningful results, and industry

experts began to call for a reconsideration on the separation of the banking and

supply and marketing businesses of the national agricultural cooperative

federation. In 1961, Korea’s military regime formulated a new Agricultural
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Cooperative Act to integrate the existing laws governing agricultural

cooperatives and agricultural banks, creating the NACF as the central

cooperative federation to oversee both banking and enterprise businesses. A

three-tiered system of the National Agricultural Cooperative Federation,

including county and local village cooperatives, was formed. 

The local village and primary cooperatives, which form the basic

foundation of the national organization, were too small to provide meaningful

support for the community development. Major tasks were being performed

by the city and county cooperatives. In order to increase the scale of local

cooperatives, the smaller organizations began to be consolidated into “Eup”-

and “Myeon”-level organizations that represented larger administrative

districts. The plan, created in 1969, called for integrating all local organizations

into larger units by 1973. As a result, the number of local cooperatives fell

from 16,089 in 1968 to 1,545 in 1973.

As agricultural cooperatives began to increase in scale, the creation of

mutual credit banking laws in 1972 enabled local cooperatives to grow rapidly

by offering financial services. Primary regional cooperatives were also

permitted to conduct banking services, leading to the creation of a larger

agricultural cooperative structure. The development of mutual banking and the

rapid growth of primary cooperatives also led to the eradication of the vicious

high interest rate in rural communities. In 1980, city and provincial

Structure of Korean Agricultural CooperativesFigure 2-26
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cooperatives were reorganized into branch offices of the NACF, creating a true

national network and transforming the structure of the national cooperative

system into a two-tiered “primary cooperative-NACF” structure. The rising

demand for democratization in the nation during this period led to the creation

of a direct election by the members for the chairman of each cooperative to

replace the indirect election system.

4.2. Organization and Business Structure of the NACF

4.2.1. Organizational Structure

Korean agricultural cooperatives conduct both banking as well as

enterprise functions. Even the NACF, the national organization, serves

multiple functions. In several countries, including Japan, primary cooperatives

serve multiple functions, but even in Japan the central federation is divided

into separate groups according to different tasks. Thus, most agricultural

cooperatives systems have separate banking, supply and marketing, and

central administrative organizations, whereas the Korean NACF is a unique

organization in the world that oversees all three types of operations.

The Agricultural Cooperative Act regulates the establishment of

agricultural cooperative organizations. Primary cooperatives cannot be formed

by individual farmers, but instead must be certified by the government. Thus,

individual farmers become members of a primary regional cooperative, which

in turn becomes members of the larger central NACF.

Primary agricultural cooperatives in Korea can be classified into regional

agricultural cooperatives and specialized product cooperatives. Regional

cooperatives are further divided into arable cooperatives and livestock

agricultural cooperatives. The Korean agricultural cooperative system, as seen

in Figure 2-26, is mainly formed by regional agricultural cooperatives,

whereas the number of specialized product cooperations is significantly

smaller. 
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The Structure of Korea’s National Agricultural Cooperative Federation

These regional cooperatives are defined by administrative districts to

avoid overlapping. Thus, a farm household can not become a member of a

cooperative outside of its area of residence. Every farmer can become a

member of a regional primary cooperative. Some cooperatives are larger than

others, responsible for multiple administrative districts while smaller

organizations may deal with only a single district. 

Specialized product cooperatives are organizations for farmers dealing

with specific products and commodities, open to membership for farm

operations that exceed a certain scale. While regional primary agricultural

cooperatives are open to all farm households, only established farmers of

certain sizes can join the more specialized product cooperatives. Specialized

product cooperatives can have larger areas under its management than regional

primary cooperatives.

In 2006, there were a total of 2,398,000 members in primary cooperatives in

Korea, with regional agricultural cooperatives numbering 1,017 followed by 122

Figure 2-27
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regional livestock cooperatives. Among specialized product cooperatives, there

were 48 crop-farming cooperatives, 24 livestock cooperatives, and 12 ginseng

cooperatives for a total of 1,277 primary agricultural cooperatives. These in turn

form the single central National Agricultural Cooperative Federation. 

4.2.2. Business Structure

In Korea, primary cooperatives are modeled after Reiffeisen coopera-

tives, formed as a general agricultural cooperative that aims to carry out a

variety of tasks that affect the economic and social activities of member

farmers, including banking, supply and marketing, processing, retail, farm

equipment, and education and training tasks. Regional and specialized product

cooperatives often engage in the same types of tasks, which can sometimes put

them at odds with each other when conducting business in the same district.

Primary cooperatives operate different types of businesses depending on

its type. Regional cooperatives are geared towards providing banking services,

which account for 72.1% of total operations, with sales, purchasing, retailing,

processing and other supply and marketing activities accounting for only

21.5%. Regional cooperatives are focused on providing credit services rather

than enterprise services. For regional livestock cooperatives, on the other hand,

Business Operations of Primary Agricultural CooperativesFigure 2-28
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banking services account for 49.7% while supply and marketing businesses

account for 47.0%. Specialized product cooperatives tend to concentrate more

on enterprise services, with 58.9% of their total operations in supply and

marketing services while credit services only account for 37.4%. Regional

primary cooperatives received a permission to provide banking services in

1972, with specialized product cooperatives being granted the same rights in

1989 to allow them to finance their weakening supply and marketing services.

The relative short history of providing financial services accounts for the lower

share of banking services in specialized product cooperatives. 

In Korea, primary cooperatives generate revenues through their banking

businesses while posting losses in their supply and marketing businesses,

creating a business structure that funds enterprise and education projects

through profits from banking services. These banking services target not only

members of the cooperative but also non-member local residents as well. The

rapid growth in credit services for non-members has increased the importance

of banking services in primary cooperatives. These development paths have

received criticism from some observers who point out that primary coope-

ratives have lost sight of their main goal of providing enterprise support for the

members of the agricultural cooperatives.

The NACF also provides banking, insurance, and supply and marketing

services. The banking services of the NACF normally involve non-member

entities in urban areas, such as commercial banks, rather than cooperative

members. The deposit size of the NACF is the third largest bank in Korea ─

37.2% of total profits flowing in from the organization’s banking business,

compared to 38.8% from its insurance business and only 15.3% from the loss-

generating supply and marketing business. The NACF uses its profits from

banking and insurance operations to fund its supply and marketing businesses

that members need. 

The NACF conducts support projects for the development of primary

cooperatives using its banking service revenues, in the form of cooperative

mutual support funds. The cooperative mutual support fund is operated by the
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central organization. The 1.966 trillion won fund is used to provide interest-

free funding to primary cooperatives. The experiences gained from the

NACF’s banking business are applied to regional primary cooperatives. credit

business enabling the smaller organizations to develop new services and

products without added expenses. Unlike similar organizations overseas, the

NACF operates a competitive banking business that supports the development

of primary cooperatives. 

4.3. Major Agenda and Issues

The liberalization of the agricultural market in the early 1990s demanded

new roles for the NACF. As government market intervention began to

decrease under the WTO regime and the agricultural product market began to

open its doors to the outside world, the NACF was called upon to increase its

marketing businesses to strengthen the organization’s roles in areas previously

unaddressed.

Calls for reforming the organization and separating the banking and

supply and marketing businesses of the NACF became increasingly

vociferous. The NACF was criticized for focusing too much on conducting

banking services for non-members rather than carry out other supporting roles

NACF Revenue by BusinessFigure 2-29
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for its member cooperatives. Although the NACF will have to transform its

organization structure in order to revitalize its supply and marketing arm, there

has been significant resistance to the change within the organization. In order

to fulfill the needs of farm operators, the entire structure of Korean agricultural

cooperative system will have to be transformed. The major issues facing the

organization will be outlined in the following section.

4.3.1. The Banking Business Separation in the NACF

The main issue in NACF’s reform is the separation of its banking

business from its supply and marketing business. The NACF has managed to

achieve a significant growth thanks to its banking arm, but changes in the

agricultural product market and other economic circumstances have revealed

the need for a stronger marketing function of the agricultural cooperatives.

However, the NACF is being criticized as being focused on profit-generating

activities and less on the needs of its members. The NACF has become the

victim of its own successful banking business. The separation of the NACF’s

operation units has been an issue since the start of the WTO regime in 1994,

but no solutions have surfaced to date.

On the other hand, some experts point out the advantages created by the

integration of the banking and supply and marketing businesses of the

organization in 1961 into a single organization. The NACF was able to induce

the development of primary cooperatives with the revenues generated by its

banking business, and fund its supply and marketing arm that did not generate

sufficient revenues to cover its operations. Thus, the Korean agricultural

cooperatives would not have been able to provide services to its members

without the revenues from its non-member banking business. The organization

was able to make positive contributions to the development of the Korean

agricultural sector by expanding its support for primary cooperatives with the

revenues from its banking business. Thus, experts are proposing a reform of

the cooperatives so that positive aspects of its existing business model can be

preserved and its other member-oriented businesses strengthened. 
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However, while the NACF was able to make positive contributions to the

primary cooperatives, the NACF has also been criticized for overpowering the

regional organizations. Inefficient and ailing cooperatives were also propped up

by the NACF support, preventing the healthy growth and development of

regional cooperatives. The powerful central cooperatives have come to

dominate the smaller regional cooperatives. By using its immense financial

resources to carry out economic projects that often overlap with those of the

primary cooperatives, some primary cooperatives are actually experiencing

difficulties in carrying out their own initiatives.

Proposals to separate the two business units of the NACF include the

creation of cooperative federations that each handles the different business

tasks of the current NACF, as well as a central union that is responsible for

education and training. In addition, the business tasks currently conducted by

the NACF will be transferred to the primary cooperatives to reduce the role of

the central cooperative federation and boost those of the regional primary

cooperatives. This issue is currently still under debate.

4.3.2. Growth of Primary Cooperatives

Another issue that the agricultural cooperative system in Korea faces is

the effective growth strategies of regional primary cooperatives. The

appearance of large discount supermarkets in the agricultural product market

and their increasing share in the retail market have reduced the bargaining

power of farm households. The scale of producers’ distribution and marketing

must be increased to ensure a steady supply and better bargain positions of

farm owners and operators. In addition, the NACF needs to focus on food

processing and packaging and developing fresh food products to compensate

for falling agricultural product prices in the market. A strengthened role of

primary cooperatives has been proposed in order to address these issues and

increase investment in logistics and distribution networks including packaging

houses in production regions. 

In the early 1970s, primary cooperatives of small villages began to
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consolidate to develop town and district cooperatives, increasing the scale of

their operations and subsequently growing rapidly with the aid of banking

service revenue from their mutual credit enterprises. During this era, when the

basic administrative units were limited to “Eup” and “Myeon” districts, the

relatively small operations of local primary cooperatives were sufficient for

providing necessary services to local member farmers.

The rapid growth of primary cooperatives and rising labor wage and

operating costs began to strain smaller local organizations. In addition, the

national expansion of the farm product market meant that local cooperatives

often faced difficulties in addressing larger supply and marketing issues. The

evolution of online banking and the integration of the financial market also

created the need for a national banking operation, and local primary

cooperatives began to require increased amounts of capital and human

resources to provide services needed by their members. However, primary

cooperatives had trouble even meeting the basic supply needs of the market,

reducing their collective bargaining power in a rapidly-changing market. The

lack of marketing power of primary cooperatives led to increasing dependence

on NACF’s management support, which in turn further exacerbated the

national organization’s excessive reliance on its banking business.

While this process was occurring, the basic administrative district of the

local government in the nation was expanded to cities and provinces. In the

early 1990s, there was an increasing call for the integration of regional primary

cooperatives into city- and province-sized cooperatives to secure a stable

supply base, enhance bargaining power, and maintain sufficient investment

capabilities. However, mergers of primary cooperatives were largely limited to

joining 2 to 4 under-performing organizations rather than city- or province-

wide integrations. Only three such mergers of the latter type ever took place.

As a result, the total number of primary cooperatives only declined 1,424

in 1990 to 1,088 in 2005. In contrast, Japan, which began similar mergers in

the early 1990s, reduced the number of primary cooperatives from 3,688 in

1990 to 878 in 2005. Today, small Eup- and Myeon-level cooperatives still
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form the majority of regional primary cooperatives.

One of the pressing issues faced by Korean agricultural cooperatives is

the effective merger of primary cooperatives to bring them to the operational

scale currently exhibited by city- and province-level cooperatives. This goal

will also achieve the development of regional agricultural industries through

the cooperative of local agricultural policy organizations and the agricultural

cooperatives. Some experts see the need for the merger of primary and

specialized product cooperatives in the same area that has a similar business

structure to prevent competition among agricultural cooperatives in the same

area. These mergers aim to enhance financial capabilities, increase bargaining

power through horizontal integration, and secure a stable management ability

for cooperatives.

4.3.3. Innovation of Agricultural Marketing in Production Site.

While rice is still the single major product of Korean agricultural sector,

agricultural structure is characterized by small family farms that produce small

batches of diverse products. Likewise, the member farmers of agricultural

cooperatives are composed of numerous different farmers who cultivate

different products instead of a larger number of farms producing similar

Merger Effect on Number of Regional Primary CooperativesFigure 2-30
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products. Sales and distribution are limited to simple transportation and

logistics rather than the pooling marketing of products. Individual farmers

supply their products to the wholesale market not under a single cooperative

brand but under their individual farmers’ names. The supply, marketing, and

distribution functions of Korean agricultural cooperatives at the production site

are thus considerably underpowered.

Solutions for strengthening the marketing capabilities of primary cooperatives

at the production site were proposed to address the increasing liberalization of the

agricultural product market and the proliferation of larger discount retail stores. In

the mid-1990s, pool marketing of cooperatives began to form with the participation

of small-farm operators at the primary cooperative level. A considerable number of

local distribution and shipping organizations were formed centering around

packaging centers established with government support for the joint freezing,

sorting, preliminary packaging and direct retailing of agricultural products. These

operations usually involved a handful of small local cooperatives.

However, marketing organizations at production sites had to increase

their size and scale in order to have a business relationship with increasingly

growing larger retail stores and secure favorable bargaining positions.

Additional financial support had to be provided for production site marketing

Agricultural Product Packing House
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facilities to increase the scale of such operations beyond that of simple pooling

and manage a stable supply channel.

However, regional cooperatives were not integrated into larger city- or

province-wide organizations, but remained small and fragmented in villages

and small towns. In order to increase the scale of marketing operations,

membership had to be expanded to larger administrative districts. The

proposed solution to this issue was the creation of a joint marketing system, in

which primary cooperatives join together at the regional level to take charge of

agricultural product distribution and sell certain groups of products sorted and

packaged by primary cooperatives. The city and provincial branches of the

NACF began to lead the formation of such a joint marketing system from

2000. The NACF provided human resources and the distribution role at lower

costs, as well as linking local producers with retail stores operated by the

NACF. As a result, a total of 124 organizations were in place by 2005.

These joint marketing systems achieved some success due to the larger

scale of their operations. However, these organizations were only arbitrary

groups that did not have a formal sales and distribution network or the

resources of product distributors. They lacked independent capital, a

permanent staff with a high level of expertise, and the ability to deal rapidly

with risky or changing market circumstances. These joint sales initiatives also

Revenue Growth of Joint Sales InitiativesFigure 2-31
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did not possess the resources to refine processing methods or otherwise

increase the product value of its merchandise, since these would entail long-

term expenses and the risk of failure. The joint marketing system failed to

strengthen the capabilities of production site marketing, and was unable to

expand the value added of its products.

In order to overcome the limitations of joint marketing initiatives,

common cooperative corporations were formed to create a marketing

cooperative with the financing of primary cooperatives. It was an initiative to

transform joint sales organizations into independent corporate bodies. These

new organizations have the characteristic of focusing on sales and marketing

activities whereas primary cooperatives focus on their banking and rural

development services. The government is expanding financial support for joint

cooperative corporations to enable them to become the center of production site

marketing. However, the NACF is opposed to the creation of such corporations

on the grounds that this might lead to the nullification of the current primary

cooperative as multi-purpose cooperative.

These joint cooperative corporations are also designed to effectively address

the dissimilarities that have arisen in the membership of cooperatives throughout

the development of the organization. In the past, every member of primary

cooperatives was engaged in farming, with similar operation scale and products.

In time, however, many members changed their business items or withdrew from

agriculture altogether, which had resulted in the increase of non-farming

members. In addition, the agricultural operations of even farming families have

begun to shrink, while larger farms have continued to expand the scale of their

farming enterprises. The decision-making structure of a primary cooperative is

increasingly calling for an expansion of its non-agricultural related businesses,

while the fewer but specialized farms demand a greater role of the cooperatives

and NACF in the field of agricultural product marketing and sales activities.

The agricultural cooperative in Korea is faced with the need for

restructuring to effectively address the supply and marketing needs in an

increasingly liberalizing agricultural product and food market. One of the
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proposed solutions to achieve this goal is the creation of common cooperative

corporations. The cooperatives in Korea will also have to transform its

organization structure to effectively carry out its supply and marketing functions

in the face of changing economic circumstances and market conditions.

4.4. Outlook

The NACF has established a business innovation plan to be reached by

2017 to revitalize the agricultural product marketing business as required by its

member farmers. Primary cooperatives are increasing the scale of their

operations to strengthen supply and marketing networks at production sites

including the establishment of joint cooperative corporations. In addition, the

NACF seeks to create a more stable foundation for the self-reliance of small

primary cooperatives through mergers, which are expected to reduce the

number of regional primary cooperatives to around 500. To address the

bipolarization gap between large specialized farms and small family farms, the

local primary cooperatives will be restructured into entrepreneurial common

cooperative corporations, subsidiaries, product cooperatives, and regional

cooperatives that mainly provide credit services.

The NACF aims to strengthen its wholesale and retail sales businesses in

the consumer market, and establish a food company by expanding its food

processing business. The organization also aims to create larger discount stores

to expand the marketing channel for farmers and reduce the strain placed on its

banking sector. Accordingly, the organization plans to separate the banking

and entrepreneurial economic operations by 2017 to create independent

federations for each business arm. Such a move by the NACF will enable the

banking branches of the central and primary cooperatives to merge into a

single banking service organization.
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Chapter 3. Agriculture Industry Trends by Item
Section 1. Grains

Rice production exceeds demand in Korea. Nevertheless, Korea imports

mandatory quotas from China, the US, and other countries that were agreed to

in the 2004 Rice Negotiations. Under its obligations, a certain portion of the

imports are sold in the market to consumers as food use. Since 2005, Korea

has implemented a direct payment system that compensates 85% of the

difference between market and  target prices from government finances in its

efforts to stabilize rice farm household income. In addition, a public stock

holding program was also introduced in 2005 to mitigate any temporary

instability in rice supply. However, the government procurement program that

had been implemented to enhance the income of rice growers and stabilize rice

supply was abolished in 2004.

While the Korean government has employed a barley procurement

program to offset any shortages in rice, barley production significantly exceeds

its demand for food use. Subsequent to the launch of the WTO, current market

access (CMA) quotas are being imported mainly for use in processed foods.

Soybean demand in Korea reaches 1.3~1.6 million tons annually, of

which approximately 0.12 million tons are produced domestically with the

remainder being supplied through imports. Around 26% of the demand is

consumed as food, while the rest is used for animal feed. As imports command

lower prices, soybeans are imported above CMA quotas.

Korea relies heavily upon imports of corn and wheat as domestic

productions satisfy only 0.8% and 0.2%, respectively, of total demand for

each. In particular, corn for animal feed accounts for roughly 75% of total

demand due to the expansion in the size of the domestic livestock industry. In

the case of wheat, food wheat and feed wheat constitute approximately 34%

and 42% of domestic demand, respectively.
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1.1. Rice

1.1.1. Supply and Demand

Rice production in Korea was reduced to 4.68 million tons in 2006 from

5.606 million tons in 1990. Such a decline, despite increases in production per

unit area, can be attributed to the significant decrease in its cultivated area. As

a result of the development and diffusion of newly modified products, rice

production per hectare increased by 9.5% from an average of 4.53 tons during

1990~1993 to 4.96 tons in 2004~2006. However, the cultivated area of rice

fell by 23% from 1,244 thousand hectares in 1990 to 955 thousand hectares in

2006. Such a decrease is a combined result of the diversion of rice paddies to

non-agriculture land for such usage as public infrastructure and housing,

increase in the cultivated area of farming crops other than rice on paddy fields,

and increase in idle farmland. Rice cultivation area in 2006 was 955 thousand

hectares, comprising 53.1% of cultivated land with 1,800 thousand hectares

and 88.1% of paddy field area with 1,084 thousand hectares. Of the 1.24

million total farm households, rice-growing households accounted for a

significant part with 640 thousand rice growers. However, the size of rice

farms was small with 1.08 hectares of cultivated area per farm household.

Rice Production & Yield

Source: Ministry of Agriculture & Forestry, Food Grain Policy Division

Figure 3-1
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Rice Consumption Per Capita

Annual rice consumption per capita has decreased from 119.6kg in 1990

to 78.8kg in 2006 due to the westernization of diet in Korea. While rice

consumption fell by an annual average of 2.4% every year in the 1990s, the

magnitude of the decline has expanded to 3% in the 2000s. Accordingly, food

use consumption also steadily decreased from 5,127 thousand tons in 1990 to

3,806 thousand tons in 2006. Considering the declining trend in per capita

consumption of rice, rice consumption for food use is expected to fall even

further in the future.

Total annual rice demand remained at 4.7~5.5 million ton levels,

including rice for processing and industrial use, brewing, and aid to North

Korea. In cases where ending stocks exceeded adequate levels, the

government supplied a portion of its rice stocks for processing and industrial

and brewing uses. In addition, it has also aided North Korea with rice since

2002. As a result, the share of food use consumption in total demand has

decreased from 90% level in the early 1990s to 70~80% levels recently.

The prices of rice released by the government in the market for

processing and brewing uses are 30~35% and 10% of food market prices,

respectively. Government prices are determined in comparison to the prices of

Table 3-1

Marketing Year Consumption Per Capita (kg) Annual Change (%)

1990 119.6 -1.3

1995 106.5 -1.7

2000 93.6 -3.4

2001 88.9 -5.0

2002 87.0 -2.1

2003 83.2 -4.4

2004 82.0 -1.4

2005 80.7 -1.6

2006 78.8 -2.4
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flour and tapioca, which are substitutes for rice used for processing and

brewing. The aid to North Korea takes the form of loans based on international

prices and is also provided through imports from Thailand when domestic

reserves are low.

Rice Consumption

Note: Share of food rice refers to the proportion of table rice to total demand.

Stocks, Demand for Processing, Brewing and North Korea Aid

unit: thousand tons

Note: 400 thousand tons of rice were provided as aid to North Korea in 2004, of

which 300 thousand tons were Thai products.

Table 3-2

Figure 3-2

Stocks Processing Use Brewing Use Aid to North Korea

1990 2,025 58 22 0

1995 659 202 76 0

2000 978 175 0 0

2001 1,335 183 0 0

2002 1,447 193 144 400

2003 924 212 101 400

2004 850 306 29 1001

2005 817 192 132 400
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Ending stocks of rice have fluctuated significantly in each year. During

1990~1995, annual average rice cultivation area decreased sharply by 38

thousand hectares every year to reach 1,050 hectares in 1996. Due to the

relatively larger falls in rice prices compared to vegetables, vegetable

cultivation on paddy fields has increased, while rice cultivation area has

significantly decreased as converting paddy fields into non-agricultural land

became easy on the back of excess rice supply. In addition to the decline in

rice cultivation area, the year of 1993 was a bad harvest year with 4.2 tons of

rice production per hectare. In 1995, too, rice production was not much better

and remained at 4.5 ton level per hectare. As a result, rice inventory at the end

of the 1996 rice year was at a record low level of 244 thousand tons (stock-to-

use ratio of 4.9%).

Rice prices have risen since 1997 as a result of the continued bad harvest,

while the prices of substitute crops have declined. Consequently, rice

cultivation area increased by an annual average of 5,500 hectares every year to

reach 1,072 thousand ha in 2000. In addition to the increased cultivated area of

rice subsequent to 1996, good weather conditions have also allowed for good

harvest seasons to continue. In 1996 and 1997, production per hectare

recorded 5.1 tons and 5.2 tons, respectively, reaching all time high levels in

1997. However, consecutive good harvests and steady decline in consumption

Ending StocksFigure 3-3
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once again increased ending stocks. As rice demand expanded after 2002 due

to aid provided to North Korea, the ending stock-to-use ratio fell to 20% in

2006, which is higher than the adequate level of 16% recommended by the

FAO.

1.1.2. Production Policy

Up until 2001, the Korean government operated a procurement program

aimed at achieving food self-sufficiency through the promotion of rice

production. Until the first half of the 1990s, a basic policy of fixing

government procurement prices above market prices was maintained to protect

farm households. Procurement prices were kept at high levels, averaging

124,462 won/80kg during 1990~1994, which equaled 180% of production

costs of 69,068 won/80kg during the same period and 120% of harvest season

market prices. The government also purchased a substantial amount of rice,

ranging 22~30% of total domestic production. As a result of increased rice

production owing to price supports by the government, coupled with falling

rice consumption, the ratio of stocks-to-use reached 39% at the end of the

1991 rice year. While the procurement program guaranteed a sales channel for

rice to farm households and increased their income from rice farming, it also

led to over-supply as a side effect. 

With the conclusion of the Uruguay Round of negotiations in 1993 and

the subsequent launch of World Trade Organization (WTO) in 1995, the

environment surrounding rice policies had changed. In particular, the

government conceded to reduce domestic subsidies (aggregate measurement

of support: AMS) from 21.8 trillion won in 1995 to 14.9 trillion won by 2004.

As 91% of the average AMS between its basis year of 1989 and 1991 were

from government rice purchases, it significantly limited the procurement

program. 

In preparing for the launch of WTO, the government froze its purchase

prices prior to 1995. However, as market prices have increased according to

changes in supply and demand, it surpassed government procurement prices in
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1996. In order to improve the income of farm households, procurement prices

have been raised by 4.0~5.5% every year over 4 years since 1998, leading to

higher procurement prices over market prices once again. Subsequent to 2002,

the abolition of procurement program and introduction of new alternative

ways to stabilize farm income were discussed. 

1.1.3. Income Policy

In 2004, there was a fundamental change in Korean rice policy. Amidst

the rice negotiations in 2004, anxiety in the farm community heightened as

either the rice market was expected to be liberalized through tariffication

subsequent to 2005 or rice prices were destined to fall even if tariffication was

delayed. If the domestic rice market was liberalized through tariffication, the

damage to farm households would be significant with rice imports surging

according to international rice price, custom duties and exchange rate

conditions. Even if tariffication was to be delayed, imported rice which will be

sold in the market would increase every year, leading to a fall in rice price that

would ultimately impact farm households. Accordingly, the development of

policy measures to stabilize farm household income emerged as an urgent issue.

Government Procurement Price and Market Price Trends 

Note: Procurement prices subsequent to 2005 represent government purchasing

prices of public reserve rice. 

Figure 3-4
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In order to alleviate instabilities in farm household income, the

government introduced the income compensation program for rice farmers

since 2005. The program set a target price to compensate 85% of its difference

with the market price from the government’s fiscal budget. This enabled farm

household income to stabilize despite the fall in market prices as farm prices

which included direct payments did not deviate significantly from target

prices. The direct payment program paid out fixed and variable payments to

farmers. Fixed payments were classified as a green box since a constant

amount (700,000 won per ha) was paid regardless of market prices. However,

variable payments were considered to be amber box subsidies subject to

reduction as they were paid out in connection with market prices.

The target price of 178,300 won per 80kg was determined by taking into

account market prices and income effects of the government procurement

program. Fixed payments were only given to the farmland that actually grew

rice in the basis year (1998~2000), provided that the currently idle farmland

maintains the shape and form of paddy fields or the farmland is cultivated with

other crops. While those farmland plots subject to variable payments are same

as those subject to fixed payments, farm households must cultivate rice in

order to receive the direct payment. As variable payments are coupled with

production, criticism that direct payments may create oversupply has been

raised.

With the introduction of the direct payment program to facilitate the

income stability of farm households, the government’s procurement program

was no longer needed. In addition, as both the procurement program and the

variable payments are based on AMS that is subject to reduction, it has

become difficult to simultaneously implement the two programs. The

discussions on the significant reduction of AMS in the DDA negotiations

currently underway have also greatly affected the change in Korean policy.

Accordingly, the direct payment program was introduced while, at the same

time, the procurement program was abolished in 2005.
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1.1.4. Public Stock Holding Program

Public stock holding is a program in which the government stocks a

certain amount of a commodity in its reserves in preparation for disasters or

emergencies. In 1980, rice prices surged as rice production remained at only

58.7% of target level due to low temperature conditions. In turn, consumers

expressed their dissatisfaction as desired quality rice was not supplied timely

to the market. In order to raise the level of food security, the government

discussed the introduction of a public stock holding system to expand its fiscal

year end stocks to a 9-month consumption level. However, the system was not

implemented due to the burden on government finances.

Over the years, the government procurement system was used as a means

to achieve food safety, along with the enhancement of rice farmers’ income

through price supports. In times when the market supply of rice decreases due

to bad crop harvest, the government would release its stocks to facilitate

market stability. Accordingly, the government notified the costs related to its

procurement program, such as transportation, storage and handling costs, to

the WTO as public stock holding costs. However, achieving food security

through the existing procurement system was not consistent with international

standards and did not adhere to the basic principles of public stock holding.

Korean public stock holding program was not only being implemented

without detailed standards and clear objectives, but also could not effectively

Remuneration of Direct Payments

unit: won/80kg, hundred million won

Note: 1) Unit fixed payment was raised from 600,000 won per ha in 2005 to

700,000 won in 2006.

Table 3-3

Market 
Price

Fixed
Payment 1)

Variable
Payment Farm price Total Direct

Payments

2005 140,028 9,836 15,710 165,574 15,053

2006 147,715 11,475 7,537 166,727 11,540

제3장1절  1904.6.26 9:30 PM  페이지116   9600/233三綱五倫 가상 프린터 2400DPI 200LPI  W



Agriculture Industry Trends by Item  117

respond to unstable supply and demand during bad harvest seasons due to its

small stocks.

In order for a public stock holding program to be recognized as a green

box policy under the WTO system, it must comply with the following

conditions: 1) there must not be any price supports for producers, 2) target

amounts of stocks for food safety purposes must be pre-determined, and 3)

government must buy at market prices and sell at prices not below market

prices.

As for years after 2005, the Korean government has decided on an

implementation principle of setting the basis amount of rice for year-end

public stockholding at 864 thousand tons, purchasing and releasing 432

thousand tons of rice every year. It also decided to review the size of its public

stockholdings after 3 years, taking into account such factors as rice

consumption.

The price at which the government purchases rice from farm households

for its public stockholding is the market price during the harvest season. As

harvest season prices are not determined when the government purchases its

public stockholding rice, it initially pays 80% of previous year’s nationwide

average price (grade 1 product basis) and settles the remainder after the harvest

season price is set. Selling prices of public stock holding rice are determined in

Rice Processing Complex (RPC)
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relation to market prices.

With the introduction of the income compensation and public stock-

holding programs, rice prices were able to be determined according to supply

and demand without the need for the government’s artificial manipulation of

stocks. With the implementation of the two programs, the rice market was

allowed to be operated according to market functions.

1.1.5. Import Schedule

In lieu of delaying tariffication as a result of the UR negotiations, Korea

had gradually imported minimum market access (MMA) quotas from 1% up

to 4% of the basis year (1988~1990) consumption over a period from 1995 to

2004. For imports subsequent to 2004, Korea had agreed to open negotiation

within 2004 with stakeholder countries. In 1995, 1% of table rice consumption

or 51 thousand tons (milled rice basis) were imported, while 4% or 205

thousand tons were brought into Korea in 2004.

In the 2004 rice negotiations, Korea agreed to expand its mandatory

import quotas from 4.0% of basis year consumption to 7.966%, provided that

rice tariffication is delayed for 10 years. In addition, it also agreed to sell a

certain portion of imports as food use. In turn, quotas to be sold in the market

are expected to increase from 23 thousand tons in 2005 to 123 thousand tons

by 2014. During the tariffication delay period, Korea may convert its policy to

tariffication according to changes in the progress of the DDA negotiations or if

deemed to be required by the Korean government. In this case, MMA quotas

subsequent to its conversion equal the MMA quotas at the time of the

conversion.

Rice is imported into Korea upon the government’s tender notice for bids

to purchase import rice within the import quotas of each country according to

the certain criteria, such as quality, laid down in the notice. The state trading

enterprise conducts competitive bids to importers on a lowest bid basis. A

contract is signed between the successful bidder and the state trading enterprise

after the bidder pays a contract deposit. As rice imports are imported into
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Korea through the lowest bid system, it may be difficult to import high quality

rice from overseas.

The imported rice for market sales are sold to distributors through an

open bid system. Any difference between import price and sales prices is

accrued to the government as a mark-up. The distributors who win bids for

imported rice at the highest price sell the rice to retail stores or meal service

companies. The imported rice for sales in the market is mainly consumed at

meal service companies or restaurants.

The rice imported other than for market sales is sold for processing and

brewing. Sales prices are determined by the government, taking into account

market demand.

Korea imports the most rice from China, followed by the US. The rice

imported from China and the US are mainly the Japonica type rice. While the

amount is not large, Indica rice from Thailand is also being steadily imported.

1.2. Barley

1.2.1. Supply and Demand

Barley was cultivated as one of the key food crops during periods when

rice was in shortage. However, barley is losing its ground as a major food crop

MMA Import and Market Sales QuotasFigure 3-5
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due to increases in rice production and wheat imports.  The cultivation area of

barley (including common barley, naked barley and beer barley) decreased

from 130 thousand hectares in 1990 to 57 thousand hectares in 2006. The

cultivation area of barley in 1990 represents only a 18% level of 730 thousand

hectares in 1970. From 1990 to recently, production per hectare has recorded

2.6~3.2 tons with large differences in each year according to climate

conditions. As the cultivation area of barley decreased, barley production also

fell from 416 thousand tons in 1990 to 148 thousand tons in 2006.

Annual per capita consumption of barley was maintained at 1.5~1.7kg

level from 1990 to 2002. However, it has fallen to 1.1~1.2kg during the period

between 2003 and 2006, resulting in the decline of the total demand for barley

from 427 thousand tons in 1990 to 318 thousand tons in 2006. Twenty percent

of total demand is for table food use, while the rest is used for processing. In

2006, 58 thousand tons out of a total demand of 318 thousand tons were for

food use, while 227 thousand tons were consumed for processing.

Stocks of domestic barley are on the rise as the consumption for food use

declines and as the barley for processing use, which account for 80% of

consumption, are mainly supplied through imported barley. The stocks as of the

end of the 2006 rice year were 311 thousand tons, equaling 6 times the annual

barley consumption for food use and the similar level as its total demand.

Barley Production & Consumption Figure 3-6
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1.2.2. Import Policy 

The market for barley was liberalized through tariffication during the UR

negotiations. As there were no prior imports during the period between 1986

and 1988, Korea guaranteed minimum market access to the domestic market.

MMA quotas increased from 11,450 tons in 1995 to 13,582 tons in 2004,

which equals 5% of basis year consumption. The barley imported through

MMA have been mainly consumed as animal feed or for processing and

industrial use. Beer barley are imported at low tariff rates and are used for

brewing purposes.

1.2.3. Procurement Program

In order to encourage barley production, the Korean government

introduced a government procurement system at a time when rice was in

shortage. The applied increase rate of barley procurement price was same as

the increase rate of rice procurement price up until 1994. After the abolition of

the rice procurement program, the procurement price of barley was frozen at

84,870 won per 76.5kg sack of barley.

The biggest source of demand for barley comes from the government as

it procures 80% of total amount of barley domestically produced. This means

that the domestic barley market is relatively small and that the procurement

program guarantees a significant sales channel for barley to farm households.

In line with the abolition of the rice procurement program in 2004, the same

program for barley will also likely be discontinued as the government’s basic

policy shifts from price supports to income policies.

1.3. Soybean

1.3.1. Supply and Demand

Annual demand for soybeans is between 1.3~1.6 million tons with both

domestic production and imports being supplied to the domestic market.

Domestic production has fallen to 105 thousand tons in 2004, but has recently
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picked up slightly. Changes in imports, on the other hand, have been minimal,

remaining at around 1.5 million tons.

Food consumption accounts for approximately 26% of the total soybean

use with the remainder being consumed as animal feed. Of the 438 thousand

tons of soybeans consumed as food in 2006, 122 thousand tons were used for

soybean curds, 44 thousand tons for soybean-fermented pastes, 29 thousand

tons for soya milk, 4 thousand tons for yellow soybeans and 239 thousand for

other various uses. Food soybean is consumed through domestic production

and imports. While per capita soybean consumption up to 2003 decreased to

8.0kg, it has expanded to 9kg since 2005 in line with increased consumer

interest in health foods. Animal feed soybean consumption is maintained at

around 1 million-ton level, which is entirely consumed from imports.

1.3.2. Production Support Policies

During 1983~1988, the soybean production increase program was

implemented, raising government procurement prices every year and

expanding the portion of government procurement in domestic production.

Government procurement increased from 1.8% of domestic production in

1983 to 36.1% in 1989. As procurement price was raised every year, it has

Barley Procurement Price TrendsFigure 3-7
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exceeded soybean prices received by farmers subsequent to 1985. In addition,

an active production expansion policy was implemented in which import and

procurement of soybeans were conducted by the National Agricultural

Cooperative Federation, which, in turn, supplied quality seeds and compound

fertilizers exclusively for soybean farmers with proceeds from the sales of

imported soybeans.

Despite the increase in government procurement, the three major

companies avoided buying domestic soybeans purchased by the government

as they were more expensive than imports. As a result, the soybean production

expansion plan was put on halt in 1989, while soybean import and

procurement operations were transferred to the Korea Agro-Fisheries Trade

Corporation. For soybeans produced between 1989 and 1991, a price

difference compensation program was implemented for soybean processing

Annual Supply and Demand of Soybeans

unit: thousand tons, kg/capita

Source: Ministry of Agriculture & Forestry, Food Grain Policy Division

Table 3-4

Rice year 1990 1995 2000 2001 2002 2003 2004 2005 2006(P)

Supply

Carry-over

Production

Import

1,450 1,820 1,781 1,544 1,688 1,700 1,597 1,493 1,410

106 231 79 87 81 74 118 117 73

252 154 116 113 118 115 105 139 183

1,092 1,435 1,586 1,344 1,489 1,511 1,374 1,236 1,154

Demand 1,254 1,558 1,694 1,463 1,614 1,582 1,480 1,420 1,344

Food 355 402 399 390 401 385 408 441 438

Feed 866 1,142 1,282 1,061 1,200 1,185 1,059 965 888

Seed & Other 33 14 13 12 13 12 13 14 18

Year-end
Stocks 196 262 87 81 74 118 117 73 66

Annual
Consumption - 9.0 8.5 8.2 8.4 8.0 8.5 9.3 9.1
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companies to reimburse the difference in procurement and import prices. In

the case of the 1989 produce, a total price difference of 45.3 billion won was

paid out for 32 thousand tons of soybeans.

Subsequent to the commencement of UR negotiations in 1988,

procurement price increase was inhibited, while the volume of procurement

significantly decreased, in line with the government’s import liberalization

policies. Accordingly, the share of government procurement among domestic

production declined to 4.7% in 2001. During 1990~1998, procurement prices

were either frozen or raised minimally, leading to a substantial fall in the

proportion of government procurement as procurement prices were below

market prices after 1994. As a result, the volume of government procurement

Soybean Production, Government Procurement & Price

unit: tons, %, won/kg 

Note: 1) Ratio of government procurement to production

2) Figures in parentheses depict procurement prices of paddy field

soybeans.

3) Prices of farm products received by farmers, Nonghyup Monthly Statistical

Survey (November~December average prices)

Source: Ministry of Agriculture & Forestry, Food Grain Policy Division

Table 3-5

Year Production Government 
Procurement (Share1))

Price

Procurement price 3) Farm price 3)

1985 233,863 20,270(8.67) 900 788

1990 232,786 68,817(29.56) 1,300 932

1995 159,640 3,248(2.03) 1,430 1,733

2000 113,196 4,113(3.63) 2,188 2,431

2001 117,723 5,498(4.67) 2,407 2,270

2002 115,024 4,832(4.20) 2,407(4,770) 2,397

2003 105,089 5,441(5.18) 2,407(4,770) 2,850

2004 138,570 10,463(7.55) 2,407(4,770) 3,040

2005 183,338 12,552(6.84) 3,017(4,204) 2,436

2006 156,404 14,109(9.02) 3,017(3,526) 2,037

제3장1절  1904.6.26 9:30 PM  페이지124   9600/233三綱五倫 가상 프린터 2400DPI 200LPI  W



Agriculture Industry Trends by Item  125

during 1993 to 2001 fell to 1~5% of domestic production.

As a means to alleviate problems related to oversupply of rice and

enhance food self-sufficiency rate, the government sought various measures to

support soybean cultivation on paddy fields. In order to induce paddy field

soybean cultivation, the government set procurement prices of paddy field

soybeans at rice income levels, favoring it over soybeans grown in upland

fields. Taking into account rice income of 724 thousand won per 10a, the

procurement price of paddy field soybeans was fixed at 4,770 won per kg.

Accordingly, the government procurement was centered on paddy field

soybeans after 2003 as paddy field soybean procurement prices were above

farmer prices, while farmer prices of upland field soybeans were below

government procurement prices.

As the procurement prices of paddy field soybeans were raised, the

cultivation area also increased significantly. However, the procurement also

brought about such side effects as fall in soybean prices. In 2006, the

cultivation area of paddy field soybeans expanded to 11,944 ha from 4,481 ha

in 2002. Nevertheless, the soybean price per kg increased from 2,397 won in

2002 to 3,040 won in 2004, but it then fell to 2,037 won in 2006.

1.3.3. Import Policy 

Since 1995, Korea has been importing current market access (CMA)

quotas of soybeans as soybean imports were liberalized in terms of tariff

equivalents equaling the difference in domestic and international prices as set

by the UR negotiations. The total CMA quotas are 1,032 thousand tons,

comprised of 186 thousand tons for food and 846 thousand tons for animal

feed.

The CMA quotas are determined on the basis of average amount of

imports during 1988~1990. The market access quotas are also increased

according to the supply and demand of soybeans in the domestic market. The

quota increases in excess of CMA reaches a total of 600~800 thousand tons

with 100~130 thousand tons of food soybeans being imported annually. The
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quotas for food soybeans have been increased at the request of the soybean

processing industry including soy curd cooperatives. Quota increases are

determined without any connection with domestic soybean production.

Accordingly, such decisions have been criticized for weakening the foundation

for domestic soybean production.

Import and regulation bodies, as well as applied tariff rates, differ

depending on the use of imported soybeans. Of the market access quota, food

soybeans are subject to state trade with its management delegated to Korea

Agro-Fisheries Trade Corporation, while soybeans used for animal feeds are

directly imported by actual companies seeking the import. With 2004 as base

year, tariff equivalent was 487% (or 956 won/kg). Of the tariff rate quotas, 1%

duty is imposed on soybeans used for oil and oil cakes while 5% duty is

imposed on soybeans used for food soybeans. A portion of food soybeans

imported through state trading is sold at prices arbitrarily set by the

government, while the rest are sold publicly in the wholesale market. There is

a large price discrepancy between the prices of imported soybeans sold

publicly, soybean imports sold at regular prices, and soybeans produced

domestically. The government determines the price at which it is supplied by

taking into account international prices of soybeans, exchange rates and

Annual Soybean CMA Quotas

unit: thousand tons

Source: Ministry of Agriculture & Forestry, Food Grain Policy Division

Table 3-6

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004

C/S
Quota
(Food)

1,032
(186)

1,032
(186)

1,032
(186)

1,032
(186)

1,032
(186)

1,032
(186)

1,032
(186)

1,032
(186)

1,032
(186)

1,032
(186)

Quota
Increase
(Food)

482
(108)

482
(108)

583
(129)

813
(129)

682
(129)

723
(129)

733
(129)

612
(108)

582
(88)

653
(109)

Total 1,514
(294)

1,514
(294)

1,615
(315)

1,845
(315)

1,714
(315)

1,755
(315)

1,765
(315)

1,644
(294)

1,614
(274)

1,685
(295)
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shipping charges. The supply price of imported soybeans in 2006 was 580

won/kg, taking up only 21.8% of the domestic soybean wholesale price of

2,665 won. The low supply price of imported soybeans has raised concerns

that it curtails the motivation of farmers to produce soybeans. The price of

imported soybeans sold in the wholesale market in 2006 was 90% of the

domestic soybean wholesale price at 2,407 won, while remaining mostly at

around 50% level in other years.

1.4. Corn

Corn production in Korea is very small, relying mostly on imports to

meet demand, which is expected to continue into the future. Corn production is

relatively small compared to its demand, having decreased from 121 thousand

tons in 1990 to 73 thousand tons in 2006, while the demand during the same

period increased from 6,425 thousand tons to 8,832 thousand tons. Edible corn

accounted for only 0.8% of total demand in 2006 at 70 thousand tons, while

Wholesale Price of Domestic & Imported Soybeans and Government

Supply Price

unit: won/kg

Note: 1) Wholesale price

2) Government supply price

Source: Korea Agro-Fisheries Trading Corporation, Food Grain Policy Division of

the Ministry of Agriculture & Forestry

Table 3-7

Year 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006

Domestic
(A) 2,631 2,009 2,242 3,430 3,537 2,616 2,835 3,557 5,353 4,042 2,665

Imports
(B)1) 1,366 813 1,232 1,391 2,133 1,959 1,900 2,032 2,195 1,993 2,407

Imports
(C)2) 410 410 700 700 660 730 730 600 700 630 580

B/A 51.9 40.5 55.0 40.6 60.3 74.9 67.0 57.1 41.0 49.3 90.3

C/B 30.0 50.4 56.8 50.3 30.9 37.3 38.4 29.5 31.9 31.6 2.1
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corn for processing use and animal feed comprised 21.9% and 77.1%,

respectively. In this respect, domestic corn production reaches only the levels

required to meet food corn demand.

Corn imports rose sharply to 8,533 tons in 2006 from 6,198 thousand

tons in 1990 as a result of the rapid increase in the demand for relatively cheap

corn imports used for processing and animal feed. The demand for corn

imports is inevitably higher as the procurement price in 2006 was 632 won/kg

compared to the import price of 138 won. In particular, animal feed imports

increased from 4,757 thousand tons in 1990 to 6,597 thousand tons in 2006,

implying that all of pure grain corns used for animal feed in Korea are

imported. Corn is mostly imported from China and the US, reaching 5,835

thousand tons and 2,162 thousand tons, respectively, in 2006.

The procurement program for corn was introduced in 1989 along with

soybeans. The government purchases corns at government procurement prices

and sells available amounts at procurement costs. A portion of the corns

1990 1995 2000 2001 2002 2003 2004 2005 2006

Supply 6,891 9,402 9,482 9,462 9,628 9,592 9,607 9,662 9,459

Carry-over 572 434 515 869 951 931 877 975 766

Production 121 89 79 64 57 73 70 78 73

Imports 6,198 8,879 8,888 8,529 8,620 8,588 8,660 8,609 8,620

Demand 6,425 8,066 8,613 8,511 8,697 8,704 8,632 8,896 8,832

Food 3 - 35 58 55 71 66 73 70

Processing 1,466 1,709 2,046 1,950 1,978 2,004 1,999 2,205 1,931

Feed 4,949 6,300 6,475 6,449 6,628 6,593 6,532 6,583 6,809

Depletion 6 57 57 54 36 36 35 35 22

Stocks 466 1,336 869 951 931 888 975 766 627

Self-
sufficiency

rate (%)
1.9 1.1 0.9 0.8 0.7 0.8 0.8 0.9 0.8

Supply and Demand of Corn 

unit: thousand tons 

Table 3-8
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purchased by the government is supplied to actual corn processing companies

at international prices.

1.5. Wheat

Wheat was the first crop to be affected by market liberalization.

Domestic production has decreased to minimal levels as its procurement

program was abolished in 1984. In the years after 1990, wheat production

reached its record high of 12 thousand tons in 2004, but it has fallen to 6

thousand tons in 2006. Prior to the termination of the procurement system,

domestic production recorded 92 thousand tons in 1980.

Wheat imports were below 3 million tons in the 1990s, but have

increased to 3.3~3.8 million ton levels after 2000. The increase in imports can

be attributed to the sharp rise in wheat demand for animal feed. The key

countries from which Korea imports wheat include the US, Australia and

Canada. The US and Australia account for a high portion of wheat imported

for flour use, while Canada has a large share of animal feed wheat.

Wheat demand expanded from 2,005 thousand tons in 1990 to 3,623

thousand tons in 2006. The wheat consumed for food in 2006 was 1,226

thousand tons with domestic wheat production accounting for 0.5% of total

wheat demand for food. The wheat for processing use and animal feel account

for 22.2% and 42.5% of total demand, respectively. As domestic wheat

production is very low, Korean self-sufficiency rate for wheat is between

0.1~0.4%.

A large price gap between domestic and imported wheat exists with the

exfactory price of domestic wheat in 2006 reaching 675 won/kg compared to

the corn flour import price of 209 won. Domestic production is not increasing

as there are no particular policies at the government level on wheat production.

There are, however, various campaigns at the private level to expand

production and consumption of domestic wheat. Such efforts have allowed for

the survival of domestic wheat.
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Supply and Demand of Wheat

unit: thousand tons 

1.6. Outlook and Issues

Korean rice policy shifted from a market-distorting price support policy

to an income policy with the rice negotiations in 2004. Since 2005, rice prices

have been determined according to supply and demand without government

intervention, leading to efficient allocation of resources. However, as income

policy is partially coupled with production, its implementation needs to be

improved to a more efficient method. In addition, the rationality of the import

policy that purports to increase MMA quotas every year in exchange for

delaying tariffication up until 2014 needs to be reviewed. This is because rice

imports may not increase despite conversion to tariffication if the difference

between domestic and international prices can be expanded somewhat.

Furthermore, Korea must enhance the competitiveness of its rice in terms of

both export prices and quality as its rice market is scheduled to shift to a

tariffication system after 2014.

Table 3-9

1990 1995 2000 2001 2002 2003 2004 2005 2006

Supply 2,477 3,697 3,740 3,715 4,287 4,175 3,621 3,878 4,085

Carry-over 237 910 472 461 451 412 419 464 500

Production 1 10 2 3 6 10 12 8 6

Imports 2,239 2,777 3,266 3,251 3,830 3,753 3,190 3,406 3,579

Demand 2,005 3,335 3,279 3,264 3,875 3,776 3,158 3,378 3,623

Food 903 1,070 1,363 1,263 1,294 1,138 1,298 1,225 1,226

Processing 992 1,024 880 887 884 932 836 814 804

Feed 98 1,225 1,016 1,051 1,661 1,656 977 1,257 1,538

Depletion 12 16 20 63 36 50 46 82 55

Stocks 472 362 461 451 412 419 463 500 462

Self-
sufficiency

rate (%)
0.1 0.3 0.1 0.1 0.2 0.3 0.4 0.2 0.2

제3장1절  1904.6.26 9:30 PM  페이지130   9600/233三綱五倫 가상 프린터 2400DPI 200LPI  W



Agriculture Industry Trends by Item  131

In the case of barley, policies need to be improved as production has

exceeded the demand for food barley due to the procurement program.

Imports of barley used for processing purposes are inevitable going forward as

a significant gap in domestic and international prices exists. In addition, it may

become difficult to maintain the foundation for its domestic production if the

procurement program that has supported prices is abolished. Accordingly, a

direct payment system needs to be reviewed to replace the existing price

support policy so as to allow for food barley to be produced domestically.

The decline in soybean production has been greatly affected by the large

gaps between domestic and international prices. The Korean government

currently implements a procurement program to increase domestic production.

However, while production may increase if procurement prices are raised,

such a price support policy can not be sustained in the future as it is subject to

reduction. As a result, introduction of contract farming or direct payment

system for stabilizing the perceived price by farmers needs to be examined to

maintain production domestically.

As for the corn and wheat markets, which are highly dependent on

imports, there needs to be institutional management of the markets so that

stable amounts of corn and wheat can be imported at adequate prices. In this

respect, a diverse range of policies including overseas contract production and

utilization of futures markets should be reviewed.
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Section 2. Livestock

In the face of various challenges surrounding the domestic livestock

industry, livestock production and its share in agriculture have increased with

rising demand from expanding national income and population. Per capita

meat consumption increased at an annual rate of 3.3% from 19.9kg in 1990 to

33.6kg in 2006, while meat production increased 2.6% annually from 775,000

tons to 1,176,000 tons. During the same period, imports also increased as the

growth rate of consumption surpassed that of meat production. Accordingly,

self-sufficiency rate of meat declined from 90% to 72%.

The domestic livestock industry had shown continued growth driven by

increases in demand for livestock products. However, it has undergone

numerous adversities coming into the 1990s. With the conclusion of the

Uruguay Round negotiations in 1994, imports of livestock products were

liberalized. In 1998, the industry underwent a restructuring as a result of the

financial crisis. In addition, pork exports to Japan were halted in 1999 due to

the outbreak of foot-and-mouth disease (FMD). 

Coming into the 2000s, FMD and avian influenza (AI), along with the

outbreak of bovine spongiform encephalopathy (BSE), had a significant

impact on the domestic meat consumption, causing a decrease in 2004 in the

meat consumption which had continuously been increasing by then.

Nevertheless, the demand began to recover in 2005 and started to be on an

increasing trend once again. While meat consumption continued to expand,

domestic production has declined since the financial crisis in 1998, and meat

imports continued to increase.

Livestock production in 2006 increased to 11,676.3 billion won from

3,951.6 billion won in 1990, expanding its share in agriculture from 25.3% to

33.1% in 2006. Since 2005, livestock production has exceeded rice production

in value. In 2006, the shares of livestock products in total livestock production

in terms of value were 30.9% for pork, 28.0% for Korean beef cattle, 13.0%

for milk, 11.4% for chicken and 7.4% for eggs.
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2.1. Beef

2.1.1. Production and Consumption

As the number and price of beef cattle increased, beef production grew

considerably from 922.3 billion won in 1990 to 3,273.5 billion won in 2006.

On the basis of amount produced, the share of beef cattle in the livestock

industry also increased from 23.5% in 1990 to 28.0% in 2006.

The number of beef cattle increased from 1.62 million head in 1990 to

2.02 million head in 2006. Its number peaked at a record high of 2.843 million

head in 1996, but has gradually declined with the financial crisis. In line with

the tariffication of beef imports in 2001, the number decreased to 1.406 million

head. Subsequently, however, the number of beef cattle began to steadily

increase to exceed 2 million head in 2006 as a result of the rise in the demand

for beef and native cattle price.

The number of cattle farms declined from 620 thousand households in

1990 to 190 thousand households in 2006. In the wake of the financial crisis in

1998 and import liberalization in 2001, the number of cattle farms with herd

size of less than 10 head decreased significantly. The number of beef cattle per

Meat Consumption and Production

Source: National Agricultural Cooperative Federation, Livestock Price and Supply-

Demand Data.

Figure 3-8

제3장2절-도큐  1904.6.26 9:31 PM  페이지133   9600/233三綱五倫 가상 프린터 2400DPI 200LPI  W



Agriculture in Korea  134

cattle farm increased from 2.6 head in 1990 to 10.6 head in 2006 as the total

number of beef cattle increased while the number of cattle farms decreased.

In order to increase the competitiveness of the native cattle industry in

response to the launch of the WTO, the government sought to increase the size

and number of specialized cattle farms. As a result, the number of specialized

cattle farms with a herd of 50 or more head increased from 956 households in

1990 to 7,158 households in 2006, while the number of beef cattle rose from

88,502 head to 696,139 head. The proportion of specialized native cattle farms

increased from 0.2% in 1990 to 3.8% in 2006, and the proportion of beef cattle

raised at full-time cattle farms, too, increased from 5.5% to 34.5%.

As a result of the increase in the number of beef cattle, the number of

beef cattle slaughtered also rose from 313,787 head in 1990 to 552,015 head in

2006. Of the beef cattle slaughtered in 2006, native cattle accounted for 77.1%

while non-beef cattle comprised 22.9%. The slaughter weight of native male

cattle also increased from 444kg in 1990 to 638kg in 2006. With the increase

in both the number of beef cattle and slaughter weight, beef production

climbed from 94,924 tons in 1990 to 158,161 tons in 2006.

In line with the increase in national income, per capita annual consump-

Number of Cattle Farms and Beef Cattle

Source: National Agricultural Products Quality Management Service, Livestock

Statistics.

Figure 3-9
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tion of beef increased from 4.1kg in 1990 to 8.1kg in 2003. However, due to the

outbreak of BSE in the US, it fell to 6.6kg in 2005, recovering slightly in 2006

to 6.8kg. While the self-sufficiency rate of beef was over 50% prior to 2000, the

figure dropped to 42.8% in 2001 with the tariffication of beef imports and

further slipped to 36.2% in 2003. The rate recovered to 47.8% in 2006 as beef

production increased, while imports dropped significantly due to quarantine

problems related to US beef subsequent to 2004.

The financial crisis in 1998 greatly affected beef supply and demand. While

beef consumption declined in its aftermath, the costs of purchasing feed increased

as import prices of feed were raised. Due to the deteriorating profitability of native

cattle farms, the volume of early cattle shipments flooding the market significantly

increased the volume of beef produced. Subsequent to 1999, the production

declined with the fall in the number of beef cattle. However, it has picked up since

2004 as a result of the increase in beef consumption and native cattle prices.

The outbreak of BSE in December 2003 in the US also had a substantial

impact on the domestic consumption of beef. Due to the consumers’ mistrust

of American beef that had previously accounted for over 60% of domestic

beef imports, consumption was reduced significantly in the first half of 2004.

Beef Production and Consumption

Source: National Agricultural Products Quality Management Service, Livestock

Price and Supply-Demand Data.

Figure 3-10
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Consumer sentiments started to recover in the second half of 2004 and

the demand for beef increased. However, beef consumption fell in 2005 as

beef supply was reduced due to the halt in the imports of US beef.

Nevertheless, it has reversed back to a growth trend beginning in 2006 as

supply was expanded through increased domestic production and imports

from Australia.

2.1.2. Trade

According to the UR negotiations concluded in December 1993, beef

imports were fully liberalized in 2001. The rate of duty imposed on imported

beef reached 41.6% in 2001. However, the duty rate since then was reduced

every year by an equal amount, and 40% rate has been applied since 2004.

Beef imports increased significantly from 81,855 tons in 1990 to 293,653

tons in 2003. However, it fell to 132,874 tons in 2004 as beef imports from

North America were suspended due to the outbreak of BSE in the US and

Canada in 2003. Subsequently, beef imports from Australia increased and, as a

result, total beef imports rose to 179,405 tons in 2006.

Australian beef imports in 2006 reached 137,006 tons, accounting for

76.4% of total imports, while New Zealand beef comprised 22.1% at 39,570

tons. In terms of imports by parts, ribs constituted the highest amount at

Korean Cattle Farm Beef Display Stand
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44,102 tons, followed by shoulder clod at 27,003 tons, loin at 19,372 tons, and

collar at 16,162 tons. Prior to the outbreak of BSE in the US, American beef

accounted for 67.9% of total beef imports at 199,409 tons on the basis of 2003

beef imports. In addition, Australian beef comprised 21.8% of imports at

64,127 tons, while beef from New Zealand captured 8.6% at 25,314 tons.

Major imports by parts include ribs and collar amounting to 160,699 tons and

58,338 tons, respectively. In the case of US beef imports, 66.5% were ribs.

2.2. Milk

2.2.1. Production and Consumption

Despite the fall in the number of dairy cattle, milk production increased

significantly from 637.7 billion won in 1990 to 1,521.2 billion won in 2006 due

to the rise in milk yields. However, the share of milk within the livestock

industry in terms of production value fell from 16.3% in 1990 to 13.0% in 2005.

The number of dairy cattle increased from 503,947 head in 1990 to

553,343 head in 1993, but has fallen to 464,056 head in 2006. The number of

Beef Imports by Country (Quarantine Basis)

unit: lean meat, tons

Source: Korea Meat Trade Association

Table 3-10

Year US Australia Canada New
Zealand Others Total

1998 48,955 30,165 3,995 3,939 23 87,077

1999 97,703 79,625 11,616 8,535 10 197,489

2000 131,505 70,271 18,615 11,170 6,280 237,841

2001 95,671 54,410 5,665 10,171 356 166,273

2002 186,630 76,758 11,595 17,248 15 292,246

2003 199,409 64,127 4,756 25,314 0 293,606

2004 0 86,012 0 46,197 660 132,869

2005 0 101,363 0 39,001 2,227 142,591

2006 0 137,006 0 39,570 2,829 179,405
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dairy farms also dropped to 8,260 households in 2006 from 33,277 households

in 1990. On the other hand, the number of dairy cattle per household increased

from 15.1 head in 1990 to 56.2 head in 2006. The number of dairy farms has

been on a continued decline in line with the shut down of small-sized farms,

which, in turn, has increased the number of dairy cattle per household.

The number of specialized dairy farms with a herd of 50 or more head

increased from 659 households in 1990 to 4,388 households in 2006, and the

number of dairy cattle also increased from 57,455 head to 343,131 head. The

proportion of specialized dairy farms climbed from 2.0% in 1990 to 53.1% in

2006, while the share of dairy cattle of specialized dairy farms also increased

from 11.4% to 73.9%.

Despite the fall in the number of dairy cattle, raw milk production

increased significantly from 1,751,758 tons in 1990 to 2,536,648 tons in 2002

due to the rise in milk yields per head. Subsequently, it decreased to 2,176,340

tons in 2006. While raw milk production continued to rise, consumption has

stagnated. As the problem of excess inventory of powered milk was raised in

2002, the government introduced policies to decrease raw milk production,

while dairy companies also implemented a production quota system for dairy

farms since the end of 2002. As a result, production of raw milk has decreased

since 2003. However, the fall in raw milk production has been relatively small

compared to the fall in the number of dairy cows resulting from an increase in

milk yield per dairy cow.

Per capita annual milk consumption increased from 42.8kg in 1990 to

64.2kg in 2002, but it has subsequently stagnated to remain at 63.6kg levels in

2006. Among dairy products, milk consumption increased from 1,336,452

tons in 1990 to 1,828,541 tons in 2003 and has fallen slightly to 1,683,582 tons

in 2006. In the case of butter, consumption increased from 7,254 tons in 1990

to 8,812 tons in 2005, but it has declined to 7,386 tons in 2006. However,

cheese consumption has increased significantly from 4,744 tons in 1990 to

68,290 tons in 2006. Due to the fall in milk production, the self-sufficiency

rate of milk has fallen to 71.3% in 2006 from 90.1% in 1995.
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Production & Consumption of Milk

Source: National Agricultural Cooperative Federation, Livestock Price and Supply-

Demand Data.

2.2.2. Trade

Up until 1994, import restrictions were imposed on the market for dairy

products. However, subsequent to the UR agreements, the market was opened

to imports in the form of MMA quotas for products sensitive to the domestic

Figure 3-12

Number of Dairy Farms and Dairy Cattle

Source: National Agricultural Products Quality Management Service, Livestock

Statistics.

Figure 3-11
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dairy industry, imposing low duties for such quotas while applying high tariff

rates for any amount exceeding the quotas. As for “non-sensitive” dairy

products, the market was liberalized to imports at concession tariff rates.

The amount of dairy imports expressed in terms of raw milk increased

from 195,876 tons in 1995 to 882,332 tons in 2006. Dairy imports have been

increasing since 2003 due to the increase in the consumption of dairy products

except market milk. The dairy imports of cheese, mixed milk powder,

condensed milk and butter, in particular, have shown clear increasing trends.

Dairy imports in 2006 reached US$446.55 million, rising significantly

from US$166.76 million in 1995. Cheese accounted for the largest portion of

dairy imports in 2006 at 32.8%. The proportion of skim and whole milk

powder is relatively small as high tariff rates are imposed on imports in excess

of TRQs. However, the proportion of mixed milk powder in terms of market

value is the second highest next to cheese as its tariff rate is low.

Korea imports dairy products mainly from the US, New Zealand,

Australia, the Netherlands and France. The imports from the five countries

accounted for 52.9% of total dairy imports in 2006, with the US at the top at

14.7%, followed by Australia at 13.1%, New Zealand at 13.0% and the

Change in TRQ and Tariff Rates of Dairy Products Following UR  

Agricultural Negotiations

unit: tons, %

Source: Korea Dairy Committee, Dairy Handbook

Table 3-11

1995 2005

Skim Milk Powder

Tariff Rate 215.6 176.0

Quota 621.0 1,034.0

(Quota Tariff Rate} (20) (20)

Whole Milk Powder

Tariff Rate 215.6 176.0

Quota 344.0 573.0

(Quota Tariff Rate) (40) (40)

Mixed Milk Powder Tariff Rate 39.6 36.0

Cheese Tariff Rate 39.6 36.0
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Netherlands at 7.3%. New Zealand exports mostly high-end dairy products

such as cheese and compound milk to Korea, while US exports to Korea are

centered around low-end dairy products such as whey.

2.3. Pork

2.3.1. Production and Consumption

Swine production increased significantly from 1,173.7 billion won in

1990 to 3,609.3 billion won in 2005. In terms of production value, the

proportion of swine in the livestock industry remained fairly unchanged from

29.9% in 1990 to 30.9% in 2006.

The number of pigs increased from 4.53 million head in 1990 to 9.38

million head in 2006, peaking in 2002 at 9.87 million head. However, the

number has subsequently fallen due to livestock diseases and difficulties in the

treatment of livestock wastes. The number of sows began to increase in March

2005 and the total number of pigs started to rise in September of the same year

Dairy Product Imports by Year

unit: US$ thousand, %

Note: Figures in Parentheses Depict Percentage of Total Imports.

Source: Korea Dairy Industries Association

Table 3-12

Total
Imports

Milk Powder
Cheese Whey

Skim Whole Compound Mixed

2000 228,946 4,936
(2.2)

1,309
(0.6)

6,022
(2.6)

42,381
(18.5)

70,638
(30.9)

25,237
(11.0)

2003 246,299 7,865
(3.2)

2,973
(1.2)

13,597
(5.5)

25,000
(10.2)

93,829
(38.1)

25,035
(10.2)

2004 355,061 8,729
(2.5)

3,190
(0.9)

16,960
(4.8)

63,953
(18.0)

120,197
(33.9)

26,334
(7.4)

2005 434,530 14,635
(3.4)

4,343
(1.0)

23,028
(5.3)

72,657
(16.7)

143,572
(33.0)

32,785
(7.5)

2006 446,553 15,475
(3.5)

4,785
(1.1)

20,808
(4.7)

67,602
(15.1)

146,262
(32.8)

50,449
(11.3)
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as pig prices remained high due to the decrease in the number of pigs sold in

the market stemming from the BSE crisis at the end of 2003 and damages

from the outbreak of pig diseases (PMWS, PED, etc.).

The number of swine farm households decreased from 133,428 in 1990

to 11,309 in 2006 due to the suspension of pork exports to Japan as a result of

the outbreak of FMD in 1999 and the discontinuation of pig farming by small-

sized farms as a result of chronic diseases in the 2000s. Accordingly, the

number of pigs per household increased from 33.9 head as of December 1990

to 829.6 head as of December 2006.

The number of specialized swine farms with a herd of 1,000 or more

head increased from 406 households in 1990 to 3,088 households in 2006, and

the number of pigs also rose from 1,053,153 head to 7,502,701 head. Recently,

however, pig farms are continuing to fall in number as a growing number of

pig farms, each with less than 1,000 pigs, are shutting down their farms due to

damages incurred from pig-related diseases. Nevertheless, the number of pigs

per farm has increased due to the fall in the number of pig farms. The

proportion of specialized swine farms increased from 0.3% in 1990 to 27.3%

in 2006, while the proportion of pigs at specialized swine farms has also

Number of Pig Farms and Pigs

Source: National Agricultural Products Quality Management Service, Livestock

Statistics.

Figure 3-13
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increased from 23.3% to 80.0%.

With the increase in the number of pigs, the number of pigs slaughtered

rose from 8,600,930 head in 1990 to 13,003,286 head in 2006. The slaughter

weight of pigs also increased from 90kg in 1990 to 110kg in 2006. As a result

of the increase in both the number of pigs and slaughter weight, pork

production climbed from 506,507 tons in 1990 to 6767,441 tons in 2006.

Per capita annual pork consumption increased from 11.8kg in 1990 to

18.1kg in 2006 in line with the increase in national income. Imports have also

increased due to the shortage in pork production compared to demand,

lowering the pork self-sufficiency rate from 99.5% in 1990 to 76.7% in 2006.

2.3.2. Trade

As a result of the UR negotiations, pork imports were fully liberalized in

July 1997. The tariff rate imposed on imported pork in 1997 was 33.4%. Since

2004, a tariff rate of 25% is applied as duties were reduced on an equal scale

every year over the period from 1997 to 2004. In line with the Korea-Chile Free

Trade Agreement (FTA), which went into effect on April 1, 2004, Korea plans

to fully eliminate tariffs on meat over 10 years at an equal rate every year.

Production and Consumption of Pork

Source: National Agricultural Cooperative Federation, Livestock Price and Supply-

Demand Data.

Figure 3-14
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Pork imports increased from 2,583 tons in 1990 to 210,555 tons in 2006.

Most of the imports came from Europe. However, pork imports from North

America increased significantly as beef imports were suspended due to the

outbreak of BSE in the North America region in 2003. In 2006, the pork

imported from the US and Canada accounted for 41.3% of total pork imports.

Most of the cut pork meat imports are belly meat from Europe. However,

the proportion of US collar meat has expanded with the increase in pork

imports from the US after 2003. On a quarantine basis, belly, collar and ribs

accounted for 44.0%, 20.2% and 12.1% of total pork imports, respectively. Of

the belly imports, 58.8%, 16.5% and 6.5% were from the EU, Chile and the

US, respectively, while 41.5%, 28.8% and 19.5% of collar meat imports were

from the US, Canada and EU, respectively. In addition, EU, US and Chile

accounted for 64.7%, 16.3% and 3.5% of rib imports, respectively.

Pork exports have greatly contributed to the growth of the domestic

swine industry. This is because the supply and demand for cut pork meat has

been well balanced as non-preferred meat parts in Korea are regarded as

preferred parts in Japan, Korea’s major export market. However, exports have

significantly been reduced due to the outbreak of FMD in 2000.

Pork Imports by Country

unit: lean meat, tons

Source: Korea Meat Trade Association

Table 3-13

Year Denmark Belgium Hungary Canada US Netherlands Chile Others Total

2000 17,687 1,497 18,071 8,830 7,230 16,329 0 26,248 95,892

2001 10,776 10,582 8,366 2,531 1,854 3,886 0 13,521 51,516

2002 11,775 19,570 12,720 6,284 4,697 3,906 2,456 9,637 71,045

2003 3,451 13,199 6,632 3,375 5,150 4,609 12,073 12,324 60,813

2004 9,792 16,768 5,428 8,692 12,884 9,440 17,365 28,463 108,832

2005 8,597 16,889 6,866 20,182 43,155 9,483 25,334 43,050 173,556

2006 10,033 18,497 9,636 26,060 60,849 10,746 22,346 52,388 210,555
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Pork exports increased from 5,802 tons in 1990 to 88,306 tons in 1998.

However, that figure declined to 12,216 tons in 2006 as exports to Japan were

suspended due to the outbreak of FMD in 2000. Currently, pork is exported to

the Philippines, Russia and Mongolia, while byproducts including such non-

preferred parts as ham in Korea account for most of the cut meat exports.

2.4. Chicken Meat

2.4.1. Production and Consumption

Broiler production increased substantially from 396.7 billion won in 1990 to

1,330.0 billion won in 2006. On the basis of production value, the share of broiler

within the livestock industry expanded from 10.0% in 1990 to 11.4% in 2006.

The number of broilers increased from 26.94 million head in December

1990 to 55.37 million head in December 2006. While there was a temporary

fall in the number due to the outbreak of AI in 2003, it has rebounded once

again beginning in 2004.

The number of broiler farms declined from 3,547 households in 1990 to

1,391 households in 2006. As the number of broilers increased despite a fall in

Proportion of Pork Imports by Parts (Quarantine basis)

unit: %

Source: Korea Meat Trade Association

Table 3-14

Year Belly Collar Ribs Picnic Ham Loin Others Total

2000 52.3 10.9 7.7 11.2 1.0 0.9 16.1 100.0

2001 80.8 9.5 6.8 1.6 0.7 0.4 0.2 100.0 

2002 71.5 11.2 6.0 6.0 2.2 0.1 2.9 100.0 

2003 72.8 7.6 10.1 7.1 0.5 0.4 1.6 100.0 

2004 59.3 12.6 11.3 12.3 0.6 0.3 3.6 100.0

2005 47.9 14.3 13.9 8.4 0.7 0.4 14.5 100.0 

2006 44.0 20.2 12.1 10.2 0.9 0.3 12.4 100.0 
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the number of broiler farms, the number of broilers per household has

increased from 7,594 head to 39,809 head.

The number of specialized broiler farms with a herd of 10,000 head or

more increased from 1,061 households in 1990 to 1,325 households in 2006,

and the number of broilers increased from 16.41 million head to 55.03 million

head. The proportion of specialized broiler farms increased from 29.9% in

1990 to 95.3% in 2006, and the proportion of broilers raised at specialized

broiler farms also increased from 60.9% to 99.4%.

As the number of broilers increased, the number of broilers slaughtered

also rose from 147.54 million head in 1990 to 685.6 million head in 2006.

Slaughter weight of broilers decreased from 1.83kg in 1990 to 1.38kg in 2006.

Despite the fall in slaughter weight, chicken production increased from

171,698 tons in 1990 to 320,973 tons in 2006 as the number of broilers

slaughtered increased significantly.

The broiler industry has most aggressively pursued integration within the

livestock industry with the proportion of integrated volume to total chicken

production increasing from 15% in 1989 to 80% in 2006.

Number of Broiler Farms and Broilers

Source: National Agricultural Products Quality Management Service, Livestock

Statistics.

Figure 3-15
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Per capita annual chicken consumption increased considerably from

4.0kg in 1990 to 8.6kg in 2006. The self-sufficiency rate of chicken fell from

100% in 1990 to 81.9% in 2006.

2.4.2. Trade

As a result of the UR negotiations, the frozen chicken meat market was

opened to imports at a tariff rate of 30.5% beginning July 1, 1997, upon permitting

MMA quotas up until June 30, 1997. In 2004, the tariff rate was lowered to 20%.

Chick import volume increased significantly from 9,800 tons in 1996 to

93,842 tons in 2002. However, imports fell in 2003 as demand contracted with

the outbreak of AI in Korea. In 2004, imports further declined substantially

with the outbreak of AI in the US and Thailand. With the spread of AI in the

US in 2004, chicken imports from the EU expanded considerably during

2004-2005. With the normalization of imports from the US subsequent to the

second half of 2005, chicken imports from the EU in 2006 reduced

significantly, while imports from the US and Brazil rapidly expanded. Chicken

imports in 2006 reached 75,575 tons with the US, EU and Brazil accounting

for 54%, 6% and 21%, respectively.

Chicken Production and Consumption

Source: National Agricultural Cooperative Federation, Livestock Price and Supply-

Demand Data.

Figure 3-16
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Chicken Import by Country

unit: tons

Source: Korea Agro-Fisheries Trading Corporation (KATI).

Of the chicken imported into Korea in 2006, chicken legs accounted for

61% at 45,812 tons, and chicken wings comprised 13% at 10,164 tons.

Excluding the second half of 2004 and the first half of 2005 when chicken

imports were suspended due to the outbreak of AI in the US, chicken legs have

been mostly imported from the US. In 2007, the proportion of chicken legs

from Brazil increased, while none were imported from the EU. Most of the

chicken legs from the US are imported without boning, while Brazilian

imports are imported after boning. A large portion of chicken leg imports are

used for chicken galbi upon boning.

Export of chicken meat increased from 133 tons in 1994 to 2,854 tons in

2006. Even though efforts were made to export chicken meat to overseas

countries in earnest since 2002, the task faced difficulties as AI broke out in

2002 and 2004. Fifty-four point one percent of chicken meat exports in 2006

were chicken wings (frozen), while 33.6% were processed chicken contained

in airtight bags for cooking the Korean chicken broth Samgyetang. Most of

chicken wings are exported to Hong Kong, while the Samgyetang chickens are

exported to Japan and Taiwan.

Table 3-15

Year US EU Brazil Others Total

2000 53,908 107 - 13,492 67,507

2001 48,872 387 - 34,115 83,375

2002 61,590 483 - 31,767 93,842

2003 43,706 167 - 44,963 88,836

2004 3,998 18,467 - 9,382 31,848

2005 20,651 22,321 1,140 14,390 58,502

2006 40,482 4,376 15,846 14,869 75,575
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Chicken Imports by Parts (Custom Clearance Basis)

unit: tons

Source: Korea Agro-Fisheries Trading Corporation (KATI).

2.5. Eggs

2.5.1. Production and Consumption

Egg production greatly increased in 2006 to 867.4 billion won from

380.5 billion won in 1990. In terms of production value, the share of eggs in

the livestock industry fell slightly from 7.8% in 1990 to 7.4% in 2006.

The number of layer chickens increased from 42.43 million head in December

1990 to 57.24 million head in December 2006. The number decreased temporarily

in 2003 with the outbreak of AI, but it has increased once again since 2004.

The number of layer chicken farms has decreased from 3,932 households in

1990 to 1,934 households in 2006. Accordingly, the number of layer chickens per

farm household increased from 10,491 head to 29,595 head in line with the

increased number of layer chickens and decreased number of layer chicken farms.

The number of specialized layer chicken farms with a herd of 10,000 or

more head increased from 1,049 households in 1990 to 1,384 households in

2006. In addition, the number of layer chickens also rose from 31.25 million

head to 53.43 million head. The ratios of specialized layer chicken farms and

the number of layer chickens increased from 26.7% to 71.6% and 73.7% to

93.4%, respectively.

Table 3-16

Year Legs Wings Breast Chicken Meat

2000 57,226 3,809 3,352 67,507

2001 63,623 6,822 4,370 83,375

2002 72,978 9,779 5,669 93,842

2003 63,402 16,375 3,362 88,836

2004 17,812 9,994 286 31,848

2005 34,303 9,172 264 58,502

2006 45,812 10,164 1,134 75,575
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Number of Layer Chicken Farms and Layer Chickens

Source: National Agricultural Products Quality Management Service, Livestock

Statistics.

Egg Consumption and Production

Source: National Agricultural Cooperative Federation, Livestock Price and Supply-

Demand Data.

As the number of layer chickens expanded, egg production also increased

significantly. Egg production in 2006 increased to 537,399 tons from 393,305

tons in 1990. Per capita annual egg consumption increased from 9.2kg in 1990

to 11.2kg in 2006. There was little change in the egg self-sufficiency rate from

100% in 1990 to 99.4% in 2006.

Figure 3-18

Figure 3-17
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2.5.2. Trade

The proportion of egg imports in domestic consumption is very low,

accounting for only 0.6% in 2006. Imported eggs are comprised of bird eggs,

whites and yolks. Bird eggs are mainly imported from China, while whites and

yolks are mostly imported from the EU and the US, respectively. Processed

egg products are mainly used for bread and confectioneries.

Annual Import of Eggs and Processed Eggs (Custom Clearance Basis)

unit: US$ thousand

Source: Korea Poultry Association

2.6. Key Policies

Since 1990, the government has been actively responding to changing

circumstances of the livestock market, including market liberalization. In its

efforts to improve the productivity and competitiveness of the domestic

livestock industry, the government implemented a diverse range of policies

that included establishing the foundations for livestock farming, stabilizing

supply, demand and prices, improving livestock and farm management, and

enhancing livestock distribution.

2.6.1. Establishment of Livestock Farming Foundations

In order to secure the foundations for livestock farming, the government

Table 3-17

Year Egg White Yolk

2000 863 1,750 1,561

2001 817 2,003 3,555

2002 798 2,255 3,959

2003 795 2,607 4,075

2004 956 1,580 3,983

2005 1,123 2,603 4,610

2006 958 3,049 4,151
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has fostered specialized livestock farms through facilities automation and size

expansion. Accordingly, it provided support for machinery and fixtures

required for stables, land readjustment and breed management. The

government has also implemented programs for securing the infrastructure for

the production of animal feed, providing support for infrastructure such as

roads, irrigation development and grassland development, along with feed

crop seeds, fertilizers, machinery and equipment.

In the 1990s, livestock wastes have been singled out as the primary

pollutant of water. Consequently, livestock waste treatment has emerged as the

inhibiting factor in establishing the foundations for livestock farming. In order

to preserve the living environment and prevent water pollution through the

treatment of livestock wastes, the government has set its policy towards

recycling livestock wastes as manure to the maximum extent. In case recycling

is difficult, the government plans to discharge the waste after it has been

treated for purification. Accordingly, it has initially provided support for

livestock waste treatment facilities to farms located in water protection zones

and special areas for water quality preservation. In addition, it has further

provided assistance for renovating old machinery and equipment or installing

new facilities for the treatment of livestock wastes in accordance with the Act

on the Treatment of Sewage, Excrement and Livestock Waste Water.

Furthermore, the government has established livestock manure distribution

centers and provided support for liquid fertilizer transportation vehicles and

spraying equipment.

2.6.2. Stabilization of Supply, Demand and Price

For the stabilization of the supply, demand, and prices of livestock, the

government has conducted such programs as “calf production stabilization

program” and “cattle industry information program.” In order to stimulate the

consumption, the “livestock check-off program” has been implemented. The

“calf production stabilization program” aims at facilitating calf reproduction

and farm management stability by compensating cattle breeders for the
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difference in prices in cases where

calf transaction prices fall below

standard stable prices in the livestock

market. The program was initially

imple-mented in 1998 on a trial basis

in 32 cities and provinces and has

subsequently been expanded nation-

wide since 2000.

Based on the Act on the Promo-

tion of Livestock Product Consump-

tion and the Act on the Establishment

and Operation of Livestock Check-

Offs, farm house-holds and producer

associations can voluntarily establish

check-offs to conduct such programs

for livestock consumption promo-

tion, supply-demand control, consumer and producer education and related

research. The government on its part pays out a matching fund for such check-

offs. In the case of native cattle farms, a check-off of 20,000 won per cattle

head is mandatorily collected from cattle farms since May 2005, while 400

won per head and 2 won per liter are collected from swine farms since April

2004 and dairy farms since May 2006, respectively.

2.6.3. Improvement of Livestock and Farm Management

In order to improve livestock and farm management, the government

implemented various programs that include the livestock improvement

program and others dealing with livestock quarantine, livestock mutual aid and

livestock farm registration support. The livestock improvement program aims

at enhancing the productivity of the livestock industry by identifying livestock

with superior economic characteristics through breed registration, capability

inspection, breeding stock selection and planned crossbreeding. In order to

Advertising for 
Beef Checkoff Program

제3장2절-도큐  1904.6.26 9:32 PM  페이지153   9600/233三綱五倫 가상 프린터 2400DPI 200LPI  W



Agriculture in Korea  154

enhance the productivity of the native cattle industry, the native cattle

improvement zone establishment program was started beginning 1979, and the

participation of farm households expanded since 1995. The farms participating

in the native cattle improvement program receive such supports as registered

and inspected cow management costs and farm household survey reward fees,

while livestock improvement centers receives support for fixed investment

costs including purchase of improvement facilities and livestock.

In order to improve the management of the livestock industry, the

government has pursued policies for eradicating and preventing livestock

diseases, along with livestock mutual aid programs for facilitating farm

management stability against natural disasters and fires. Member farms of the

livestock mutual aid program are subsidized 50% of the net insurance

premiums among their premium payments. The government also implements

a livestock registration assistance program to expand and efficiently operate its

livestock registration system.

2.6.4. Improvement of Distribution Channels

The government implements a wide variety of policies for improving the

distribution channels of livestock. In particular, the beef traceability system,

together with the country-of-origin labeling system of beef at restaurants,

contributes to the expansion of consumption of domestically produced beef.

These two programs prevent the distribution of illegal beef by promptly

identifying its country of origin through the documentation and management

of information on the production, slaughtering, processing and consumption of

beef at each stage of distribution. The beef traceability program initially

covered 40 thousand head at 9 locations in 2004, but has been expanded to 59

thousand head at 9 locations in 2005 and to 191 thousand head at 23 locations

in 2006. The program is scheduled to be implemented in full-scale on a

nationwide-basis beginning 2008. The country-of-origin labeling system has

been mandatorily implemented in all restaurants of 300 square meters or larger

since January 2007. It is scheduled to be expanded to restaurants of 100 square
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meters or larger starting in 2008.

In its attempts to improve the distribution of beef at the retail level, the

government established a refrige-rated distribution system for meat and also

promoted the sale of meat by parts, grade and types. Accordingly, support

programs for meat retail distribution facilities including native cattle meat

specialty stores and model meat stores were carried out up until 2003. In order

to  modernize and expand the size of import beef specialty stores, the

government provided support for its establishment.

In order to secure the infrastructure for sanitary slaughtering and

processing, the government provided slaughter house and livestock processing

facility modernization funds, while Hazard Analysis Critical Control Point

(HACCP) was mandatorily applied to all slaughter houses by July 2003. For

processing factories, HACCP has been applied on a voluntary basis. HACCP

consulting support was also provided for slaughter houses to facilitate the

application of the HACCP system and enhance the sanitation and safety of

livestock. In order to establish a distribution system for expanding the

consumption of cut meat, as well as chilled and brand meat, livestock

processing centers (LPC) were constructed. Also, livestock marketing centers

of producer associations were built to facilitate the fair pricing of meat

products. Moreover, livestock main marketing centers and direct distribution

stores were established to improve the distribution channels of producer

associations.

Meat Processing
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The government streamlined the livestock industry to reduce livestock

farms’ burden of distribution and sales and allow them to solely focus on

producing meat by promoting the industry’s specialization of the production,

processing and distribution of livestock products. In addition, support was

provided for breeding facilities of broiler and swine integrators and breeding,

processing, and distribution and sales facilities of affiliated farms.

In its efforts to prepare for the liberalization of the livestock market and

to increase farm income through quality enhancement of livestock products,

the government implemented the livestock product grading project. In

addition, the premium livestock product brand certification program was also

carried out for the production of safe and high-quality livestock products in

line with consumer needs. In order to improve the quality of brand meat and

stimulate the distribution of chilled cut meat, the government fostered meat

processing plants of brand meat companies. In this respect, support was

provided to brand meat processing facilities, while support was also provided

for the promotion of brand franchises to expand brand meat sales through the

establishment of sales channels. Specialized consulting assistance was also

provided in the management, financing, and marketing of companies selling

livestock products with brand names so as to strengthen their market

competitiveness and guarantee stable income.

2.7. Outlook and Challenges

While the domestic livestock industry has continued to grow as a result

of the efforts by farm households and various investment and loan programs

by the government, it has experienced a number of adversities as the

conditions for the production and consumption of livestock products have

changed. Environmental regulations on the livestock industry are being

strengthened even further, while the outbreak of various livestock diseases is

greatly undermining its productivity. In addition, competition between

domestic and imported livestock products is heightening even further with the

liberalization of the livestock market, while the rise in international feed grain
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prices is also deepening the instability in livestock farm management.

Furthermore, consumer demands for safe high-quality livestock products are

increasing by the day. Such trends are expected to continue into the future.

Accordingly, domestic livestock products must be differentiated from

imports in the consumer markets through the production and distribution of

safe high-quality products. By doing so, the domestic livestock farms can be

developed into a sustainable industry. Productivity must also be increased

along with the reduction of production costs through continued investment in

the livestock industry. Establishing environment-friendly infrastructure is

another important issue faced by the domestic livestock industry.
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Section 3. Horticulture and Specialty Crops

The horticulture industry in Korea as a percentage of the total production

value of agriculture has remained fairly unchanged from 31.2% in 2000 to

32.0% in 2006. In recent years, in particular, it has become a major part of

Korean agriculture with its share exceeding that of food crops (26.7% in

2006). However, the horticulture industry has contracted with the overall

decline of agriculture from the impacts of market liberalization. In the case of

vegetables, which are key horticultural crops in Korea, the overall cultivated

area has been decreasing every year with the surge in low-priced imports from

China. The cultivated area of fruit crops has also been on the decline with the

increase in imports.

Amidst such a decline in horticultural crops, the cultivation acreage of

flowers on the contrary has been increasing in line with the growing national

income. The production of specialty crops such as mushroom, ginseng and tea,

which have been receiving attention as cash crops and well-being foods, is on

the rise.

3.1. Vegetables

3.1.1. Production Trends

The cultivation acreage of vegetables increased from 320 thousand ha in

1990 to 400 thousand ha in 1995. However, it has subsequently been on the

decline, falling to 290 thousand ha in 2006, as the market for agricultural

products has been liberalized since the launch of the WTO. While the

cultivated area of vegetables has been falling at an annual average rate of

0.5%, production has increased annually at an average of 0.8% to

approximately 1 million tons in 2006, growing by 12.2% compared to 1990, as

a result of the yield increase from facility modernization and technology

enhancements. The proportion of greenhouse cultivation acreage of

vegetables, in particular, has steadily increased from 12.6% in 1990 to 20.2%
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in 1995 and to 26.1% in 2006 due to the active support by the government for

facility modernization.

Despite the increase in vegetable production, the value share of vegetable

production in the total value of agriculture production fell drastically from

46.7% in 1995 to 20.9% in 2006 as a result of the overall decline in agriculture

amidst the liberalization of the agricultural market.

Among vegetable products, the cultivation acreage of spice vegetables

such as red pepper, garlic and onion has declined at an annual average rate of

0.8% with root vegetables decreasing at a rate of 1.1%. In effect, spice

vegetable cultivation area fell from 136 thousand ha in 1990 to 119 thousand

ha in 2006, while that of root vegetables decreased from 42 thousand ha to 35

thousand ha during the same period. On the other hand, however, the

cultivation area of leafy and stem vegetables rose at an annual average of 0.2%

from 63 thousand ha in 1990 to 65 thousand ha in 2006 due to the increase in

the area of lettuce and spinach despite a fall in the cultivation area of Chinese

cabbages. The area of fruit vegetables, which have a high per unit area income,

is also increasing at an average of 0.7% annually, climbing from 58 thousand

ha to 65 thousand ha during the same period.

Cultivation Area and Production of Vegetables

Source: Ministry of Agriculture and Forestry, Vegetable Production, each year

Figure 3-19
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Cultivation Area of Vegetables 

Source: Ministry of Agriculture and Forestry, Vegetable Production, each year.

Red peppers and garlic are the major crops of spice vegetables. Their

cultivation area has continued to fall over the years due to the aging farm

households, shortages in labor forces and the inflow of low priced imports

from China. However, the area for onions has increased at an annual average

rate of 4.2%, fueled by its relatively stable prices. Accordingly, the proportions

of red peppers and garlic in the total cultivation area of spice vegetables fell

from 43.0% and 32.0% in 1990 to 44.6% and 24.0% in 2006, respectively,

while onions rose by 7.3% from 5.6% to 12.9% during the same period.

Amidst the overall fall in the cultivation acreage of root vegetables,

radishes and carrots have decreased around an average of 1.2% annually due

to the decline in consumption and increase in imports. The cultivation acreage

of Chinese cabbages, a major leaf vegetable, has continued to fall from the

impact of declines in kimchi consumption. However, the steady increase in the

dining out has raised cabbage consumption and its cultivation acreage at an

annual average rate of 2.4%.

Among fruit vegetables, the cultivation area of cucumbers has declined

every year due to the burdens of labor shortage and increased oil price. In the

cases of strawberries and watermelons, cultivation areas are also on a decline

due to the aging of farm households and increased fruit imports. However,

Figure 3-20
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pumpkin and tomato cultivation areas have increased sharply owing to the

recent health-oriented consumption trends and boom in well-being diets. The

cultivation area of tomatoes, in particular, declined since the mid-1990s, but it

has increased by 34.5% in 2006 over 2000 as consumption has increased from

continued marketing activities on its healthiness.

3.1.2. Consumption Trends

Per capita annual consumption of overall vegetables increased from

132.6kg in 1990 to 165.9kg in 2000. However, due to the changing

consumption patterns including the recent expansion in dining out, the figure

has fallen slightly to 154.0kg in 2006.

Cultivation Acreage and Production of Major Vegetables

unit: thousand ha, thousand tons

Source: Ministry of Agriculture and Forestry, Vegetable Production, each year

Table 3-18

1990 1995 2000 2005 2006

Area Production Area Production Area Production Area Production Area Production

Spice
Vegetables

Red pepper 62.8 132.7 87.5 193.3 74.5 193.8 61.3 161.4 53.1 116.9

Garlic 43.6 416.8 39.6 461.7 44.9 474.4 31.8 375.0 28.6 331.4

Onion 7.6 407.4 15.8 974.6 16.8 877.5 16.7 1,023.3 15.3 889.6

Root
Vegetables

Radish 37.1 1,760.6 35.5 1,435.3 40.2 1,759.4 27.1 1,277.5 30.5 1,494.8

Carrot 4.3 87.0 6.0 160.8 4.5 157.8 3.2 121.4 3.4 134.4

Leafy &
Stem

Vegetables

Chinese
cabbage 47.5 3,373.4 46.5 2,884.8 51.8 3,149.3 37.2 2,325.3 42.0 2,749.4

Cabbage 4.0 146.9 6.7 265.3 6.1 274.1 5.2 289.9 6.1 332.6

Fruit
Vegetables

Cucumber 7.0 216.1 8.5 337.3 7.3 453.5 5.9 403.3 5.8 389.6

Pumpkin 4.1 82.3 7.1 159.2 8.4 240.5 9.3 339.1 9.7 322.1

Tomato 2.5 77.7 3.9 177.4 4.9 276.7 6.7 439.0 6.6 433.2

Strawberry 6.9 108.6 7.4 168.5 7.1 180.5 7.0 202.0 6.8 205.3

Watermelon 25.7 593.2 45.2 1,120.1 30.5 922.7 23.2 904.9 20.6 778.4
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Per Capita  Consumption of Vegetables

Source: Korea Rural Economic Institute, Food Supply-Demand Table, each year.

In terms of products, the consumption amounts of red peppers and garlic,

both spice vegetables, in 2006 were 1.7kg and 5.7kg, respectively, but have

been declining at the annual average rates of 0.3% and 0.7% due to the

decrease in kimchi consumption. Onion consumption has increased over

twofold from 7.4kg in 1990 to 15.0kg in 2006 due to the changes in

consumption patterns and the boom in well-being.

The consumption amounts of Chinese cabbages (leafy and stem

vegetable) and radishes (root vegetable) have decreased at the annual average

rates of 1.3% and 1.6%, respectively. Accordingly, the per capita annual

consumption of cabbage has declined from 46.9kg in 1990 to 37.4kg in 2006,

and the per capita annual consumption of radish, too, has declined from 26.7kg

to 17.2kg during the same period.

Overall, the consumption of spice, leaf, and root vegetables has been on a

downward trend, while that of fruit vegetables has increased. Cucumber

consumption has increased from 4.1kg in 1990 to 6.5kg in 2006, while

pumpkin has shown a high annual average growth rate of 7.2% rising from

1.7kg to 5.5kg over the same period. This can be attributed to the significant

increase in the consumption of old and sweet pumpkins due to the current

trend of consumers preferring healthy food. The per capita annual

consumption of tomatoes has continued to increase from 2.9kg in 1990 to

Figure 3-21
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7.9kg in 2006. While strawberry consumption has increased from 2.9kg to

7.9kg during the same period, watermelon consumption, which had been

increasing until the late 1990s, has been falling since then due to the rise in the

consumption of imported tropical fruit.

3.1.3. Import and Export Trends

Vegetable exports grew by approximately 2 times from US$100 million

in 1995 to US$200 million in 2006. The major products which saw a

Kimchi Processing Plant

Per Capita Annual Consumption of Major Vegetables

Source: Korea Rural Economic Institute, Food Supply-Demand Table, each year

Figure 3-22

Fruit VegetablesSpice, Leafy & Stem, and Root Vegetables
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conspicuous rise in exports centered on fruit and vegetables including

tomatoes, strawberries, cucumbers, kimchi, and recently bell peppers. The

major country importing vegetables from Korea was Japan, which accounted

for 73.4% of total vegetable exports in 2006, due to its geographic proximity

which allowed lower logistic costs and advantages in maintaining product

freshness. However, the exports of Korean vegetables other than bell peppers

and kimchi, which both have a high market share in Japan, have continued to

decline coming into the 2000s as a result of reinforced marks of origin, food

Imports & Exports of Vegetables

unit: thousand tons, US$ hundred thousand

Note: Tomato includes tomato juice, strawberry includes frozen strawberry,
cucumber includes salted cucumber, red pepper and onion include the
dried and temporarily stored, garlic includes frozen garlic, and carrot
includes dried carrots. Yield rates were not applied to the above figures.

Source: Korea Agro-Fisheries Trading Corporation.

Table 3-19

1995 2000 2005 2006

Quantity Value Quantity Value Quantity Value Quantity Value

Vegetable Exports (A) 55.6 1,104.3 64.2 1,859.2 88.9 2,314.3 71.9 2,039.4

Tomato 2.1 35.2 12.7 229.5 4.3 88.3 2.7 57.6

Strawberry 2.4 48.6 3.5 95.3 1.0 44.1 1.0 58.6

Cucumber 2.6 55.3 5.8 98.9 1.0 15.5 0.4 8.2

Kimchi 12.5 509.1 23.4 788.5 32.3 929.6 25.6 703.3

Bell Pepper - - - - 17.8 531.4 14.6 457.3

Vegetable Imports (B) 93.2 1,322.4 220.1 1,872.6 587.6 3,812.4 735.8 4,997.5

Red Pepper 4.8 128.5 6.3 108.2 83.1 516.0 104.8 600.3

Garlic 11.3 105.7 10.5 91.2 42.2 212.4 44.0 323.4

Onion 8.0 59.8 6.1 23.0 41.2 85.4 39.3 157.6

Carrot 1.1 15.8 11.4 50.6 73.2 292.4 81.5 366.4

Kimchi - - 0.5 2.0 111.5 513.4 178.0 879.6

Trade Balance (A-B) - △218.1 - △13.4 - △1,498.1 - △2,958.1
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safety issues and strong domestic prices.

Vegetable imports, on the other hand, have increased by 3.8-fold from

US$130 million in 1995 to US$500 million in 2006 due to the effects of

liberalizing the agricultural product market. Consequently, trade balance

deficit has expanded substantially every year from US$20 million in 1995 to

US$300 million in 2006. The major vegetables imported were red peppers,

garlic, onions and carrots, and their import volumes have increased sharply in

the 2000s. Such imports are mainly comprised of low priced products from

China. Imports from China account for an overwhelming 98.0% of total

vegetable imports. The conditions for domestic production of vegetables are

also further deteriorating with domestic Chinese cabbages, red peppers and

garlic being substituted by Chinese products due to the recent surge in kimchi

imports from China.

3.2. Fruits

3.2.1. Production Trends

The cultivation acreage of fruit trees increased from 130 thousand ha in

1990 to 180 thousand ha in 1998, but it has decreased every year to 150

thousand ha in 2006 with the full-scale liberalization of the agricultural market

since the launch of the WTO. While its cultivation acreage has been falling

since the late 1990s, production has increased at an average annual rate of

2.1% due to the rise in yields from improved technology. In fact, production

has climbed 41.8% compared to 1990 to around 2.5 million tons in 2006.

Despite the rise in fruit production, its proportion to total agriculture

production in terms of value has fallen from 11.7% in 1995 to 8.4% in 2006,

which is in line with the overall decline in the domestic agriculture industry

amidst market liberalization. Apple cultivation area reached its peak in 1992 at

53 thousand ha in 1992, but fell to 26 thousand ha in the early 2000s.

However, it has shifted back to an upward trend since 2003. Its recent increase

can be attributed to the stable prices compared to other items. The acreage of
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adult apple trees continued to fall from 32 thousand ha in 1995 to 16 thousand

ha subsequently, but has increased in 2006. By apple varieties, Fuji accounted

for the highest portion of the total area at 68.5%, followed by Hongro at 7.6%,

Tsugaru at 7.6% and Kogetsu at 2.4%.

Pear cultivation area showed an increasing trend until 2000 due to the

expansion in the consumption of pears stemming from increased national

income, but has subsequently declined from 2001 as farms either closed down

or avoided planting pear trees as a result of price falls. Accordingly, the

cultivation area of adult pear trees reached its peak in 2003 and has

subsequently fallen. In terms of pear varieties, Niitaka pears accounted for an

overwhelming 76.1% of the total, followed by Wonhwang pears which are on

an increasing trend. 

Grapes showed an annual average growth of 7.4% in the acreage of

cultivation up until 1999, but the cultivation acreage has continued to decrease

since 2000 due to aging farm households, increased imports, closure of low-

Pear Orchard Waesung Apple Orchard

Cultivation Acreage and Production of Fruits

Source: Ministry of Agriculture & Forestry, Crop Statistics, each year

Figure 3-23
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productive orchards, and the government program supporting the closure of

orchards. The cultivation area of adult trees also declined in the 2000s, falling

by 29.2% from 2000 to 16 thousand ha in 2006. Despite the imports of grapes

from Chile since 1996 as a result of the Korea-Chile FTA, the proportion of

greenhouse grapes has increased from 1.5% in 1995 to 9.4% in 2006. The

increase can be attributed to the rising demand for domestic greenhouse grapes

due to its high quality despite the lower price competitiveness compared to the

imports. By variety, Campbell Early accounts for 71.3% of total cultivation

Cultivation Area and Production of Major Fruits

unit: ha, thousand tons

Source: Ministry of Agriculture & Forestry, Crop Statistics, each year

Table 3-20

1990 1995 2000 2005 2006

Apple

Cultivation area 48,833 50,103 29,063 26,907 28,312

Adult tree area 26,002 32,222 21,259 16,379 17,888

Production 628,947 715,982 488,960 367,517 407,621

Pear

Cultivation area 9,058 15,752 26,206 21,807 20,656

Adult tree area 7,137 7,602 13,314 17,101 17,481

Production 159,335 178,321 324,166 443,265 431,464

Grape

Cultivation area 14,962 26,030 29,200 22,057 19,248

Adult tree area 12,845 14,251 23,206 18,201 16,419

Production 131,324 316,443 475,594 381,436 330,049

Peach

Cultivation area 12,333 10,241 13,876 15,014 13,383

Adult tree area 10,466 7,473 7,688 9,830 9,645

Production 114,578 129,640 170,044 223,701 193,816

Tange
rine

Cultivation area 19,287 24,348 26,821 21,504 21,382

Adult tree area 17,089 20,102 25,105 20,628 20,760

Production 492,676 614,801 563,470 637,961 620,292

Sweet

Cultivation area 9,869 20,158 23,816 17,199 17,304

Adult tree area 5,000 8,387 16,463 14,747 15,295

Production 65,682 154,737 227,394 235,854 207,681
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area, followed by Kyoho at 12.6% and MBA at 8.3%.

In the case of peach, the cultivation area declined until the late 1990s, but

it increased to 16 thousand ha by 2003 due to relatively stable prices.

However, it has shifted back once again to a downward trend since 2004 as a

result of the government’s support program for the closure of peach farms. The

cultivation area of adult peach trees is also falling.

The acreage of tangerine cultivation and adult trees continued to increase

at an annual average rate of over 3% up to 2000 despite increasing orange

imports. However, due to the government program supporting the closure of

farms in 2003~2004, it has declined significantly ever since. However, the

proportion of cultivated area for greenhouse tangerine has been increasing

every year from 6.1% in 2000 to 11.8% in 2006.

Sweet persimmons saw a continued increase in cultivation area and adult

tree area up until the late 1990s. However, due to aging farm households and

conversion to other crops for cultivation, the cultivation area is decreasing at

an annual average rate of 4.5% in the 2000s. In terms of varieties, Fuyu

accounted for 82.5%, followed by Hachiya 9.6% and Nishimurawase 4.9%.

3.2.2. Consumption Trends

The annual per capita consumption of overall fruits increased at an

annual average rate of 4.3% from 29.0kg in 1990 to 40.7kg in 1997 owing to

the rise in national income, but it fell to 34.6kg in 1998 due to the financial

crisis. However, fruit consumption began to increase once again as the

economy recovered, reaching 44.6kg in 2006.

By product, the annual per capita consumption of apples has fallen at an

annual average rate of 3.5% from 11.5kg in 1990 to 6.2kg in 2006 due to the

price increase from the recent decline in cultivation area and the increase in the

consumption of substitute fruits such as pears. On the other hand, however,

pear and peach consumption has increased owing to the increase in national

income, growing from 2.5kg and 20.0kg, respectively, to 6.4kg to 31.0kg over

the same period.
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The consumption of sweet persimmons increased up to the late 1990s,

but it has either stagnated or declined in the 2000s. In the case of grapes, the

increase in consumption from 2.0kg in 1990 to 6.7kg in 2000 fell to 4.7kg in

2006 as prices climbed with production reduction due to farm closures. The

per capita consumption of tangerines has been falling to 9.4kg in 2006 in line

with consumers’ diversified preference of fruits and increased imports of

oranges.

Per Capita Consumption of Fruits

Source: Korea Rural Economic Institute, Food Supply-Demand Table, each year.

Per Capita Annual Consumption of Major Fruits

Source: Korea Rural Economic Institute, Food Supply-Demand Table, each year

Figure 3-25

Figure 3-24
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3.2.3. Import & Export Trends

Fruit exports increased 64.1% from US$ 60 million in 1995 to around

US$100 million in 2006. Among fresh fruits, apple and tangerine exports have

declined, while pear exports have been on the rise. However, the trade balance

deficit of fruit products has increased every year as imports have been rising

significantly compared to exports.

Fruit imports have increased over twofold to around US$700 million in

2006 from US$320 million in 1995 due to the impact of agricultural market

liberalization. In terms of items, orange imports were the highest at US$170

million in 2006, while banana imports also rose significantly from US$50

million in 1995 to around US$140 million in 2006. In the case of kiwis,

imports have been rising every year owing to the changes in consumption

patterns, and grape imports have also climbed due to the conclusion of the

Korea-Chile FTA.

Imports and Exports of Fruits

unit: US$ hundred thousand

Source: Korea Agro-Fisheries Trading Corporation.

Table 3-21

Fruit Exports (A)

Fruit Imports (B)

Trade Balance (A-B)

1995

599.8

135.9

70.9

12.8

322.4

3,154.2

206.0

1,014.4

495.1

96.5

△2,554

Apple

Pear

Tangerine

Fruit Juice

Grape

Orange

Banana

Kiwi

2000

451.4

23.4

171.0

44.9

29.5

3,493.9

311.0

1,160.1

752.5

86.5

△3,042

2005

1,208.8

78.0

560.9

34.0

351.7

6,155.6

529.8

1,624.3

1,148.4

533.1

△4,947

2006

984.3

25.0

366.5

31.9

385.4

7,126.8

594.4

1,680.4

1,446.9

627.4

△6,143
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3.3. Floriculture

3.3.1. Production Trends

The cultivation acreage of floriculture has continued to increase every

year from 3,503 ha in 1990 to 7,688 ha in 2006. In addition, production value

has grown by 3.9 times from 239.3 billion won to 941.1 billion won in the

same period. In particular, since floriculture has a high profitability per unit

area, its share in the production value of agriculture (2.6%) exceeds its

proportion in the total cultivation area (0.4%).

Until the 1980s, floricultural crops were mainly comprised of ornamental

plants such as Chinese junipers and maples used primarily in establishing

parks. Coming into the 1990s, however, production of cut flowers such as

chrysanthemums and roses, along with pot flowers centering on orchids, was

expanded to account for over a half of the total area of floriculture. Cut flowers

play a leading role in the floriculture industry with rapid increases in

production owing to increased national income, changes in consumer

preferences and high cultivation ratio at production facilities established

through government support. However, the cultivated area of cut flowers has

started to stagnate recently, while the area of pot flowers which has been on a

downward trend, started to increase due to the rise in the consumption of

orchids or herbaceous ornamentals.

Chrysanthemums were the major cut flowers grown until the early 1990s.

Since 1992, however, the cultivation acreage of roses has increased rapidly,

reflecting not only the changes in consumption patterns but also the selection

of roses as the cultivation plant by a substantial number of floriculture farms

receiving policy funds in the process of implementing the government’s

facility modernization program. As the policy funds were converted into loans

in 1998, the cultivation acreage of roses since then remained somewhat

unchanged. However, the proportion of roses and chrysanthemums still

remains high, accounting for over 60% of total flower cultivation acreage.

Up until the early 1990s, pot flowers were comprised of a wide variety of
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Cultivation Acreage of Flowers

Note: Cultivation acreage of pot flowers includes herbaceous ornamentals.

Source: Ministry of Agriculture & Forestry, Current Status of Floriculture Cultivation,

each year

Cultivation Acreage and Production of Major Flowers

unit: ha, million pots

Note: Cultivation acreage of pot flowers includes herbaceous ornamentals.

Source: Ministry of agriculture & forestry, current status of floriculture cultivation,

each year

Table 3-22

Figure 3-26

1990 1995 2000 2005 2006

Area Quantity Area Quantity Area Quantity Area Quantity Area Quantity

Cut flowers 1,006 765 2,323 1,766 2,625 1,715 2,597 1,723 2,671 1,367

Rose 159 82 481 513 766 630 751 678 864 545

Chrysanthemum 287 139 658 380 732 427 797 560 805 395

Lily 84 38 186 42 245 74 227 69 208 58

Carnation 71 68 153 240 133 146 116 123 109 88

Gypsophila 177 108 330 274 207 110 108 34 83 15

Pot flowers 787 77 1,148 130 1,036 283 1,789 634 1,717 833

Orchid 53 4 202 16 308 60 332 98 310 107

Herbaceous Ornamentals 118 17 80 11 71 24 501 275 454 319

Cactus 38 11 98 56 50 29 71 30 79 29

제3장3절  1904.6.26 9:38 PM  페이지172   9600/233三綱五倫 가상 프린터 2400DPI 200LPI  W



Agriculture Industry Trends by Item  173

sorts including dwarf ground rattans, cactuses and orchids. Since the mid-

1990s, however, orchids have become the major pot flowers as their portion of

cultivation area increased sharply due to an increase in national income. With

the recent deterioration in economic conditions, the production amount of

orchids, which have been regarded as expensive, is currently decreasing, while

the relatively low-priced herbaceous ornamentals, such as petunia, pansy and

begonia, are increasing significantly.

3.3.2. Consumption Trends

As flowers are regarded as luxury products as opposed to necessities, the

per capita annual consumption remained below 10,000 won up until the early

1990s. However, with the improvement of national income from economic

growth, flower consumption has increased every year from 5,646 won in 1990

to over 3 times at 19,315 won in 2006.

The annual per capita consumption of cut flowers increased significantly

from 1,382 won in 1990 to 8,083 won in 2006. The consumption of pot

flowers, too, has been on the rise every year during the same period, increasing

from 2,321 won to 8,853 won. While the pot flower consumption, in

particular, showed a slight decrease after the mid-1990s due to changing

Per Capita Annual Consumption of Flowers

Source: Ministry of agriculture & forestry, current status of floriculture cultivation,

each year

Figure 3-27
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consumption patterns including increased preference for cut flowers, it has

shifted to an upward trend recently.

3.3.3. Import and Export Trends

Until the mid-1990s, flower imports exceeded exports. However, after

the financial crisis in 1997, the consumption of relatively high-priced and

high-quality orchids fell drastically, and bulb imports also declined with the

rise in exchange rate sharply reducing flower imports from US$26.74 million

in 1995 to US$10.34 million 1998. On the other hand, exports expanded from

US$6.36 million to US$11.48 million during the same period as flower prices

and domestic consumption fell.

In the years thereafter, too, flower exports steadily increased, reaching

US$40.41 million in 2006 with cut flowers leading the exports. The cut flower

exports were mainly centered on roses, chrysanthemums and lilies, the three

major export items comprising over 60% of flower exports, which were very

low until the early 1990s. The low amount of flower exports in the early 90s

Imports and Exports of Flowers

unit: US$ thousand

Source: Korea Agro-Fisheries Trading Corporation.

Table 3-23

1995 1998 2000 2005 2006

Flower Exports (A) 6,363 11,484 28,888 52,142 40,414

Rose 47 3,419 10,324 10,597 8,847

Chrysanthemum 152 272 4,682 8,577 6,971

Lily 2,318 3,388 4,395 10,484 9,716

Cactus 3,312 2,266 2,736 1,881 2,179

Orchid 216 660 3,250 16,668 10,820

Flower Imports (B) 26,739 10,336 19,472 28,845 35,819

Orchid 13,354 6,603 10,826 14,546 20,302

Lily 4,060 1,063 3,311 5,290 5,808

Trade Balance (A-B) △ 20,376 1,148 9,416 23,297 4,595
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Cultivation Acreage and Production of Ginseng

Source: Ministry of agriculture & forestry, major agriculture and forestry statistics,

each year

Figure 3-28

can be attributed to 1) high domestic prices, 2) strict selection process involved

in export, 3) rise in logistic costs including air transportation costs, and 4)

reluctance of farmers to export their products due to concerns over claims

from importing countries.

Meanwhile, almost all the cut flowers centering on roses, chrysan-

themums and lilies are exported to Japan due to 1) Japan being one of the top

three flower consuming countries in the world, 2) geographic proximity

advantageous to maintain the freshness of flowers, and 3) lower logistics costs

including air transportation costs compared to other countries.

3.4. Specialty Crops

3.4.1. Production Trends

The cultivation acreage of ginseng decreased at an annual average of

4.3% from 12,184 ha in 1990 to 8,940 ha in 1996. However, that figure has

grown at an annual rate of 5.2% on average since 1997 to 16,405 ha in 2006 as

ginseng was regarded as a high profit crop in the wake of the full-fledged

liberalization of the agriculture market. Ginseng production had also been

decreasing up until 1996 with the decline in its cultivation acreage, but has
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since been increasing by 95.6% from 1996 to 19,850 tons in 2006.

Overall, the acreage of general cultivation fields for 4-year old ginseng

declined up until 1996, but it has started to increase since 1997, while the

contracted (designated) cultivation acreage of 6-year old ginseng has steadily

been rising. The recent increase in the general and contracted cultivation fields

can be attributed to 1) the participation of private companies in line with the

abolishment of the red ginseng monopoly system, 2) the production of 4-year

old red ginseng, and 3) increase in the consumption and exports of red ginseng.

Mushrooms are classified into “agricultural mushrooms” cultivated on

agricultural by-products and “forest mushrooms” picked from the forest or

Cultivation Area by Ginseng Type

unit: ha

Source: Ministry of agriculture & forestry, major agriculture and forestry statistics,

each year

Table 3-24

1990 1995 2000 2005 2006

Cultivation area 12,184 9,375 12,445 14,153 16,405

General 8,955(73.5) 5,642(60.2) 9,811(78.8) 8,856(62.6) 10,036(61.2)

Contracted
(Designated) 3,229(26.5) 3,733(39.8) 2,634(21.2) 5,297(37.4) 6,369(38.8)

Cultivation Acreage and Production of Mushrooms

Source: Ministry of agriculture & forestry, major agriculture and forestry statistics,

each year

Figure 3-29
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cultivated on bed logs. The cultivation acreage of agricultural mushrooms

showed a sharp increase at an annual average rate of 6.7% from 483 ha in

1990 to 1,361 ha in 2005 owing to changes in consumption patterns and

increase in imports. However, that figure dropped by 31.6% in 2006 from

2005 to 931 ha. Production also has been on the rise every year reaching

141,467 tons in 2006.

In terms of mushroom production by item, agaric mushroom (Pleurotus

ostreatus) has the highest share of production quantity, but has been on the

decline since the beginning of the 2000s due to a fall in cultivation acreage. On

the other hand, however, production of flammulina velutipes has increased

significantly due to its rising consumption and high profitability from

relatively lower labor and management costs.

The cultivation acreage of tea leaves was only 715 ha in 1995, but it has

increased significantly to 3,692 ha in 2006, showing a high annual growth rate

of 14.7% due to the consumption increase brought by the growing consumer

interest in health food. Production is also on the rise every year with increased

cultivation acreage, reaching 4,080 tons in 2006.

Cultivation Acreage and Production of Mushrooms

unit: ha, ton

Source: Ministry of agriculture & forestry, major agriculture and forestry statistics,

each year

Table 3-25

1990 1995 2000 2005 2006

Area Quantity Area Quantity Area Quantity Area Quantity Area Quantity

Champignon 54 10,281 121 15,723 148 21,813 174 18,985 74 11,892

Agaric 
mushroom 335 43,732 542 72,801 670 70,759 556 56,866 305 45,782

Ganoderma 
lucidum 94 810 393 3,346 100 653 91 448 19 225

Flammulina 
velutipes 0.2 404 10 3,867 61 23,837 84 40,161 49 34,400
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Cultivation Acreage and Production of Tea Leaves

Source: Ministry of agriculture & forestry, major agriculture and forestry statistics,

each year 

Figure 3-30

3.4.2. Consumption Trends

Previously, ginseng was mainly consumed as a gift. However, with the

increase in household consumption owing to the rise in national income, the

per capita annual consumption of ginseng has grown at an annual average rate

of 3.2% from 0.24kg in 1992 to 0.38kg in 2006. Tea consumption has grown

Per Capita Annual Consumption of Specialty Crops

Note: Ginseng and tea consumption were estimated using the following equation

(Production+Import-Export)/Population.

Source: Korea Rural Economic Institute, Food Supply-Demand Table, each year

Figure 3-31
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at an annual rate of 17.8% on average from 0.01kg in 1995 to 0.07kg in 2006

in line with the increased consumption from heightened consumer awareness

on health.

In the case of mushrooms, agaric mushroom consumption increased up

until the mid-1990s, but then it fell to 0.9kg in 2006, while champignons and

flammulina velutipes increased to 0.4kg and 0.5kgm in 2006, respectively.

3.4.3. Import and Export Trends

Ginseng is a major export

product of Korea with exports at

around 2,000 tons every year,

representing 10% of domestic

production. However, exports have

been on the decline due to not only

falls in the exports of white ginseng,

but also the steady increase in the

exports of red ginseng. Imports in

2006 have surged over 10 times

compared to 1995 with the rapid

increase of low-priced ginseng

imports from China.

Mushroom exports have

increased from 97 tons in 1995 to

1,605 tons in 2006, but the balance-

of-trade deficit has expanded every year due to the significant rise in low-

priced mushroom imports from China.

The export of tea leaves has increased over 4 times from 366 tons in 1995

to 1,541 tons in 2006. However, its proportion of production has declined from

52.3% to 37.8% over the same period due to the expansion of domestic

consumption. Tea imports have continued to rise every year as red tea imports

have increased.

Ginseng Products
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Imports and Exports of Specialty Crops

unit: tons, US$ hundred thousand

Source: Korea Agro-Fisheries Trading Corporation.

3.5. Outlook and Issues

The horticulture industry in Korea has declined with the cultivation

acreage of vegetables and fruit trees falling due to the impacts from the

liberalization of the agricultural market. Imports are expected to significantly

expand with further market liberalization measures from the recent FTA and

DDA negotiations. In the case of vegetables, the cultivation acreage is

expected to further decrease with the increase of low-priced imports including

red peppers, garlic, onions and carrots from China and fall in kimchi

consumption from changing consumption patterns. Fruit cultivation acreage is

also anticipated to gradually fall owing to consumption substitution from the

increase in cheap imports including bananas, oranges, kiwis and grapes.

Amidst such circumstances, however, the cultivation acreage of western

vegetables and fruit vegetables have increased due to the expansion in its

consumption, while flower and specialty crop production are also on the rise

owing to improved national income. Furthermore, the controlled horticulture

industry (facility vegetables, flowers and mushrooms) can be fostered into a

competitive sector as inhibiting factors in land, technology and labor can be

overcome through the application of state-of-the-art technologies. It also has

strong capacities to adjust supply and demand, and to compete against imports.

Table 3-26

1995 2000 2005 2006

Quantity Value Quantity Value Quantity Value Quantity Value

Export

Ginseng 2,527 1,400 2,078 790 2,098 825 1,893 886

Mushroom 97 12 187 56 504 28 1,605 42

Tea 366 13 371 10 1,481 48 1,541 44

Import

Ginseng 37 8 107 32 297 61 379 53

Mushroom 7,600 104 11,801 91 17,411 154 17,593 133

Tea 117 7 410 17 850 40 891 65
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Accordingly, in order for the domestic horticulture industry to overcome

the adversities it faces today and grow into a competitive sector, it must

initially focus its efforts on the production of high-quality horticultural crops

by introducing advanced technologies and establishing technology systems.

Second, the industry needs to improve the efficiency in distribution to allow

for the quick transactions of fresh horticultural crops through the development

of low-temperature distribution systems and promotion of packaging and

standardization. Third, it must expand the consumption of horticultural and

specialty crops by devising various schemes that satisfy consumer needs in

line with the recent boom in well-being and changes in consumption patterns.

Fourth, active government support is needed to foster high-quality horticultural

and specialty crops into an export industry as a means to compete with low-

priced agricultural imports from China.
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Section 4. Environment-Friendly Agriculture

The environmental problems associated with water pollution and soil

contamination have become serious as intensive agricultural production has

continued to increase the productivity of agricultural products. Accordingly,

the development of environment-friendly agriculture that aims for harmony

between agriculture and the environment has emerged as a major challenge in

the agricultural sector. Environment-friendly agriculture in Korea took off in

December 1994 with the establishment of the Sustainable Agriculture

Department within the Ministry of Agriculture and Forestry. Subsequently, the

Environmentally Friendly Agriculture Promotion Act was legislated in 1997,

followed by the introduction of the Direct Payment System for Promoting

Environmentally Friendly Farming Practices in 1999 to establish the

institutional foundations for fostering environment-friendly agriculture.

Recently, due to various support policies, the number of farm households

practicing environment-friendly agriculture has increased rapidly since 2000 at

an annual rate of over 50% every year to comprise around 6% of total farm

households.

The legislation for environment-friendly agriculture in Korea aims to

build a sustainable agriculture that seeks harmony between agriculture and the

environment. The Article 2 of the Environmentally Friendly Agriculture

Promotion Act defines the concept as the production of safe agricultural and

livestock products, while maintaining or preserving the environment of the

agricultural ecosystem through 1) non-use or minimal use of chemical

materials including pesticides, chemical fertilizers, antibiotics and antibacterial

agents and 2) recycling of agricultural and livestock by-products. In other

words, environment-friendly agriculture simultaneously seeks to secure

profitability in agricultural production, preserve the ecosystem, and guarantee

the safety of agricultural products. The promotion of environment-friendly

agriculture plays an important role in Korea’s agricultural policy for

converting the conventional agriculture into a sustainable agriculture.  
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Accordingly, a wide variety of policy programs are developed and imple-

mented for the development of a sound environment-friendly agriculture.

4.1. Agro-Environmental Problems and Current Status of
Environment-Friendly Agriculture 

4.1.1. Diagnosis of Environmental Load in Agricultural Sector

The relationship between agriculture and the environment in an

agricultural ecological system possesses both the negative role of acting as a

potential environmental pollutant and the positive role of preserving the

environment according to the extent agricultural activities affect the

environmental load. Negative factors in the agricultural production process

include water pollution (surface water and groundwater), soil pollution, soil

losses and air pollution due to the excessive use of agro-chemical materials

and improper treatment of livestock manure.

Because of the intensive agricultural production with high input and high

output to increase agricultural productivity, chemical fertilizer use has

continuously increased. However, it has shown an overall decreasing tendency

due to low concentration compound fertilizers, bulk blending fertilizers and

livestock manure composting since the early 1990s. The quantity of chemical

fertilizers used per ha of farmland reached 458kg in 1990 and has

subsequently decreased by 32.7% from 382kg in 2000 to 257kg in 2006. In

addition, the use of agrichemicals (shipment basis) also continued to fall from

its peak of 28,200 tons in 2001 to 24,076 tons in 2006.

In terms of the materials cycling process in the agriculture ecosystem

(based on 2005), the consumption of chemical fertilizers inputted externally

for crop production reached 510 thousand tons including 350 thousand tons of

nitrogen and 160 thousand tons of phosphorus. In addition, 16.01 million tons

of concentrates and 4.13 million tons of roughage were used for livestock

production. In the case of concentrates, import feed accounted for 70.6% of

total required quantity at 11.40 million tons. In terms of the number of
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livestock, a total of 34.45 million tons of livestock manure were generated

from 1.82 million head of beef cattle, 0.48 million head of dairy cattle, 8.96

million head of pigs and 109.63 million head of chickens. The quantity of

livestock manure generated equates to 240 thousand tons of nitrogen and 160

thousand tons of phosphorus in terms of fertilizer ingredients. However, the

actual amounts of nitrogen and phosphorus put into farmlands through

recycling of livestock manure including composting and liquid manure,

reached around 110 thousand tons and 60 thousand tons, respectively.

The fertilizer nutrients put into farmlands through chemical fertilizers and

livestock manure reach a total of 690 thousand tons including 460 thousand

tons of nitrogen and 230 thousand tons of phosphorus. Meanwhile, the total

amount of fertilizer nutrients required by crops reaches 510 thousand tons with

230 thousand tons of nitrogen and 110 thousand tons of phosphorus.

Accordingly, the excess amount of fertilizers compared to the nutrients

required for crops totals 340 thousand tons, comprised of 230 thousand tons of

Nutrients Balance Status in Cultivated Land (2005)Figure 3-32
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nitrogen and 110 thousand tons of phosphorus. As a result, the problem of

environmental loading in the agriculture ecosystem arises from 1) livestock

manure discharged to rivers without proper treatment and 2) approximately

350 thousand tons of fertilizer components of excess nutrients put into

farmlands, which act as the source of environmental pollution on rivers,

reservoirs and groundwater (refer to Figure 3-32). According to OECD’s

agricultural environmental indicators (based on 2002~2004 average), nitrogen

balance indicator per ha of farmland in Korea is the highest among the OECD

member countries at 240kg.

4.1.2. Current Status of Environment-Friendly Agriculture

Environment-friendly agriculture in Korea was practiced mainly by

private organizations until the early 1990s. Since the late 1990s, however, the

number of farm households certified with environment-friendly agricultural

products increased significantly with the full-fledged implementation of

government policies promoting environment-friendly agriculture in the mid-

1990s. The cultivation area where environmentally friendly farming is

practiced increased sharply by 79.6% annually from only 2,039 ha in 2000 to

122,882 ha in 2007, comprising 6.8% of total area of farmland. In terms of

types of certified environment-friendly agricultural products, 14.5% was

organic products, 43% no-pesticide products (or chemical-free products) and

42.5% low-pesticide products in 2000. In 2007, however, the proportion of

organic growing farmland area decreased relative to the significant increase in

the farmland using low amounts of agrichemicals; the farmland where organic

products are grown accounted for 6.0% while the farmland for no-pesticide

products and that of low-pesticide products accounted for 24.9% and 69.1%,

respectively (refer to Figure 3-33).

In terms of area of farmland certified as environment-friendly by

provinces, the proportion of farmland practicing environment-friendly

agriculture was the highest in Jeollanam-do at 65,819 ha, which accounted for

53.4% of the total area of certified farmland nationwide, followed by
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Gyeongsangbuk-do comprising 12.8% at 15,682 ha, Jeollabuk-do comprising

6.5% at 7,974 ha and Gyeongsangnam-do comprising 6.0% at 7,323 ha (refer

to Figure 3). The area of farmland practicing environment-friendly agriculture

varies greatly according to the level of implementation of environment-

friendly agricultural policies by each province.

Growth Trend of Environment-Friendly FarmlandFigure 3-33

Area of Farmland Practicing Environment-Friendly Agriculture by Regions (2007)Figure 3-34
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Environment-friendly agricultural products are mainly sold through

direct transactions and specialized distributors as opposed to the auctioning of

conventional agricultural products due to flexible production, limited supply

and demand, and price differentiation with conventional agricultural products.

In line with the recent increase in consumer demand for safe agricultural

products, the distribution channels of environment-friendly agricultural

products have diversified, and they can be generally classified into three

categories: direct transaction with consumers, distribution through producers’

organizations (National Agricultural Cooperative Federation, environment-

friendly agriculture organizations) and consumers’ cooperatives (Hansalim,

Saenghyup), and supply to specialized distributors and department stores. 

In the early development stages of environment-friendly agriculture,

direct transaction among producers and consumer organizations accounted for

a substantial portion of their distribution. Recently, however, the specialized

distributors of environment-friendly agricultural products and large-scaled

discount stores have increased their share of the distribution.

The total number of National Agricultural Cooperative Federation stores,

large-scaled discount stores and department stores selling environment-

friendly agricultural products reached 1,556 stores as of the end of 2006 with a

further significant increase in specialized stores recently. The market volume

of environment-friendly agricultural products distributed in 2007 is estimated

Market Volume of Environment-Friendly Agricultural Products (2007)

unit: billion won, %

Source: Chang-Gil Kim et al., “Consumer Attitudes and Marketing Strategies for

Environmental-Friendly Products in Korea” in Agricultural Outlook 2008,

Korea Rural Economic Institute. 2008. p.185.

Table 3-27

Grains
Vegetables Fruits Potatoes Specialty

Crops Total
Rice

Size 585.3 466.0 614.3 400.6 39.7 259.1 1,898.9

Proportion 30.8 24.5 32.4 21.1 2.1 13.6 100.0
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to be valued at 1,898.9 billion won in total, comprised of 585.3 billion won of

grains, 614.3 billion won of vegetables, 400.6 billion won of fruits, 39.7 billion

won of potatoes and 259.1 billion won of specialty crops. Such a market size

of environment-friendly agricultural products is estimated to constitute

approximately 5~6 % of the total market volume of agricultural products (refer

to Table 3-27).

4.2. Major Policy Programs for Promoting Environment-
Friendly Agriculture

4.2.1. The Five Year Plan for Environment-Friendly Agriculture

Promotion 

The government has established and implemented policy objectives and a

basic plan for the development of environment-friendly agriculture every 5

years according to the Environmental-friendly Agriculture Promotion Act. The

first Five Year Plan for Environmental-friendly Agriculture Promotion was

established and implemented for 2001~2005. Subsequently, the second 5-year

plan established for 2006~2010 has implemented various programs in each

area of production, distribution, consumption and institutions related to

environment-friendly agriculture. The policy objective of the second 5-year

plan aims to 1) reduce the use of agrichemicals and chemical fertilizers by

30% from the 5-year average of the period 1999~2003 by its target year of

2010 and 2) expand the production of environment-friendly agricultural

products to 10% of total agricultural products.

The basic direction of the second 5-year promotion plan is presented in

five objectives: 1) expand recycling-oriented agriculture through the harmony

between agriculture and the environment, 2) improve the quality of life of

citizens through the supply of safe high-quality agricultural products, 3)

enhance the competitiveness of domestic agricultural products through

environment-friendly agriculture, 4) increase the income of farm households

practicing environment-friendly agriculture and maintain its profitability, and
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5) contribute to the preservation of the national land environment through

environment-friendly management of agricultural environment resources.

4.2.2. Establishment of Environment-Friendly Agricultural Districts 

The environment-friendly agricultural zone promotion project is a

support program that provides facilities and equipment necessary for

farmhouses at the village level (over 10 farm households in an area of more

than over 10 ha) to practice environment-friendly agriculture, centering around

areas where environment-friendly agriculture can be practiced within or

nearby water source protection zones. Depending on the size and conditions of

the project, a project budget can amount to between 0.2~1 billion won per site.

The project was introduced in 1995, and 679 zones had been constructed by

2004 with the financial support reaching 210.3 billion won. In 2005,

approximately 16.8 billion won was provided to 63 zones.

In order to expand environment-friendly agriculture, a project for

developing large-scale environment-friendly agricultural districts for both

livestock and crop growing was implemented in 2006 primarily in

environmentally sensitive areas. The

program provides financial support for

building facilities for the production of

environment-friendly agricultural mate

rials and equipment and facilities for the

production and distribution of environ

ment-friendly crop and livestock products.

It also provides the support for the

building of crop-and-livestock recycling

centers as well as the infrastructure for

education and tourism. The areas that are

subject to the program are the farmland

with a size of around 1,000 ha, and the

project budget per district is set at 10Farm Experience
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billion won for a total of 50 zones planned to be established from 2006 to

2013. The program is being implemented in a total of nine selected zones

including three in 2006 and six in 2007. 

4.2.3. Direct Payment System for Supporting Environment-

Friendly Agriculture 

The government has introduced and implemented the direct payment

system for environment-friendly agriculture since 1999 to actively promote the

preservation of agriculture and rural environment and to raise the quality of

environment-friendly agricultural products by compensating the farm

households practicing environment-friendly agriculture for their initial reduction

in income and difference in production costs. The direct payments are paid out

over 3 years (3 times) to farmers or farmer groups that have received the

environment-friendly agricultural product certification according to the

Environmental-Friendly Agriculture Promotion Act. The payments are also paid

out in different amounts according to the level of certification and the type of

farmland (paddy field or upland). The direct payments per ha in the case of

upland fields in 2007 were 794,000 won for organic products, 674,000 won for

no-pesticide products and 524,000 won for low-pesticide products. In the case of

paddy fields, the unit payment per ha in addition to the rice income direct

payment was 392,000 won for organic products, 307,000 won for no-pesticide

products and 217,000 won for low-pesticide products. The total area of farmland

subject to the direct payments for environment-friendly agriculture in 2007

stands at 53,682 ha with a budget reaching approximately 20.8 billion won.

4.2.4. Pest Control Program Using Natural Enemies

The natural enemy-based pest control program is being implemented

since 2005 with the policy objective of establishing a production system for

producing safe and environment-friendly agricultural products. It aims to

reduce the use of agrichemicals by converting to a biological pest control
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system using natural enemies. In order to convert 50,000 ha (or a half) of the

cultivation area under greenhouse horticulture into a natural-enemy pest

control zone by 2013, the program supports trial natural-enemy pest control

projects and education for fostering related government employees and

consultants. The program was expanded in 2007 to cover the 7 crops of

strawberry, tomato, red pepper, bell pepper, cucumber, melon and grape with

an area coverage of 1,107 ha and a budget reaching 3.75 billion won.

4.2.5. Promotion Program for the Distribution and Consumption of

Environment-Friendly Products 

In order to promote the distribution and consumption of environment-

friendly agri cultural products, the govern ment has provided education to

producer and consumer organizations, expanded the installation of

environment-friendly agricultural product specialty stores and increased

financial support for the direct transaction of environment-friendly agricultural

products. In addition, it is also reviewing measures to expand the trading of

environment-friendly agricultural products at wholesale markets and to build

an exclusive distribution center for environment-friendly products. Other

initiatives include the development of processed environment-friendly

agricultural foods and the identification of new sources of large demand, such

as school and hospital meal services, for environment-friendly agricultural

products.

In order to foster environment-friendly agriculture and protect

consumers, the environment-friendly agricultural product certification

program certifies the safety and quality of environment-friendly agricultural

products through comprehensive reviews according to the strict standards of

specialized certification agencies. In the case of agricultural products,

certification criteria are based on farm management, cultivation and

packaging, water in use, seeds, cultivation methods and quality management.

As for livestock products, the criteria are set on livestock farms and conditions,

self-support forage base, livestock origin and introduction, feed and nutrition
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management, animal welfare, and

disease and quality control.

Certification is conducted at three

levels ─ organic, no-pesticide and

low-pesticide ─ for agricultural

products and at two levels ─

organic and antibiotic-free ─ for

livestock products. Certification of

environment-friendly agricultural

products is conducted at the

National Agricultural Products

Quality Management Service at

the public level and also at private

certification organizations. Cur-

rently (as of December 2007), there are 38 designated private certification

bodies under operation.

4.2.6. Program for Soil Improvement 

Maintaining and improving the soil resources of farmland are required

for sustaining agricultural production. Soil acidification in Korea has become

worse as crops are grown with high dependency on chemical fertilizers to add

to the already acidic characteristic of the underlying host rock of Korean soil.

The soil improvement program aims at establishing the foundations for

practicing environment-friendly agriculture by 1) improving acidic soil, 2)

improving soil by injecting soil conditioners (lime and silicate acid) into

farmlands with low silicate content levels, and 3) maintaining and preserving

soil fertility. The program has been implemented since the 1960s based on

Article 20 (improvement and preservation of soil) of the Farmland Act and

Article 24 (implementation of programs for the improvement and preservation

of soil) of its enforcement decree. The legislation stresses the importance of

environment-friendly agriculture to provide full 100% subsidies for soil

Quality Certification Labels
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conditioner support programs. The laws also require the spraying of soil

conditioners to be conducted collectively under the auspices of regional

agricultural cooperatives. Approximately 40 billion won was provided as

supports for the program in 2007 to supply 294,000 tons of silicate acids and

253,000 tons of lime.

4.2.7. Support Program for Livestock Waste Treatment Facilities 

The livestock waste treatment facilities support program aims to foster an

environment-friendly livestock industry by preventing water pollution and

preserving living environments through the recycling of livestock wastes into

composts and liquefied manure. The regions subject to the program include

specified areas in the valleys of the four major rivers (Han River, Nakdong

River, Yeongsan River and Geumgang River), Saemangeum area, livestock

industry competitiveness enhancement program support zones, livestock zone

development and livestock industry integration program regions, livestock

waste treatment regions deemed necessary for livestock waste treatment and

water quality improvement by local governments, and leper settlement

regions. 

In the case of unitary facilities, the farms subject to the program under the

Act on the Treatment of Sewage, Excrements and Livestock Waste Water

include 1) livestock farms requiring waste treatment facilities, 2) farms with

old livestock waste treatment

facilities installed prior to the

end of the year 2000 or requir-

ing facilities upgrades, and 3)

livestock farms located in

specified regions along the

valleys of 4 major rivers and

the Saemangeum region. With

regard to collective facilities,

the farms subject to the pro-Solid Waste Composting
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gram include livestock complexes, livestock businesses (cattle, pig and

chicken), farmers’ associations, agricultural corporations, regional livestock

cooperatives established under the National Agricultural Cooperative

Federation Act, specialized treatment companies with business permits for the

collection and transportation of livestock waste water under the Article 35 of

the Act on the Treatment of Sewage, Excrements and Livestock Waste Water

(including regional agricultural and livestock cooperatives, farmers’

associations and agricultural corporations), collective farms with old livestock

waste treatment facilities installed prior to the end of the year 2000 or

requiring facilities upgrades, and regional agricultural and livestock

cooperatives designated as manure compost distribution centers.

The livestock waste treatment facilities support program was started in

1991 and has provided 964.5,000 billion won (in 76,233 sites) of financial

support up until 2003 as a livestock waste treatment facility installation fund to

farm households subject to the regulation under the Act on the Treatment of

Sewage, Excrements and Livestock Waste. A support fund of 39.5 billion won

was provided to 1,904 sites in 2004, and 34.1 billion won was provided to

1,500 sites for 2004 and 2005.

4.2.8. Pilot Program for the Installation of Environment-Friendly Barns

The pilot program for the installation of environment-friendly barns was

introduced in line with the need to establish the foundations for livestock

farming in harmony with the environment by improving the environment for

livestock farming. The purpose of this program lies in supplying environment-

friendly model barns in balance with the environment and establishing a

pleasant livestock environment through financial support. The criteria for the

environment-friendly model barns set detailed standards on livestock house

facilities, environment, location, and operation system.

The beneficiaries eligible for the program are livestock farms or

agricultural corporations that wish to relocate their livestock facilities to

environment-friendly facilities harmonized with the surrounding
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environment. The program targets pig and chicken breeding farms, and

specialized swine and dairy farms. The size of the support per site for

livestock houses was 1.5 billion won for pig breeding farms (based on 300

head), 0.7 billion won for swine farms (based on 200 head), 1.0 billion won

for chicken breeding farms (based on 30,000 head), and 0.4 billion won for

dairy farms (based 30 head of milking cows). In all cases, the unit support for

infrastructure facilities was 131.8 million won. The condition for the pilot

program’s support in the case of livestock houses is 100% loans (annual

interest rate of 3%, repayment in 10 years with a 5-year grace period) from

government funds. As for infrastructure facilities, financial support is

provided on the conditions of 50% government loans, 30% local government

expenses and 20% user charge. In 2006, a total of 1.9 billion won was

provided to 6 sites, while 11 sites received a total of 3.8 billion won.

4.3. Project Performance of Environment-Friendly Agriculture 

Owing to the environment-friendly agriculture promotion policies pursued

since the mid-1990s, visible outcomes have been achieved. As of the end of

2006, farm households practicing environment-friendly agriculture accounted

for 6.3% of all farm households. In addition, the cultivation area of environment-

friendly agricultural products comprised 4.1% of total farmland area, while the

quantity of certified environment-friendly agricultural products constituted 4.7%

of total production of agricultural products. In the case of regions in which the

ecosystem has deteriorated due to intensive high-input agriculture, environment-

friendly agricultural practices have significantly contributed to the environmental

conservation including the restoration of the ecosystem (refer to the box).

In assessing the overall performance of the environment-friendly

agricultural policies pursued to date, significant outcomes have been achieved,

including the verification of the practicability of environment-friendly

agriculture and the expansion of farm households practicing it. However, the

viable result for improving the environmental quality of the agro-ecosystem

has been inadequate. Accordingly, policy initiatives to adjust the size and
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farming methods of agricultural production are needed to preserve a sound

ecosystem and materials balance according to regions and water systems. In

particular, bold investments and support are required to promote environment-

friendly agriculture in the agricultural sector.

Restoration of Ecosystem through Environment-Friendly Agriculture  

Jeollanam-do is the fastest growing region in Korea with the highest

proportion of farmland area practicing environment-friendly agriculture.

In the province, the farmland area

growing certified environment-

frien dly agricultural products has

expanded rapidly. Accordingly,

various prey for birds such as

microorganisms, pond snails and

loaches have increased in the

paddy fields. In addition, the once

vanished migratory birds such as wild ducks and egrets have returned to

the region with its number expanding every year. It can be said that the

power of the land is coming back to life with the rapid expansion of

environment-friendly agriculture in the region. In a survey by Jeonnam

Agricultural Research & Extension Service on the chemical properties of

soil in 280 selected paddy fields in the Jeollanam-do region, soil fertility

has increased compared to 4 years ago, while no traces of heavy metal

contamination were found. Such an outcome can be attributed to the

continued implementation of environment-friendly agricultural policies

that actively recommended the cultivation of green manure crops such as

milk vetches and hairy vetches over a long period. 

(Farmer Newspaper, November 26, 2007)

Image of common herons looking for food in
the paddy fields of the Damyang region
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From a production perspective, the environment-friendly agriculture to date

has focused on expanding the development of environment-friendly agriculture

zones and certified environment-friendly agricultural products. On the other

hand, however, it has relatively neglected the problems related with the

environmental loading of agricultural production activities. In particular, less

attention has been given to water pollution despite its severity including the

subterranean water pollution from the outflow of excess nitrogen components

and eutrophication from the outflow of phosphorus components in the

agricultural sector. In addition, environmental problems in the livestock sector

have emerged as social issues as adequate livestock waste treatment and

environment-friendly livestock production systems were not established in line

with the expansion in both size and specialization of the livestock industry.

Furthermore, difficulties still remain in evaluating the performance and

establishing the goals and directions of environment-friendly agriculture as the

systems for monitoring the benefit conditions of farms have not been adequately

established in the environment-friendly agricultural policy programs.

As the oldest program implemented among the environment-friendly

agricultural policies, the soil conditioner support program has contributed to

the management of soil in Korea. However, the program needs to be improved

to facilitate its systematic connection with education and PR programs so that

farmers can recognize the problems related with soil pollution. In the case of

the environment-friendly farm development program, it has significantly

contributed to the development of environment-friendly agriculture at the

district level. In particular, the program has greatly contributed to the

environment conservation in the agricultural sector by allowing the practice of

environment-friendly agriculture at a larger regional level as opposed to the

individual farm level. As a key mutual compliance policy program for

promoting environment-friendly agriculture, the direct payment system for

environment-friendly agriculture is assessed to be a prominent policy means to

expand the number of farm households practicing environment-friendly

agriculture. According to a survey on the direct payment system conducted on
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farms practicing environment-friendly agriculture, however, an upward

revision in the unit support payment needs to be undertaken. It is evaluated

that the livestock waste treatment facility support program has substantially

contributed to the change in the understanding of animal farm households on

the practicability of environment-friendly livestock farming through livestock

manure recycling (composting or liquid-composting). It has further

contributed to the promotion of environment-friendly agriculture by reducing

the use of chemical fertilizers and agrichemicals through the supply of organic

fertilizers from livestock waste recycling. However, despite the input of a

significant amount of policy funds for livestock waste treatment, visible

achievements have been insufficient due to deficient linkages with crop

growing farms to alleviate the supply and demand imbalance of livestock

manure composts and liquid manure composts within a region.

4.4. Major Implementation Plans for the Development of
Environment-Friendly Agriculture 

4.4.1. Infrastructure Building for Environment-Friendly Agriculture

In order to implement effective action plans for the development of

environment-friendly agriculture, a roadmap for expanding recycling-based

agriculture (crop production sector) and environment-friendly livestock

farming (livestock sector) at the regional level must be devised in stages. First,

the infrastructure for environment-friendly agriculture needs to be established

through the development of technologies and human resources, establishment

of monitoring systems, distribution promotion support, and division of roles

among related parties. With regard to technology development, best

management practices need to be established and disseminated according to

the environmental conditions at the regional level so that environment-friendly

resource management can be applied. In the case of human resource

development, young and talented farmers must be secured in each region to

foster environment-friendly farms. By inducing environment-friendly farms to
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participate in environment-friendly training programs both at home and

abroad, the human resources must be utilized as leaders practicing

environment-friendly agriculture. In addition, databases for an agricultural

environment monitoring system and an agricultural environment index must

be built to continuously identify and analyze the effects of agricultural

production activities on environmental loading. In particular, establishing a

monitoring system to measure the changes in the agricultural environment

including water, soil and the ecosystem at the regional level is a necessary

element for the development of a sound environment-friendly agriculture. In

this respect, a gradual mid-to-long-term program must be devised in creating

an agricultural environment map using GIS at the regional level and in

establishing an agricultural environment load system.

4.4.2. Practice for Environment-Friendly Resource Management

In order to expand the application of a sustainable agricultural system in

Korea, a paradigm shift from the maximum production in terms of farming

method to the optimum production considering environmental characteristics

is needed to factor in the social costs incurred from environmental pollution as

opposed to the maximization of short-term income. In particular, the

establishment of a Korean-style precision agriculture by promoting the

Integrated Nutrient Management (INM) and Integrated Pest Management

(IPM) through the consideration of regional and crop characteristics and the

full utilization of IT, BT and ET is a crucial task ahead. Accordingly, a crop

production management system conforming to the characteristics of the soil

and crop growth in different regions must also be established. Furthermore,

development of experts is also needed to develop and expand technologies for

promoting IPM and INM projects at the working sites.

4.4.3. Establishment of Regionally-Based Resource Cycling

Agricultural System

In order to establish a resource cycling agricultural system at the regional
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level, the by-products generated in the process of crop and livestock

production must be recycled to the maximum extent while soil, nutrients, pests

and irrigation are comprehensively managed according to regional

characteristics. The demonstration zones for a regionally-based resource

cycling agricultural system should also be initially fostered and subsequently

expanded to local regions so that crop production can be systematically linked

with the livestock sector according to location conditions. In order to reduce

the input of chemical fertilizers and agrichemicals and its outflows outside the

agro-ecosystem, precise analysis of the amount of chemical ingredients

currently being used should be performed along with the development of

cultivation technologies for reducing the use of chemical inputs. In particular, a

system that allows the comprehensive use of recycled organic resources

including food and livestock wastes as reusable resources needs to be

incorporated to establish a regional recycling system.

4.4.4. Marketing Activation for Smooth System Operation

In terms of production, environment-friendly products must be

sufficiently differentiated in the market so that a recycling-based agricultural

system can function properly. In addition, production and consumption linked

programs, i.e. green marketing systems that can be trusted by consumers in the

market, need to be developed to maintain 1) the environmental performance

evaluation of regions with a recycling-based agricultural system and 2) the

profitability of environment-friendly agricultural products. As all activities

affecting customers, society and the environment are considered in green

marketing, mutual exchange programs that allow consumers to experience and

verify environment-friendly products through on the site visits play a crucial

role. In particular, the government’s role related to market-making functions

should be focused on measures that support green tourism so as to realize the

commercial value of the quality of agricultural products additionally derived

from environmental performance improvements.
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4.4.5. Policy Mix of Economic Incentives and Regulations

The economic incentive measures that affect environment-friendly

activities include subsidies, environmental taxes and mutual compliance

systems. The mutual compliance system, which combines subsidies with

regulatory rules, is utilized as a powerful economic incentive program. The

programs subject to menu-type direct payment systems that are linked to

environment-friendly agricultural resource management include support for 1)

farm households cultivating cover crops (milk vetch, rye, etc.) in the

wintertime, 2) farm households cultivating water purification crops (lotus,

parsley, etc) in farmlands located near the influents of reservoirs and lakes, and

3) farm households that have reduced their livestock business size based on

material balance at the regional level. The incentives that provide further

benefits in addition to existing support measures according to the level of

achievement in material balance based on recycling in connection with

environment-friendly agricultural zone development programs at the regional

level are also needed. In addition, environment-friendly mutual compliance

programs must also be expanded to allow for the change in the size and

techniques of agricultural production within the limits of permitted levels of

environmental loading by water systems and regions. Furthermore, the

introduction of stocking density regulations and a livestock breeding rights

trading system in the livestock sector should also be reviewed in the mid-to-

long term to maintain the environmental capacities at the regional level.

4.4.6. Construction of Role Assignment and Cooperation Systems

In order to effectively establish a sustainable agricultural system, a proper

role sharing system among farmers, policy makers, consumers, researchers

and related organization personnel should be constructed. .

As a main constituent of the life industry, farmers should play a crucial

role as members of a green enterprise with a sense of duty as both suppliers of

food and environment managers of rural communities. Consumers should play
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both the role of recognizing the tasks of farmers in practicing environmental

conservation at the regional level and the role of monitoring regional

environments and the practice of environment-friendly agriculture.

Researchers must reinforce their efforts to link policies with on-the-field

researches and research results to expand sustainable agricultural development

that incorporates the latest science technologies by applying newest

technologies such as IT, BT, ET and NT to agricultural production sites. 

The central government on its part must provide support for promoting

sustainable agriculture including formulation and implementation of mid- to

long-term plans, revision of related programs, development of new

environment-friendly and clean technologies, and budgets. Local governments

must be in charge of formulating and implementing sustainable agriculture

development plans at the regional level, in addition to providing farmer

education and marketing for diffusing new environment-friendly technologies

that have been developed. Producer organizations such as the National

Agriculture Cooperative Federation must play the role of distributing

environment-friendly agricultural products, educating farmers, and monitoring

government policy implementations.

In order to expand the adoption of a recycling-based agricultural system

at the regional level, the roles of related parties must be divided properly. In

addition, a close cooperation system among the parties must also be

established. In this respect, local citizens with knowledge and consciousness

on environmental conservation at the regional level must become a main

driving force. In particular, regionally-based “Resource Cycling Agriculture

Promotion Committee” (a tentative name) should be organized with the

participation of consumers, policymakers and experts to develop and

implement programs agreed on by local citizens through thorough discussions

and opinion gathering.

4.5. Outlook and Issues

The environment-friendly agriculture in Korea plays an important role
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from a policy perspective in improving the environmental quality and

reflecting the social needs for safe agricultural products. Reflecting such

changes in the conditions in this era, the government has implemented

environment-friendly promotion policies since the mid-1990s. Owing to such

policies, the proportion of environment-friendly agriculture is expected to

continue to increase from 6% of overall agriculture in 2007 to approximately

10% in 2010 and over 20% by 2020. Significant achievements have been

made in expanding the number of farm households practicing environment-

friendly agriculture and in increasing the production of environment-friendly

agricultural products through the environment-friendly agricultural zone

development program and the environment-friendly agricultural direct

payment system. 

However, an evaluation of the environment-friendly policies implemented

over the years shows that the visible outcome of improving the environmental

quality of the agro-ecosystem has been insufficient. As such, key challenges for

the sound development of environment-friendly agriculture include 1) continued

implementation of various policy programs set forth in the environment-friendly

agriculture promotion 5-year plan for 2006~2010  and 2) establishment of

environment-friendly agricultural infrastructures such as agricultural

environment monitoring systems and environment-friendly agricultural maps. In

addition, Korean-type precision agriculture must also be developed from a

technical perspective, while establishing regional recycling-based agricultural

systems, to expand environment-friendly resource management systems in the

agricultural sector. Furthermore, in order to facilitate system operations, an

adequate combination of policies must be employed, including economic

incentives to expand the support for farm households practicing environment-

friendly agriculture and regulatory means to manage excessive nutrients. Proper

allotment of roles among related parties including policymakers and farms must

also be conducted. If such challenges are pursued in a proper manner,

environment-friendly agriculture will play a pivotal role in the development of

Korean agriculture as an engine of future growth.
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Section 5. Forest Industry

5.1. Forest Resources

5.1.1. Forest Environment

The Korean Peninsula is located in the Far East. Most of its northern

borders are shared with China, with the rest bordered with Russia. On the

southern part, the Korean Strait parts the peninsula with the islands of Japan.

Most of the mountains in Korea are distributed in the mid-northern

region centering on the Taebaek Mountains stretching along the eastern coast.

Belonging to the temperate climate zone, the weather in Korea can be divided

into the summertime of seasonal winds during the rainy periods and

wintertime of very cold continental winds. The changes in seasons are distinct

with relatively short springs and falls compared to the long summers and

winters.

Annual average temperature ranges from 3~16 degrees centigrade with

annual rainfall between 600~1,600mm. Such weather conditions have allowed

for a numerous species of plants and various forest types to develop on the

Korean peninsula.

Around 66% of its geological layers were formed in the Cenozoic era

with granite and gneiss accounting for over 70% of all host rocks. Due to the

easily changing continental climate and heavy rains in the summer seasons, the

soil is easily susceptible to weathering and erosion. Most of the forest soil is

made up of acidic sandy loam.

Forest distribution in Korea can be divided into subtropical, temperate

and frigid forests.

The subtropical forest regions include the southern coast region below 35

degrees north latitude, Jeju-do and southern coastal islands with annual

average temperatures of 14 degrees centigrade and over. The major forest of

this region is the evergreen broad-leaved forest. Most of the natural forests in
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this region have been destroyed due to over-development and mountain fires.

Subsequently, it has changed to deciduous broad-leaved forest, mixed forest,

or Korean red pine forest. Key species of trees include Quercus acuta,

Castanopsis cuspidata and camellia tree.

The temperate forest region is located between 35~43 degrees north

latitude excluding the high mountain areas. Annual average temperature is

between 6~10 degrees centigrade. Key forests of the region were the

deciduous broad-leaved forests, but have been mostly destroyed, having

changed to Korean red pine forests. Major species of trees include oaks, white

birches, zelkova trees, ash trees, Korean red pines, Korean white pines and

Japanese black pines.

Frigid forest regions include the northern end of the Korean peninsula

and the high regions with the temperature below 5 degrees centigrade. Key

forests were boreal coniferous forests, but have changed to general deciduous

broad-leaved forests due to excessive development and mountain fires.

Subsequently, parts of the forests either have gradually changed to mixed

Forest DistributionFigure 3-35
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forests or are changing back to pure larch forests. Major species of trees

include fir trees, Korean spruce, oaks, wild-walnut trees and white birches.

The forest area of Korea as of the end of 2006 was 6,389 thousand ha,

constituting 64% of the national land area. However, it has been reduced from

approximately 57 thousand ha in 1995 due to development and natural disasters

including damages from pests and mountain fires. Forest growing stock is 82.3㎥

per ha, which is lower than the world average stock of 110㎥/ha.

In terms of distribution by forest type, coniferous forests are spread

extensively and account for 42% of total forest land, followed by 26% broad-

leaved forests and 29% mixed forests. Major species of trees include Korean

Distribution by Forest TypesFigure 3-36

Distribution Area by Age ClassFigure 3-37
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white pines, Korean red pines, larches and oaks with 55% of coniferous forests

comprised of Korean red pines. However, the percentage of Korean red pines

is on the decline due to the recent nationwide rampage of pests including pine

wood nematodes.

With regard to the age-class of forests in Korea, trees aged 30 years and

below account for 62% of total forest trees, requiring further cultivation.

However, the percentage of forest trees aged 20 years and below continues to

decrease, meaning that they are gradually entering into their final ages.

5.1.2. Ownership and Use of Forests

Forests can be divided into national forests, public-owned forests and

private-owned forests according to ownership. In terms of usage, forests are

classified into preservation forest land and semi-preservation forest land.

Preservation forest land can further be split into production forest land and

public forest land. Forest land area by ownership over the last 10 years has

changed with private-owned forests showing distinct declining trends every

year, while national forests have steadily increased and public-owned forest

remained virtually unchanged.

Twenty three percent of the total forest land area is national forest. Most

of the national forests are managed by the 5 regional forest administrations

Forest Ownership (unit: thousand ha)Figure 3-38
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under the Korea Forest Service. For the purposes of national land preservation,

forest management, academic research and forestry technology development,

most of the national forests are managed as vital national forests. Forest

growing stock per ha of national forests is 103㎥, which is significantly higher

than 71㎥ for private-owned forests.

Public-owned forests are possessed by local governments and public

organizations, which account for 8% each of total forest land area and total

forest growing stock. Forest growing stock per ha was low compared to

national forests at 82㎥.

Private-owned forests constitute 70% of total forest land area, which are

held by various entities such as individuals, citizen organizations, families and

cooperative bodies. The number of private forest owners reaches approximately

19.91 million. However, 96% of the owners own forests of 10 ha or below.

5.1.3. Forest Use

In terms of functions,

forests provide the economic

function of producing forest

products and the public func-

tions including national land

preservation, water source

buildup, wild life protection,

oxygen supply and air purifica-

tion functions. As an economic

function, the total production

of forest products in 2006 was

3,156.8 billion won, compri-

sing 0.4% of gross domestic

product. Net gross growing stock production accounted for 30% of total

production at 935.8 billion won, while materials for landscape comprised 26%

at 834.3 billion won.

Forest Use Public Value

Total 58, 881.3 (100)

Air Purification 13,243.8 (23)

Water Source Buildup 14,097.8 (24)

Sediment Outflow
Prevention 10,977.4 (18)

Forest Recreation 11,032.9 (19)

Clean Forest Water & Others 9,529.4 (16)

Public Value of Forests

unit: billion won, %

Table 3-28
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The public value of forests is estimated to be 59 trillion won, amounting to

8% of the gross national product. As future forests become dense, the water

source buildup and national land preservation functions will be expanded, while

the forest recreation population is also expected to increase with the improvement

of economic life. As a result, the value of public functions of forests is expected to

continue expand in the future.

5.2. Development of Forest Policies

The Forest Act requires the Korean government to establish a forest

master plan at the nationwide level every 10 years to develop and manage

forest resources. Local governments on their part must also devise regional

forest plans in line with the actual conditions of the particular region according

to the basic plan. Currently, the fifth forest master plan is being implemented.

Starting with the tree planting policy in the 1960s and shifting to a

cultivating policy in the 1980s, the government was able to completely restore

wastelands through the forestation of over 10 billion stocks during the

afforestation period (1970s~1980s). During the forest land resource development

period (1980s~1990s), the government focused its policies on developing

economic forests through the improvement of tree species. As a result, growing

stock increased by 8 times in just 40 years from only 10㎥/ha in 1967. Coming

into the 2000s, the public value of forests, which provides clean air and water in

addition to stock growth, continued to increase. Accordingly, government policy

shifted towards a policy of enjoying and using, along with pursuing sustainable

forest management. As a result, today’s policy aims at optimal provision of

various functions covering economic, social, environmental and cultural

functions. In addition, in order to respond to the rapidly changing conditions and

environment both at home and overseas, the fifth forest master plan was

established and has set sustainable forest resource management as its policy

paradigm to guide Korea’s forest policy into the future.
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5.3. Major Forest Industries

5.3.1. Reforestation and Forest Tending

Reforestation plans are formulated by conducting an on-site survey of the

terrain and soil conditions of the reforestation area. A wide variety of tree

species are selected from the 21 economic tree types based on the optimum

tree principle according to the valley, mountain base and mountain sides.

Saplings for reforestation are produced according to the long-term

reforestation plan. However, they are also produced and supplied by taking

into account the optimum reforestation based on the survey of forest soil and

forestation plan desired by mountain owners.

On the 47th Arbor Day in 1992, the National Afforestation Commemo-

ration Tower was erected at the Korea National Arboretum to celebrate the

20th anniversary of the commencement of the afforestation program in 1973.

It provided the opportunity to convert the government’s reforestation policy

towards resource development through the replacement of bad and diseased

trees with economic tree species.

Stock growing is enhancing the outcome of reforestations and also

facilitating the production of superior timber through systematic post-

management of grass mowing, fertilizing, vine cutting, stock growing, natural

forest cultivation and thinning for trees planted in connection to reforestations.

With regard to natural forest tending, the growth conditions of forest

land and forest wood are taken into account and natural forests that can be

converted into superior forest stands are cultivated as timber forests by

adjusting the growing space among upper forest trees. Thinning is conducted

over several times prior to yielding timber removed from final cutting. The

adequate timing of thinning varies according to the condition of tree.

5.3.2. Erosion Control

Since the first erosion control project was implemented around Seoul in

1970 to restore wasted forests, Korea’s successful erosion control has received
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world fame. As the reforestation program was successfully implemented, the

area of forest erosion control decreased continuously to only 48 ha in 2001 due

to the decline in large wastelands. However, the area of forest erosion control

reached 132 ha in 2005 due to the collapse in the large area of mountain land

owing to frequent flood and storm damages, mountain fire damages and

mountain area development. In addition, the size of forest erosion control

increased with the substantial erosion in valleys due to avalanche damages

from landslides and runoffs. The area of preventive erosion control has also

increased to prepare for the rise in mountain area disasters. Furthermore,

erosion control dam dredging, which was previously avoided, increased from

29 sites in 2002 to 502 sites in 2003, to 350 sites in 2004 and 262 sites in 2005

subsequent to the large damages from typhoons in 2002 and 2003. Currently, a

significant amount of dredging is being done.

5.3.3. Forest Management

In order to stimulate the management of private-owned forests, technical

guidance and education need to be continuously provided to forest owners.

However, most of the forest owners avoid investing in their property as either

a significant number are small forest owners or the economic feasibility of

forest investments is low.

Accordingly, the government began training forestry technology

guidance counselors beginning 1978, allocating such personnel to forest

cooperatives to provide information on forestry technology and business

management. The government also provided convenience to forest owners

through proxy management of forest business.

The government also selects exemplary owners possessing forests of

over a certain size and young and middle-aged settlers in rural communities

with the will and capacities to work in the forest industry as forest successors.

It also provides supports so as to allow for the successors to play a leading role

in the management of private forests within a region.

Forest roads represent forestry infrastructure used for forestation, forest
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tending, mountain fire fighting,

pest control and transportation

of various forest products. They

are utilized in a variety of ways

to contribute to the regional

development of rural and

mountain communities through

the improvement of regional

traffic and development of

tourism resources.

Forest road facilities were put into place beginning 1968 for national

forests and since 1984 for private forests. As of 2005, the total extension of

forest roads reached 15,825km with 4,027km paved in national forests and

11,798km paved in private forests. However, the length of such roads is

greatly below advanced countries at 2.5m per ha compared to 44.9m in

Germany and 5.4m in Japan.

5.3.4. Forest Protection

Mountain fires are dread-ful disasters that instantly destroy forests which

have been tended for over many years. Occurrences of moun-tain fires

subsequent to 1990 reached 424 cases annually, destroying an average of

2,906 ha of forest. Mountain fires occur mostly in the driest and windy seasons

of spring and fall. As such, springs and falls have been set as mountain fire

precaution periods to conduct intensive mountain fire prevention activities.

However, potential factors for mountain fires have increased due to fair forest

floors, increase in flammable materials within forests, and surge in the

mountain climbing population. The mountain fire these days is becoming very

large once it occurs. Accordingly, administrative capacities have been focused

on securing monitoring facilities, expanding the number of helicopters,

strengthening the controls on mountain entering and mountain activities,

modernizing fire fighting equipment and establishing a forest road network in

Area Affected (ha)

Total 389,955 (100%)

Pine needle gall midge 195,759 (50%)

Pine moth 1,980 (1%)

Black pine bast scale 45,146 (12%)

Pinewood nematode 7,871 (2%)

Fall webworm & other pests 139,199 (36%)

Pest Outbreak (2006)Table 3-29
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order to establish an initial fire fighting system.

The major forest pests in Korea include fall webworms, pine needle gall

midges and pine moths. The area affected by such pests accounted for 79% of

total affected area in the early 1990s, but has decreased to 56% levels in 2005.

Coming into the 2000s, the forest area affected by black pine bast scales and

pine wood nematodes increased significantly with the area affected by pine

wood nematodes surging 366% in 2005 over 2000. Accordingly, pest

prevention and control activities including aerial pest control and preventive

injections have been conducted against pests and diseases significantly

affecting forests. In addition, preventive activities of removing affected trees

through such means as fumigation, smashing and incineration are being

carried out.

5.3.5. Forest Recreation

As part of the efforts to respond to the rising demand for forest recreation

in line with the high level of industrialization and urbanization, while

promoting multi-purpose management of forests in connection with rural

communities and income, a natural recreation forest development program

was selected and implemented as a key policy.

Currently, a total of 123 natural recreation forests have been developed

nationwide with an area reaching 134,723 ha. Among the natural recreation

forests, 37 are publicly-owned natural recreation forests in an area of 115,416

ha, which account for 30.1%

of total number of recreation

forests and 85.7% of total

recreation forest area. The

average area per forest reaches

3,119 ha.

Natural recreation forests

have been developed to allow

for visitors to rest peacefully

Number

Total 42

National arboretum 1

Public arboretum 22

Private arboretum 13

School arboretum 6

Number of Arboretums (2006)Table 3-30
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while seeing and enjoying forests. In this respect, only the basic required

recreation facilities preserving natural scenery to the maximum extent while

minimizing damages at the same time have been installed. The facilities

include hiking trails, benches, outdoor tables, camping areas, simple exercise

facilities, shelters, lawns and nature observatories.

In 1987, the Korea National Arboretum and the Forest Museum with

sizes of 500ha and 0.5ha, respectively, were established in Pocheon,

Gyeonggi-do to provide natural classrooms and resting spaces. The Korea

National Arboretum operates the world’s first plant garden for the blind, in

addition to providing natural learning classrooms and resting places for the

citizens every year.

With the objective of establishing one arboretum and a forest museum for

each province and region, a total of 22 arboretums and forest museums have been

established by the end of 2006, starting with Wanju in Jeollabuk-do, Wando in

Jeollanam-do, Jinyang in Gyeongsangnam-do and Yeondong in Jeju since 1988.

Twenty five additional arboretums and forest museums are planned to be opened

in the future. In the Gwangleung Forest Museum, a total of 180 thousand items

including various materials, plant samples and wood products are on display.

5.4. Forest Industry

5.4.1. Production and Consumption of Forest Products

As of 2005, the total production of forest products reached 3,047.1 billion

won, comprising 0.4% of gross domestic product. By item, net gross growing

stock production accounted for 29.5% of total production at 899.9 billion won,

while landscape materials, nut and fruit products, and mushrooms accounted

for 25.7%, 12.9% and 9.3%, respectively.

The total exports of forest products in 2005 were valued at US$162.0

million, falling continuously since 1990 due to the decline in its international

price competitiveness stemming from rising raw material costs and

technological advancements in competing countries. The exports of wood and

제3장5절  1904.6.26 9:45 PM  페이지214   9600/233三綱五倫 가상 프린터 2400DPI 200LPI  W



Agriculture Industry Trends by Item  215

wood products accounted for the highest portion, comprising 32% of total

exports of forest products at US$52.25 million, followed by US$38.12 million

for chestnuts, US$20.40 million for plywood and US$14.33 million for pine

mushrooms. The export items of forest products are very limited with the top 4

export items accounting for 77.2% of total exports. The major countries for

export include Japan, China, France, Taiwan and the US.

The total imports of forest products have increased every year to US$2,463.0 in

2005, comprised mainly of logs, plywood, sawnwood, fiberboards, particle boards

and single boards. The major countries for import include New Zealand, Malaysia,

Indonesia, the US and Russia.

Distribution of Production by ItemFigure 3-39

Import & Export of Forest ProductsFigure 3-40
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5.4.2. Supply and Demand of Wood

The wood processing industry in Korea has been developed from small-

sized sawmills into an industry producing high value-added products such as

plywood, boards, sawnwood, wood houses, and charcoal and wood vinegar.

The demand for wood products is expected to further expand due to the

environment-friendly characteristics of wood. The total log consumption in

2005 was 8.37 million ㎥ with 99.2% of the total consumption, or 8.31 million

㎥, was consumed for domestic demand and 60 thousand ㎥ for export. In line

with the recent increase in the use of domestic timber, the self-sufficiency ratio

Self-Sufficiency Ratio of LogsFigure 3-41

Log Imports by CountriesFigure 3-42
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of logs in 2005 increased by 10.8% from 2001 to 28.1% in 2005 owing to the

increase in the relative competitiveness of domestic timber as a result of the

rise in the price of log imports from shipping charge increases.

5.4.3. Wood Processing Industry

As of 2005, the plywood production capacity of a total of 4 companies

reached 722 thousand ㎥, and the actual production volume of plywood stood

at 513 thousand ㎥ while imports and exports recorded 1,242 million ㎥ and

15 thousand ㎥, respectively. There are also a total of 4 particle board

producers with a total production capacity of 898 thousand ㎥. In 2005, 847

Wood Demand (2006)Figure 3-43

Production of Wood PanelsFigure 3-44
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thousand ㎥ of particle boards were produced while imports and exports

amounted to 759 thousand ㎥ and 2 thousand ㎥, respectively. 

The production of ply wood, which uses imported logs as its main raw

material, has gradually declined due to the short supply of raw materials and

price increases. On the other hand, the production of particle and fiber boards,

the raw materials of which can be fully or partially be used as waste wood or

thinning wood, continues to rise. However, there have recently been

mismatches in the supply and demand of particle and fiber boards due to the

demand for bio-energy development that uses waste wood and thinning wood

Production and Per Capita Consumption of ChestnutsFigure 3-45

Chestnut Imports and ExportsFigure 3-46
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as raw materials in line with the recent high oil prices and heightened concerns

over energy security.

The lumber industry produces rectangular lumber and boards used

largely in housing constructions. There are around 1,200 companies operating

currently with an annual production of approximately 4.3 million ㎥. 

The construction work in the wood house industry has increased every

year with a rising preference for countryside houses. To date, wood houses

have been imported in sets from Finland and Canada. However, the use of

domestic lumber has expanded with the increased supply of wood housing

materials from the forest product distribution center in Yeoju.

Chips are supplied as raw materials for manufacturing pulp, while

sawdust is used for such environment-friendly purposes as livestock waste

purification or organic fertilizer manufacturing. Recently, sawdust production

using by-products generated from forest tending projects has been on the rise.

5.4.4. Forest Products for Short-Term Income 

Due to the favorable weather conditions, a wide variety of forest by-

products are produced in Korea. With the recent consumer preference for

chemical-free natural foods, mountain fruits, mushrooms, medicinal herbs and

saps produced within forests have been developed as short-term sources of

income to alle-viate the weak profitability that stems from the longterm

investment nature of forestry while, at the same time, earning income through

the intensive use of moun-

tain land.

Chestnut production

has been stable at around 74

thousand tons in 2006 with

per capita consumption

decreasing from its peak of

2.2kg in 1997 to 1.3kg in

2005. Chestnut exports in

Production of Oak MushroomsFigure 3-47
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2005 were 18,652 tons, but they are currently declining due to the reduction in

the chestnut market of Korea’s main export country of Japan. Import of

chestnuts are mainly comprised of frozen chestnuts and raw chestnuts used for

roast chestnuts. The large imports of frozen chestnuts can be attributed to the

low tariff rate at just 30%. Meanwhile, 2,830 tons of raw chestnuts were

imported in 2006, exceeding its minimum market access quota of 2,170 tons.

The production amount of dry oak mushrooms in 2006 was 2.067 tons,

increa-sing only slightly from 1,872 tons in 1996. However, the production of

raw oak mushrooms that are consumed domestically has continued to rise

from 10,941 tons in 1996 to 24,927 tons in 2006. Oak mushroom exports have

continued to fall since 1990 due to the high price of raw oak mushrooms for

domestic consumption and low price competitiveness compared to Chinese

products in overseas markets.

Oak mushroom imports have been on the rise since the beginning of

Korea’s diplomatic relations with China. Oak mushrooms are mostly imported

in the form of dried oak mushrooms. However, the import amount of prepared

oak mushrooms has surged recently. The North Korean oak mushrooms

imported custom-free through South-North Korean trade have also increased

significantly in recent days.

Oak Mushroom Imports by ProductsFigure 3-48
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5.4.5. Overseas Forest Development

Overseas forestation has been actively pursued with the objective of

maintaining one million ha of overseas forest land from 2050 while, at the

same time, supplying 50% of domestic demand for wood to secure both long-

term stable supply of wood resources and carbon emission rights in

preparation for the implementation of the United Nations Framework

Convention on Climate Change.

With the start of forest development in Indonesia in 1968, a wide variety

of forest businesses including the production of logs and plywood have

currently expanded into Malaysia, Papua New Guinea, the US, Solomon

Islands, Fiji, Guyana and Russia. Going forward, an initial expansion into the

geographically nearby region of Southeast Asia is being pursued to bring in

residual forest wood in the region in the form of logs or processed wood.

5.5. Outlook and Issues

The forest resource management of each country in the world today is

focused on the continued management of forests so that they can be passed

down to future generations. Accordingly, forest resource itself must be

maintained continuously. Secondly, regional societies that can manage forest

resources must also be maintained. Thirdly, economic activities must be

sustainable so that such regional societies can be maintained through forest

resources. Such perspectives provide a glimpse of the sustainability of Korea’s

forest resources and forestry.

The Korean forestry is well established to attain sustainable forest

resource management in terms of both quality and quantity of forest resources.

This has been possible through the steady investments and policy programs

that have been implemented over the years. However, the inconsistent

voluntary investments by forest owners due to the advent of new pests and

diseases that damage the structure of forest resources or the forest itself and the

lack of economic feasibility will act as a burden in preserving Korea’s forest
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resources. In particular, any temptation to convert mountain land to other uses

leads to land development which, in turn, lowers the quality and quantity of

forest resources. 

The economic feasibility issue is expected to emerge as the most

important factor determining the sustainability of Korea’s forestry. Forests

must be preserved in order to satisfy the national demand for continued forest

utilization which, in turn, requires voluntary investments by forest owners.

However, investments of forest owners can not be induced at the current levels

of economic feasibility. In addition, economic feasibility in forest management

must also be secured to maintain local regional communities. However,

maintaining sustainable regional communities is also questionable under the

current levels of economic feasibility. Accordingly, securing economic

feasibility will become a crucial standard in determining the sustainability of

forest resources in Korea.
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Chapter 4. Agriculture-Related Industries
Section 1. Agro-Food Marketing

Marketing includes the grading, packaging, storage, processing,

transportation and other logistic services, transaction, and sales promotion

activities that take place after production and before consumption. The

marketing process serves as the intermediate step between production and

consumption, thus affecting as well as being affected by consumption and

purchasing behaviors while influencing the production and shipment behaviors

of producers at the same time.

Agro-food products have a complex marketing channel in Korea. Fresh

produce, which are largely supplied by small farms, especially go through

several steps in the marketing process. The establishment of public wholesale

markets in Korea modernized the marketing of agricultural products, and the

recent introduction of large retailers increased the overall efficiency of agro-

food marketing.

1.1. Agro-Food Marketing Channel

1.1.1. Changes in Agricultural and Livestock Products

Consumption Patterns

The food consumption patterns of Koreans changed vastly over the past

20 years. Rapid rises in national income led to a decrease in the consumption

of rice and other grains and an increase in the consumption of fruits,

vegetables and meat. Urbanization and the rise of non-grain consumption led

to the need for a marketing system that could supply increasing amounts of

fresh produce to consumption centers in large urban areas.

The consumption of fruits, vegetables and meat has stabilized in this

decade. While the consumption patterns for agricultural products have

remained about the same in terms of quantity, changes in quality have been

dramatic in recent years.

제4장1절  1904.6.26 8:52 PM  페이지224   9600/233三綱五倫 가상 프린터 2400DPI 200LPI  W



Agriculture-related Industries 225

Per Capita Consumption by Crop Types

unit: kg

Source: KREI, Food Balance Sheet, each year

The production of agricultural products rose rapidly up to the mid-1990s,

and the liberalization of the agricultural market and the subsequent rise in

agricultural product imports led to a glut in the domestic market between the

late 1990s and the early part of the new millennium. Oversupply and higher

national income led to price differentiation based on quality. More consumers

began to pay attention to food safety and environmentally friendly agricultural

products. The market for environmentally friendly agricultural products rose

from 150 billion won in 2000 to 760 billion won in 2005.

Agro-food products began to improve in quality and smaller packages

became increasingly popular. As the size of the family gets smaller, consumers

began to prefer smaller packaging despite higher unit prices and pre-cooked

foods. Such changes led to the need for improvements in packaging and

processing facilities as well as changes in packaging materials and methods.

The size of the pre-processed food market, including fresh-cut produce, is

estimated to be nearly 300 billion won. The increase in national income led to

convenience-seeking consumers, who began to prefer large one-stop shopping

centers. As more people began eating out, marketing channels had to be

reformed to keep the food material supply smooth.

1.1.2. Diversification in Agricultural Products Marketing Channels

Agricultural products have a complex marketing system due to their

unique system of small quantity batch production with high marketing costs.

Table 4-1

Year Grains Rice Vegetables Fruits Meat

1980 195.2 132.4 120.3 21.8 11.3

1990 167.0 119.6 132.6 41.0 19.9

2000 166.8 97.9 165.9 40.7 37.5

2005 150.5 83.2 145.5 44.7 36.6
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Korean consumers also tend to be exacting about the quality of fresh

produce, creating more challenges for the distribution network.
Rice and other grains follow a distribution process from  farms to rice

processing complexes (RPCs) or milling plants, retail markets, and then finally
to the consumers. RPCs are found in 302 locations around the country,
carrying out the drying, storing, processing and sale of rice. The government's
procurement policy, which had a significant influence in the market in the past,
has been abolished, and private economic entities control the distribution
process. Since grain is a standardized product and can be stored, the role of
wholesale markets in the rice industry is minimal. Most grain products are
supplied directly to retail markets from producing areas (local processing
companies).

Vegetables, fruits and other horticultural products are distributed from the

farm to the local shipping organization, wholesale market, retail market and

finally to the consumer. Horticultural products are difficult to standardize as

well as store. Thus, joint shipments are difficult to carry out and the products

follow a multi-step distribution process. Local shipping organizations include

agricultural cooperatives (or crop units) and farming association corporations,

and local distributors (collectors) also operate on the local level. 

Major Distribution Channels for Major Crops and Livestock ProductsFigure 4-1
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Consumer markets are characterized by large retailers such as discount
stores and supermarket chains as well as the traditional wholesale market, with
large-scale distribution on the rise. Direct marketing such as e-commerce is
becoming popular as well. Horticultural products have different and complex
distribution systems by crops.

Livestock products pass through a distribution network that begins at the
farm producer and move to the slaughterhouse, wholesale market (auction),
retail market and finally to the consumer. Livestock processing complexes
(LPCs) are increasingly replacing the slaughterhouse-wholesale market stage
of the process.

Marketing channels for agricultural products, especially fruits and
vegetables, are complex in Korea. Fruits and vegetables are shipped to
wholesale companies from producers’ organizations or local collectors, and
are distributed to intermediate wholesalers in the wholesale market, retailers,
and then to the consumer. Leafy and root vegetables tend to have the most
complex marketing channels.

General Marketing Channels for Agricultural ProductsFigure 4-2
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The meteoric development of the Korean economy resulted in rapid

social changes. National income rose quickly and changed consumption

patterns, which led to the diversification of  marketing channels for

agricultural products. Since 32 public wholesale markets have been established

after the mid-1980s and the number of large retailers has increased after the

mid-1990s, the marketing system of agricultural products dramatically

changed.

The usage rate of the marketing route shows that wholesales markets

have held steady around 48% from 1998 to 2006, while pseudo-markets fell

from 42% to 24%. On the other hand, large retailers have enjoyed considerable

success, rising from 4% to 14%, with direct marketing and e-commerce rising

from 6% to 15%. 

1.2. Marketing of Agricultural Products in Producing Areas

1.2.1. Overview of Marketing of Agricultural Products in Producing

Areas

At the production level, the largest number of items is shipped from the

local agricultural cooperatives, followed by individual suppliers and joint

suppliers. Systematic shipping services are provided by agricultural cooperatives

Joint NACF market 
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Agricultural Products Supply, by Crop and Shipment Types

unit: %

Source: Kim Byeong-ryul et al. 2006

that perform individual settlement, joint packaging and joint transportation,

while joint suppliers provide joint grading, transportation and payment. Leafy

and root vegetables are usually supplied by individuals or systematic shipping

system. Fruits and fruit vegetables are supplied by joint or systematic

shipment, while flavor vegetables are supplied by systematic shipment. Joint

shipment and systematic shipment have become more widely used in recent

years, with 11% of total fruits and fruit vegetables supplies following  joint

payment (pooling).

The reduction in individual shipping at the local producers' level and the

rise in joint shipping is the result of the efforts of individual farmers as well as

government support that enabled the creation of large-scale shipping

organizations. Local joint shipping organizations include agricultural products

packing centers (APCs) and associated organizations. Local marketing

organizations are formed in areas of active distribution through the backing of

the government providing the funds for the creation of APCs. Among the

certified local marketing organizations around the country, 287 organizations

are agricultural cooperatives and 82 organizations are farming association

corporations. Nine associated co-marketing organizations are also operating

today.

Table 4-2

Individual
Shipment Joint Shipment Systematic

Shipment Total

Leafy and Root
Vegetables 36.7 16.5 46.8 100.0

Flavor Vegetables 10.2 25.4 64.4 100.0

Fruit Vegetables 22.6 31.5 45.9 100.0

Fruits 30.5 32.6 36.9 100.0

Total 26.5 26.5 48.5 100.0
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The sale locations of agricultural products largely depend on the

shipment size and product characteristics, with the shipment size becoming an

important factor in the selection of the locations. The average shipment size is

2.6 tons for individual shipment, with 15.6 tons for each joint shipment. A

survey of wholesale market transactions shows that over half of total

transactions involve less than 10 package units (i.e. boxes) per transaction. A

production structure that depends on small farms accounts for the similarly

small scale of shipments and transactions, with joint shipping organizations

faring slightly better. This marketing structure creates lower efficiency in

logistics and raises transaction costs such as search costs.

An Overview of Local Marketing Organizations

unit: Number of Facilities, Thousands of tons

Source: MAF, 2006

Shipment Sizes by Supplier

Source: Kim Byeong-ryul et al. 2006

Table 4-4

Table 4-3

Annual Shipment
(tons)

Average Shipment
(ton/shipment)

Annual Number of
Shipments

(shipments/year)

Individual Suppliers 404 2.6 59

Joint Shipping
Organizations 4,904 15.6 284

Classification

APCs
Associated
Marketing

Organizations
TotalAgricultural

Cooperatives

Farming
Association
Corporations

Number of Facilities 287 82 9 378

Total of Dealings 3,681 268 123 4,072

Total of Dealings 
per Facility 12.8 3.3 13.7 10.8
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1.2.2. Operation of Agricultural Products Packing Centers

APCs are facilities equipped with grading and packaging machines and

low-temperature storages to promote packaging and standardized shipment of

fruits and vegetables. The government has supported the establishment of

APCs in main producing areas to function as the center of local product

marketing, and strengthen market bargaining power by integrating production

and marketing operations to overcome the limitations often faced by small-

scale farms. The APCs are also better equipped to react to changing conditions

in the marketing environment.

A total of 104 APCs were established between 1992 and 1997, with 118

additional facilities built until 2005 for a total of 232 locations. However,

different APCs tend to have widely varying operating results. Advanced

ordinary APCs deal with three to five times the products handled by non-

certified APCs. Non-certified APCs also average only 76 days of operation per

year, resulting in lower facility utilization rates.

Annual Operation of APCs by Type

Source: MAF, 2006

1.3. Wholesale Markets

1.3.1. Overview of Agricultural Wholesale Markets

While several different types of markets handle the wholesale distribution

of agricultural products, public wholesale markets manage most of the

wholesale distribution. Public wholesale markets were financed by both the

central government and local governments according to the “Agricultural

Table 4-5

Amount of
Products Handled Revenues Operating Profit Facility

Utilization 

Ordinary APCs 5,264 tons 3 billion won 60 million won 76 days

Advanced APCs 14,207 tons 13.5 billion won 270 million won 125 days
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Product Distribution and Price Stabilization Act,” and are established and

operated by regional governments. Other wholesale markets include joint

markets, which are operated by agricultural cooperatives and the National

Agricultural Cooperative Federation (NACF) under the auspices of city and

provincial governments, and pseudo-wholesale markets that are not required to

report to regional governments and thus lie outside the oversight of the central

or regional governments.

The first public wholesale market was established at 1985 in Garak-dong

in Seoul, and a total of 32 markets have been built until 2004, including the

Seoul Gangseo Wholesale Market and the Gwangju Seobu Wholesale Market.

Transactions through public wholesale markets have amounted to six trillion

won and six million tons. However, total transactions have fallen slightly to

5.5 to six million tons since 2000.

The amount of fruits and vegetables that passed through public wholesale

markets (including potatoes) increased from 2.0 million tons in 1990 to 5.9

million tons in 2005. Over 50% of total fruits and vegetables distribution is

handled by public wholesale markets, indicating the importance of the

facilities in the national agricultural products marketing system.

An Overview of Public Wholesale Market Transactions of Fruits and
Vegetables

Source: MAF, Agricultural Product Wholesale Market Statistical Yearbook

Figure 4-3
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Transactions in Public Wholesale Markets Compared to Total
Transactions

unit: Thousands of tons, %

Note 1) Distribution Amount = Production x Proportion of Sale for Production

(Vegetables: 92.6%, Fruits: 93.2%, Potatoes: 90.8%) 

2) Agricultural products exclude grains and livestock. 

Source: Agricultural and Forestry Statistical Yearbook (MAF), 2006 Statistics (Seoul

Agricultural and Marine Products Corporation)

Transactions in wholesale markets for agricultural products take the form of

auctions and bids through consignments, with exceptional cases of settled-price,

optional, and unlisted transactions taking place. Settled price and optional

transactions are used for some listed products which are brought in in only small

amounts and are handled by a small number of middlemen. Wholesale market

companies offer a fixed price to middlemen in these transaction types. Specified

products are directly purchased by or consigned to middlemen when the market

carries only small amounts as in the case of unlisted transactions.

The majority of transactions today take the form of listed transactions,

where suppliers sell their products through consignment to wholesale

companies. Auctions and bids account for 85.7% of the total transaction

amount, and have fallen steadily, while other types of transactions have

Table 4-6

Classification 1998 2000 2002 2004 2005

Vegetables 8,562 9,707 8,320 9,318 8,424

Fruits 2,007 2,264 2,682 2,247 2,417

Potatoes 198 225 210 214 242

Subtotal (a) 10,767 12,196 11,212 11,779 11,083

Public Wholesale Market
Transactions (b) 4,607 5,273 5,642 5,752 5,925

Share of Wholesale Market
in Distribution Amount (b/a) 42.8 43.2 50.3 48.8 53.5
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Wholesale Market Transactions by Type

unit: Billions of won, (%)

Source: MAF, Agricultural Product Wholesale Market Statistical Yearbook

continued to increase. Fruits are widely dealt in in settled price and negotiated

transactions, and vegetables are largely sold in unlisted transactions. The

creation of the Market Wholesaler System in 2004 following the opening of

the Gangseo Wholesale Market has led to an increase of transactions. The

market wholesaler is designated by the operator of the market to carry out both

the collection and distribution of agricultural products, acting as an

intermediary and a wholesaler (a purchaser and consignee) in the market.

1.3.2. The Accomplishments and Limitations of Public Wholesale

Markets

Thirty-three public wholesale markets have been established since 1985,

significantly increasing the flow of agricultural products through wholesale

marketing channels and building stable sales outlets for producers even within

the limitations of an agricultural system dominated by small-scale farms. The

establishment of listed auction systems and a fair pricing system enabled

producers to supply their products stably, and created a payment settlement

system. The wholesale markets also allowed consumers to receive a steady

supply of agricultural products despite the rapid urbanization of the nation.

However, wholesale market transactions have stagnated in recent years,

due to a number of problems and limitations. First, wholesale markets cannot

react quickly to the rapid growth of retailers and changes in purchasing

Table 4-7

Year Auctions/bids Settled price /
Negotiated

Non-listed
items

Market
wholesalers Total

2003 4912
(89.5)

358
(6.5)

221
(4.0)

0
(0.0)

5491
(100.0)

2006 5197
(85.7)

332
(5.5)

311
(5.1)

227
(3.7)

6067
(100.0)

제4장1절  1904.6.26 8:52 PM  페이지234   9600/233三綱五倫 가상 프린터 2400DPI 200LPI  W



Agriculture-related Industries 235

patterns. The number of large retailers has increased dramatically since the late

1990s, however wholesale markets cannot efficiently merchandize their

products, not providing small packaging, processing and grading, and product

safety management. Although the influence of large retailers has increased,

wholesale markets have not fully performed the functions of product

collection, distribution and price setting to address the changing market

conditions.

Second, there is a shortage of agricultural product transaction facilities

that are equipped for building an advanced marketing system. There are not

enough low-temperature systems and processing and packaging facilities.

Mechanization of handling equipment, which can help reduce marketing costs,

has also lagged behind.

Third, wholesale distributors lack proper product collection and

distribution capabilities. Wholesale companies are used to a consignment and

auction system of sales. Thus, they cannot fully carry out the role of the sales

agency for producers and the collection function that suits the changing needs

of consumers. Marketing costs increase due to the lack of distribution

capabilities of small middlemen. Wholesale markets must develop their

operations in production locations as well as provide support for retailers.

Wholesale markets of the future must focus their operations not on

maintaining a fair trading system but rather on improving efficiency. To

achieve this goal, wholesale markets must ensure flexible transaction

systems and expand by merging wholesale market corporations with

middlemen.
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1.4. Large Retailers

1.4.1. Overview of Large Retailers

Following the liberalization of the service market for marketing in 1996,

the number of large retailers has increased rapidly around discount stores,

rising from around 1,000 in 1999 to 340 in 2006. Large retailers have

dominated the retail market since 2000.

Large retailers have strengthened their positions in the market through

integrated purchasing and price leadership of their chains. The liberalization of

the retail market and the rise of larger retailers that utilize advanced market

techniques have begun to edge traditional markets and small and medium

retailers out of the market. Supermarkets in Korea can be classified into

traditional supermarkets, department stores, and large retailers.

Until 1995, traditional supermarkets comprised 75.7% of the total

number of supermarkets, a share that dropped to 24.7% by 2005. Department

stores also lost their share of the market from 16.0% to 6.1% during the same

period. However, large retailers were able to increase their share of the total

market from 8.3% to 69.2% during the same period. In Korea, food products

are the main products of large retailers, creating direct competition between

them and traditional supermarkets. Traditional supermarkets are usually small

and little in number. 

An Overview of Large RetailersFigure 4-4
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Thus, they cannot compete with large retailers such as discount stores in

terms of price leadership or product selection.

The NACF operates 15 distribution centers that are supported by the

government and provide agricultural products from producing districts for its

retail network of Hanaro Mart and Hanaro Club stores. As the number of

distribution centers rose, total sales increased from 857.2 billion won in 1998

to 2.8 trillion won in 2005, an increase of nearly 320%. 

Distribution centers have created new marketing channels separate from

wholesale markets, diversifying the distribution network of agricultural

products and enhancing overall efficiency. Using these distribution centers

(including direct purchasing by large retailers), the distribution chain only

includes 3 or 4 steps of ‘producer,’ ‘local shipping organization,’ ‘distribution

center (large retailer),’ and finally ‘retailer’ or ‘consumer.’ The use of a

wholesale market includes wholesale market corporations and middlemen into

the process, expanding the distribution chain by several more steps.

Stiffening competition among retailers began to highlight the need for

increased efficiency in marketing. Thus, contract transactions and vertical

integration of distribution processes are on the rise. As the number of stores

continues to increase, large retailers have strengthened their own wholesale

functions to purchase products directly from suppliers. 

Changing Leadership in the Marketing IndustryFigure 4-5
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Changes in Direct Purchasing from Producers 

unit: % 

Source: Kim Dong-hwan et al. (1999-2002), Korea Agro-Fisheries Trade

Corporation (2004), Seo Seong-cheon and Kim Byeong-ryul (2005).

The number of discount stores has increased dramatically since 2000,

with direct buying increasing as well. Fruits, which can be easily purchased in

packaged and standardized units compared to vegetables, are high in the

proportion of direct purchasing, rising almost twofold from 35.4% in 1999 to

61.3% in 2005 in the case of discount stores. The percentage of direct

purchasing for vegetables rose from 21.9% to 51.3%, an increase of 230%,

during the same period.

The purchasing market of large retailers (discount stores) is largely led by

the purchaser. While there are numerous suppliers that wish to provide

agricultural products of similar quality, a smaller number of large retailers can

select local suppliers for their products. Thus, the market is dominated by

purchasing parties, and large retailers hold sway over the market. The market

share of the top four companies in terms of sales in the retail market rose from

2.0% in 1995 to 42.9% in 2006. 

1.4.2. Achievements and Problems of Large Retailers

Large retailers brought about a number of positive changes to the market

by leading the purchasing market, increasing the scale of the production,

improving the product quality and enhancing the capacity of the producer

organization. Large retailers were able to bring in wholesale market merchants

such as middlemen, market wholesalers, pseudo-market consignees,

intermediary wholesalers as well as agricultural cooperatives, crop units,

Table 4-8

1999 2002 2003 2005

Fruits 35.4 47.5 46.3 61.3

Vegetables 21.9 37.5 41.7 51.3
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farming association corporations, and large-scale farms as competing vendors,

resulting in lower purchasing costs. Large retailers are also able to build supply

chain management (SCM) systems for stable and efficient agro-food

purchases by creating vertical relationship marketing or channel integration

between producers, vendors and their own logistics centers. In other words,

large retailers attempt to increase logistics efficiency through these systems.

Large retailers can also accurately gauge the needs of consumers and tailor

their product lines accordingly, as well as provide positive shopping

experiences and convenience of one-stop shopping.

The market dominance of large retailers is increasing, and they are using

their leverage in the market to expand their own “private brands” (PB) lines.

Producers are often pressured to modify their products to retailers’

specifications and supply them at lower costs, and to bear the burden of

marketing and logistics expenses.

1.5. The Function of Marketing Make-up

1.5.1. Increased Logistics Efficiency of Agricultural Products 

The establishment of 32 public wholesale markets after the mid-1980s

and the proliferation of large distribution centers created a strong marketing

infrastructure. However, marketing inefficiency, as well as the need for

ensuring food safety and maintaining product freshness, and rising packaging

costs resulted in high marketing costs, the share of which reaches 43.5% of

total purchasing prices. Logistics costs accounted for 8.0744 trillion won, or

35.3% of total distribution costs, with other expenses for packaging,

processing, loading, food loss and cleaning, and others significantly higher

than national logistics costs. The mechanization rate of loading and unloading

processes increased from 14% in 2003 to 23% in 2006. However, the level of

the mechanization is still very low, indicating that the majority of loading and

unloading of products are still carried out manually. 

Logistics efficiency is improving gradually. The logistics efficiency rate

is total logistics costs divided by consumptive logistics costs. The index fell
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from 67.4% in 1999 to 58.7% in 2000, and to 53.3% in 2006, indicating that

logistics efficiency is increasing.

Changes in Logistics Efficiency Indexes

The Trend of Logistics Efficiency Rate

Note: Logistics efficiency rate = consumptive logistics costs / total logistics costs.

Consumptive costs include transportation, loading and unloading costs, and

food loss and cleaning costs.

Source: Korea Agro-Fisheries Trade Corporation

Figure 4-7

Figure 4-6
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1.5.2. Standardized Packaging and Safety Management of

Agricultural Products

The level of standardization in agricultural products represents the level

of marketing efficiency. The percentage of packaged products out of total

agricultural products  increased from 75% in 1998 to 89% in 2006, with the

shipping rate of products with standardized packaging  rising from 17% to

50% during the same period. Standardized shipments are most common in

fruits, and less common for vegetables.

Consumers are increasingly demanding higher product quality and food

safety standards. To meet these demands, the cultivation of environmentally

friendly crops is increasing rapidly. The percentage of environmentally

friendly agricultural products increased from less than 1% in 2000 to 6% in

2006. Safety inspection failure rate has fallen to around 1.1% to 1.3% since

2000. Adherence to the labeling regulation of the country of origin increased

from 93% in 1998 to 97% in 2006, indicating that almost all agricultural

products today bear such labels.

Standardized Packaging and Safety-Related Indexes

unit: %

Note: Numbers in ( ) represent data from 1999.

Source: MAF

Table 4-9

Classification ’98 ’00 ’02 ’04 ’05 ’06

Packaging rate 75.1 88.0 90.1 85.4 87.8 88.7

Standardized package
shipment rate 17.1 39.8 49.8 50.4 54.5 69.3

Environmentally friendly
agricultural products

shipment rate
(0.1) 0.2 1.0 2.5 4.2 6.2

Safety inspection failure
rate 4.2 1.2 1.1 1.3 1.1 1.1

Country of origin
labling rate 92.5 94.9 95.9 96.1 96.9 97.1
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1.6. Outlook and Issues

Korea's agricultural product marketing system underwent significant

changes in the past two decades. These changes were led by public wholesale

markets in the 1980s and 1990s, with large retailers expanding their influence

in this decade. As the direct marketing system becomes increasingly

commonplace with large retailers, the integration will become even greater. As

consumers increase their food spending by dining out, the food service

industry will continue to expand, which in turn will further develop food

material distribution markets that will demand efficient supplies of high-

quality products.

In order to respond to a rapidly changing consumer market, suppliers

must increase the scale of their shipping systems. Small local organizations

must band together with others in the same region and form inter-regional

partnerships to secure year-round supplies. Local shipping organizations must

also increase their marketing capabilities. New regulations will be required to

prevent large retailers from using their market power to carry out unfair

business practices. Wholesale markets, which are the backbone of the

distribution system, should have more flexibility in their transaction systems

and should be better equipped to enhance the logistics function. It is essential

to standardize and classify agricultural products and develop post-harvest

management technologies to cope with high qualityoriented and differentiated

consumption patterns. 
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Section 2. Food Industry

Rising income levels have led to increasing household food expenditures as

more families dine out or consume processed foods. Such changes have led to a

rising effort to link the food industry to the domestic agricultural sector. The food

industry is receiving policy focus not only due to its potential for increasing the

value added of agricultural products but for expanding their market as well.

The food industry encompasses the food processing industry, the food

marketing industry, and the food service industry. A wider definition of its

scope includes the food manufacturing industry, collection and wholesale of

food materials, transportation and warehousing, food manufacturing

equipment and container industry, packaging, food service industry, and the

food wholesale and retail industries. 

The successful development of the food industry is highly dependant on

a quality assurance and food safety management system that enables

consumers to choose domestic agricultural products and foods. The

government has initiated a wide variety of certification systems, such as the

environmentally-friendly agricultural product certification system as well as

traceability programs, the Good Agricultural Practices (GAP), and the

HACCP to ensure food safety. 

2.1. Overview of the Food Industry

2.1.1. Food Processing Industry

While the share of the agricultural sector in the nation’s economy

continues to fall each year, the relative importance of the food industry in the

agriculture-related industry is rising. An examination of the value added and

percentage by industry shows that the value added of agriculture and forestry

accounted for 6.8% of the total industry in 1991, falling to a 3.5% share in

2003. However, the share of the food processing, marketing and service

industries rose from 38.7% to 47.9% during the same period.

제4장2~3절-최종  1904.6.26 8:55 PM  페이지243   9600/233三綱五倫 가상 프린터 2400DPI 200LPI  W



Agriculture in Korea  244

Trend of the Value Added Food and Agricultural Industries

Source: Ministry of Agriculture and Forestry

The food processing industry’s share of the total gross domestic product

(GDP), as well as the manufacturing industry’s value added, is decreasing.

While the total production and value added of the food processing industry

have risen steadily, changes in industrial structure reduced the growth of the

industry compared to others. The value added of the food processing industry

rose from 9.6 trillion won in 1998 to 13 trillion won in 2004, but the

percentage share of the value added of the food processing industry as part of

the total manufacturing industry’s value added actually fell from 8% in 1998 to

6.5% in 2004.

Table 4-10

1991 1998 2003

Valued
added

(1billion
won)

Percentage(%)
Valued
added

(1billion
won)

Percentage(%)
Valued
added

(1billion
won)

Percentage(%)

Compared
to value

added (A)

Compared to
agriculture-related

industry  (B)

Compared
to value

added (A)

Compared to
agriculture-related

industry  (B)

Compared
to value

added (A)

Compared to
agriculture-related

industry  (B)

Total value
added(A) 204,461 100.0 - 438,638 100.0 - 639,762 100.0 -

Agriculture-related
industry (B) 34,785 17.0 100.0 57,269 13.1 100.0 70,425 11.0 100.0

Agriculture and
forestry sector 13,593 6.7 39.1 18,410 4.2 32.2 21,239 3.3 30.2

Food
industry 13,453 6.5 38.7 23,982 5.4 41.9 33,785 5.4 47.9

Food processing
industry 5,794 2.8 16.7 10,670 2.4 18.6 11,222 1.8 15.9

Food marketing
industry 5,190 2.5 14.9 8,334 1.9 14.6 13,098 2.1 18.6

Food service
industry 2,469 1.2 7.1 4,978 1.1 8.7 9,465 1.5 13.4
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The number of businesses sales, and production of the food processing

industry have increased steadily since the 1990s. However, production per

business has remained stable since 2000, showing little change in the past

several years.

Trend of Food Manufacturing Industry’s Value Added

The Number of Businesses, Sales and Production of the Food

Processing Industry

Source: National Statistics Office http://kosis.nso.go.kr/

National Statistics Office, Mining and Manufacturing Industry 

Statistics Report for each calendar year

Table 4-11

Figure 4-8

Year Number of
businesses

Sales Production Production per
business

(100 million won) (100 million won) (100 million won)

1990 4,654 147,108 148,410 32

1995 6,248 262,342 264,299 42

2000 6,421 371,997 374,337 58

2001 6,985 396,994 398,505 57

2002 7,550 426,485 428,769 56

2003 7,940 436,417 438,589 55

2004 8,051 477,666 479,812 60

2005 8,389 482,642 483,990 58
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The food processing industry is largely made up of small and medium

enterprises, with 91.5% of the companies with less than 50 employees and

58% with less than 1 billion won in sales.

Sales (shipped) Per Size of Food Processing Companies

Source: National Statistics Office http://kosis.nso.go.kr/ 

2.1.2. Food Service Industry

The food service industry’s share of the total agriculture-related industry

increased from 7.1% to 13.4% between 1991 to 2003, nearly doubling in a

little over a decade. The development of the food service industry is attributed

to the five-day workweek, the increase in the role of women in the workplace

and in society, rising awareness of health and leisure, the conspicuous trend

toward nuclear families, and an aging population that has affected changes in

eating habits and food culture. The major food consumption items  shifted

from fresh produce to increasingly processed foods and fast foods away from

home. The rapid rise of the “family restaurant”  business as well as the fast

food industry increased the presence of Western-style food services in the

industry, and the concurrent rise in fusion restaurants, franchises, and cafeteria

Table 4-12

Category Food Processing Industry Beverage Processing Industry

Number of
Employees

Number of
Businesses

Sales
(100 million won)

Number of
Businesses

Sales
(100 million won)

5 ~ 9 4,282 4,523,790 174 62,693

10 ~ 19 1,814 3,846,854 126 173,493

20 ~ 49 1,207 6,239,853 78 794,865

50 ~ 99 386 7,840,597 32 1,115,023

100 ~ 199 169 8,060,943 16 1,756,144

200 ~ 299 49 3,697,845 12 1,768,368

300 ~ 499 24 3,098,007 4 1,022,249

Over 500 15 3,194,143 1 ...

Total 7,946 41,169,433 443 7,094,861 
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and catering services resulted in a remarkable diversification of the industry

that had formerly been divided among Korean, Chinese, Japanese and Western

restaurants. 

The percentage of expenditure on food away from home for urban

households in their total food expenditure rose from 20.3% in 1990 to 45.8% in

2005, providing the fuel for the food service industry’s annual growth rate of 8.9%.

The growth of the food service and catering industry led to a concurrent

increase in both the food materials supply industry and fresh-cut produce

industry as changing lifestyles and improvements in transportation and

distribution technologies changed the structure of the food distribution

industry, from dealing mainly in fresh foods to more packaged and ready-to-

eat products. The size of the food materials supply industry rose significantly

from 10 trillion won in 2000 to 12.8 trillion won in 2005. Approximately

eighty thousand tons of vegetables, or 7% of the total domestic vegetable

production, are processed as packaged fresh-cut produce, whose share of

production has steadily increased to process 110,000 tons of food ingredients

per year.  

Monthly Food Expenditure per Household  by Food Types

unit: won, %

Source: National Statistics Office

Table 4-13

Year All foods (A) Fresh Food (B) B/A Processed
Food(C) C/A Food Away

from Home  (D) D/A

1990 220,834 122,986 55.7 53,004 24.0 44,844 20.3 

1995 367,080 169,500 46.2 81,835 22.3 115,745 31.5 

2000 447,018 173,215 38.7 97,813 21.9 175,990 39.4 

2001 463,582 170,590 36.8 102,512 22.1 190,480 41.1 

2002 481,049 172,761 35.9 106,745 22.2 201,543 41.9 

2003 509,247 165,597 32.5 110,440 21.7 233,210 45.8 

2004 532,452 170,216 32.0 117,877 22.1 244,359 45.9 

2005 539,260 173,539 32.2 118,845 22.0 246,876 45.8 
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Fresh-Packaged Processed Food by Product Type (2005)

unit: tons

2.1.3. Food Imports

Food imports have continued to rise even while exports have remained

stagnant, creating a severe trade deficit. Exports rose slightly from $2.09

billion in 2000 to $2.41 billion in 2005, while imports rose from $4.33 billion

to $6.97 billion during the same period. Exports are limited to a small number

of products and markets, and export diversification has not been achieved.

Major exports include ramen noodles, soju, corn starch and kimchi to markets

including Japan, the United States, Russia and China.

Food Imports and Exports

Source: Ministry of Agriculture and Forestry (Customs Service trade statistics)

Figure 4-10

Figure 4-9
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Research and development investment in the food industry amounts to

only 1% of the total national (public and private) R&D investment, accounting

for 230 billion won out of total R&D investment of 24.2 trillion won. In

proportion to sales, food companies’ R&D investment accounts for 0.82%,

lower than the industry average of 2.42% and the manufacturing sector’s

investment ratio of 2.9%. As a result, Korea’s food technology is only at the

30~60% level attained by industrialized nations, and requires an overall

improvement in the technological infrastructure. The worsening technology

gap between Korea and advanced nations and the rising need for advanced

value added-producing technologies have resulted in the rising payments for

foreign technologies from $26 million in 1998 to $48 million in 2003, an

increase of nearly twofold.

2.2. Linking the Food Industry to Agriculture 

The agricultural sector contributes to the development of the food industry

by supplying it with high-quality agricultural products, while the food industry

uses as much domestic food products as possible to increase the value added of

agricultural products and farm incomes so as to maintain a symbiotic relationship.

Strengthening the linkage between the domestic agricultural sector and

the food industry is thus necessary to expand the demand for Korean

agricultural products and promote their consumption. Linking the two

industries together will also reaffirm the role of agriculture in the nation and

enhance the cultural heritage of Korea. The overseas expansion of the Korean

food service industry and the promotion of traditional Korean foods abroad

will increase the  exports, contribute to the globalization of Korean food and

help promote the national status around the world. 

The promulgation of the “Food Industry Promotion Act” in 2007 and the

amendment of  the Fundamentals of Agriculture, Rural and Food Industry Act

led to the creation of new consumer-oriented policies.

The food industry  acts as the driving force for the growth of  agriculture

and is directly linked with food security. For these reasons, the food industry is
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considered to be a part of the  agricultural policy, and must be managed

accordingly. Food policy is being shifted away from the traditional focus on

the production and supply of agricultural products towards a more consumer-

oriented approach, creating a more efficient linkage between the food and

agricultural industries.

In order to strengthen the ties between the two industries, the government

is pursuing policies that aim to develop local food processing industries,

expand the food processing demand for the domestic agricultural food

products, revitalize the production and consumption of processed traditional

foods, discover and commercialize traditional food items, and promote the

globalization of Korean food.

2.2.1. Local Food Processing Industry

In late 2005, there were 1,108 food processing companies receiving

293.4 billion won in government support. Currently, a total of 534 companies

among them are still registered, and only  450 companies are in  operation.

The annual sales of the companies operating in late 2005 totaled 660.7

billion won (average of 1.47 billion won per company), with 25.9 billion won

in exports (average of 250 million won per company), an average of 14.7

employees, and 460 million won in investment. 

Sales and Exports by Local Agro-Processing Industry by Major Product Types

Source: Ministry of Agriculture and Forestry

Figure 4-11

Percentage of Sales Percentage of Exports
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The industry is thus largely made up of small-scale operations. The food

processing industry in rural areas is burdened with low price competitiveness

due to its use of local produce. It also suffers from the lack of consumers’

recognition of, and preference for, its  products. Smaller operations in rural

regions have less capability to develop products and technologies and engage

in public relations and marketing activities, and they often lack professional

managers. 

To overcome these difficulties and develop regional agricultural food

processing industries, the government is initiating a variety of policies,

including a restructuring policy that uses management evaluations to rank

companies based on their achievements. The government is also strengthening

its support for HACCP, GAP and other advanced food safety management

programs and their efficiency operations, as well as building consumer

confidence and promoting the differentiation of domestic products from the

imported food. The development of joint brands as well as joint marketing

networks in different product and consumption zones through cooperative

organizations is another major policy task.

In order to expand the food processing demand for domestic agricultural

products, the government is pursuing the creation of a certification system for

food service companies and a distribution network to ensure the stable supply

of superior domestic food products to the food industry and service companies.

An information system will also link producers’ organizations with clients and

users in the industry.

2.2.2. Traditional and Regional Foods

Traditional foods, including unique regional and local foods, refer to the

foods that have been eaten traditionally in Korea, including the foods

traditionally serviced at weddings, commemorative ceremonies, temples, and

palaces. Traditional foods are usually made from materials grown in local

areas. Regional and local foods are more limited in geographical scope

compared to general traditional foods, and they use unique ingredients and
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recipesof a local area and have been consumed by the residents of a region.

Regional foods mesh well with the concepts of “foods inseparable from land,”

“slow foods” and “local foods” promoting the healthy living by eating fresh

local foods.

A large number of traditional and regional foods have lost their unique

flavors due to industrial development and improvements in transportation as

regional boundaries began to be blurred and people began to turn to

westernized foods and living environments. The recent rise in income levels

and the rising demand for traditional foods, as well as the five-day workweek,

have given people more time to pursue leisure and cultural activities. Thus, the

uniqueness of traditional and regional foods and their image as health foods

can be utilized to meet this rising demand. Regional foods could also be used

to promote local economies by creating links with local festivals, events and

rural tourism resources.

As part of its efforts to develop the traditional food industry, the Ministry

of Agriculture and Forestry has designated 808 traditional food companies

since 1989 to provide government support. A “master artisan” system has also

been created to protect the valuable knowledge and techniques of traditional

food crafts, with the Songhwa Baekil-ju maker Cho Young-gui and three other

traditional food producers and experts designated as the first four liquor and

spirit master artisans in 1994. There are currently 16 master artisans for liquor

and spirits, two for traditional Korean confectioneries, three for green tea, and

one artisan each for plum processing, traditional dry snacks, and traditional

rice syrup making to form a total of 24 master artisans. The government also

Regional Food RestaurantTraditional Food Processing Company
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created a quality certification system in 1991 to guarantee the quality of

superior traditional food items. By 2007, 33 items, including kimchi and

traditional confectioneries, and 269 manufacturing factories have been

certified. An organic agricultural product certification system was created in

1992, and it has currently certified 194 food items including green tea, kimchi,

soybean paste (dwenjang), and hot pepper paste (gochujang).

In 2007, the Ministry of Agriculture and Forestry established the “Korean

Food Globalization Project” as part of its overall goal of developing the

superior Korean food culture into a high value-added national image and brand

product acting as a new engine of economic growth. It plans to provide 78

billion won for investments over the next four years. The fund will be used to

provide support for creating the foundations of the globalization of Korean

food, enhancing the competitiveness of Korean restaurants abroad, and

strengthening the promotion of Korean food and food culture around the

world. 

2.3. Agricultural Food Product Quality Certification and
Safety Management: Traceability and GAP

2.3.1. Food Certification Systems

There are a number of certification systems for food quality management.

As of December 2006, 33 traditional food items and 269 production factories

have received the traditional food quality certification. The processed food KS

certification system bestows the Korea Standard (KS) certification to

processed foods that meet the quality requirements of the system. There were a

total of 142 standards defined by late 2006, and 71 companies (116 factories)

have received certifications for 33 products. As for the Geographical

Indication (GI) system, 33 products are registered in the system as of

December 2006, including Bosung green tea.

The Hazard Analysis and Critical Control Point (HACCP) certification

targets livestock food products, designed to prevent bacterial contamination or

antibiotic residue in meat and other livestock products. The food HACCP is 
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Agricultural Food Product Certification Systems

Source: Ministry of Agriculture and Forestry

applied to beef, pork, and poultry as well as ham, sausages, dressed meat, d

milk, cheese, butter and ice cream, and egg products. By March of 2007, a

total of 466 food processing, packaging and sales companies have received the

HACCP certification.

2.3.2. Agricultural Product Safety Management Systems

The agricultural product traceability system records and manages the

production, distribution and sales information of agricultural products to

ensure that any quality or safety problems that may arise can be traced back to

its source in the production chain. The establishment of this system creates a

system for tracing food products to secure food safety and build consumer

confidence by being able to carry out swift and effective measures to address

Table 4-14

Certification System Details Certifying agency

Geographical Indication Protect the place of origin of food
products

National Agricultural Products
Quality Management Service

Good Agricultural
Practices (GAP)

Certify the safe production of
agricultural food products

Private certification agencies
(NACF, E-mart, Lotte Mart,
Hankyoung University, etc)

Environmentally-friendly
agricultural product

certification

Certify the production of agricultural
products with no or minimal use of

synthetic pesticides or chemical fertilizers

National Agricultural Products
Quality Management Service,
private certification agencies

Traditional food master
artisan designation

Certify master artisans for
traditional foods

Ministry of Agriculture and
Forestry

Traditional food quality
certification

Certify superior traditional foods
that use domestic ingredients Korea Food Research Institute

Processed food KS
certification

Certify agricultural products that
fulfill quality standards Korea Food Research Institute

Hazard Analysis and
Critical Control Point

(HACCP)

Certify the operation of scientific safety
management systems that prevent

bacterial or antibiotic residue

Livestock product HACCP
certification standards
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arising problems. The traceability system was created as a voluntary

registration system in January of 2006 to record and manage information

regarding the production, distribution and final consumption of agricultural

food products. A trial project is under way in Korea for beef, and while the

traceability and GAP systems are separate programs for agricultural products,

traceability is a prerequisite for GAP.

The Good Agriculture Practices

(GAP) system ensures the safety of

agricultural food products by

providing standards for the

management of the residue of

pesticides, heavy metals or other

harmful organisms or materials that

may reside in the soil, water or

products during the harvest and

packaging processes. The GAP system was created to minimize harm to the

environment and supply safe agricultural products to consumers by allowing

them to monitor the management of pesticides, heavy metals and microbe

residue that may occur during the harvest, processing and storage of

agricultural products.

GAP Certification Symbol

Traceability Certification Symbol 
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The GAP system was

adopted after international

negotiations that took place in

April of 2003 in the UN/FAO,

Codex and other global

organizations to increase the

competitiveness of domestic

agricultural products. Trial

GAP programs ran from 2003

to 2005, expanding from 9 farms and 5 products in 2003 to 3,659 farms and 96

products in 2006. To legislate the GAP system, the government amended the

Agricultural Food Quality Management Act in August of 2005, reorganizing

the law and enforcement clauses in January of 2006. In order to foster the

seamless adoption of the GAP system, the government also created standard

cultivation guidelines, superior agricultural product management standards and

product history management standards. The standard cultivation guidelines

expanded from 67 items in 2003 to include 82 items in 2004 and 96 items in

2006. The agricultural product management standards include 170 clauses. In

addition, recording and information management standards that  producers,

distributors and retailers should abide by when dealing with GAP products

were overhauled.
A private GAP certification system was created in 2006, following the

examples set by nations in the E.U. The government oversees and manages 

Number of Items and Farms Governed by GAP

Source: Ministry of Agriculture and Forestry

Table 4-15

GAP  Certified Products at Supermarket

Year No. of Agricultural Products No. of Participating farms

2003 5 9

3004 21 357

2005 47 965

2006 96 3,659
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private certification agencies, which in turn carry out the actual certification
and farm management tasks. Nineteen certification agencies were selected in
September of 2006, including the NACF, Korea Agro-Fisheries Trade
Corporation, E-Mart, and Lotte Mart. The government plans to expand the
program to include 30,000 farms and 20 certification agencies, and thereby
increase the share of fruit and vegetables registered in the GAP system to 2%.

The most immediate issue facing the GAP program is to increase the
consumers’ awareness of the program and foster  experts with regard to GAP
education and certification.

Food safety crisis has become increasing large and prominent, and
consumers have become more aware of health foods. Livestock products are
also exposed to an increasing number of harmful agents and dangers. The
HACCP for livestock products is designed to prevent the occurrence of food-
related biological, chemical and physical dangers in livestock products.

The HACCP program was first applied to slaughterhouses and meat
processing facilities in 1997, and all slaughterhouses  in the nation were
mandated to come under HACCP guidelines in July of 2003. The application
standards of HACCP  for transportation, storage, warehousing and sales
associated with meat production were made in 2004, and similar standards
applicable in the  livestock farming phase were established in 2006. Among
165 slaughterhouses in the country as of March 2007, 142 slaughterhouses (72
for mammals, 45 for poultry) are governed by HACCP standards.

The HACCP standards and models for pigs  were developed by June of
2006, with similar provisions planned for completion for dairy cows in 2007
and layers and broilers by 2008.

HACCP Program Adoption  for Meat Production, March 2007.

unit: number of facilities

Source: National Veterinary Research and Quarantine Service

Table 4-16

Slaughterhouse Meat  Processing Feed Plant Total

142 459 59 660
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Section 3. Agricultural Input Industry

The agricultural input industry is an important industry charged with

supplying agricultural inputs that form the basis of agricultural production, and

has recently become an export industry as well.

The agricultural machinery industry has been developing in tandem with

the mechanization of rice production. The government’s agricultural

machinery supply programs began in 1980, and rice industry mechanization

has currently reached nearly 100%. The resulting saturation of the domestic

agricultural machinery market has led manufacturers to expand export abroad.

The fertilizer industry achieved self-sufficiency as early as the 1970s and

quickly became an export industry, and it has recently provided a significant

amount of fertilizers to North Korea as an aid. The expansion of

environmentally-friendly agriculture has created a burgeoning eco-friendly

fertilizer industry.

The seed industry has focused primarily on developing new varieties, but

the development of biotechnology has led to the searching of new genes as well.

Korea has been blessed with favorable climate and environmental

conditions, and has rich plant genetic resources, which will provide the

foundations for developing the seed  industry into a high value-added industry.

3.1. Agricultural Machinery Industry

3.1.1. Agricultural Machinery Market Trends

The agricultural machinery industry has stagnated in the past decade as

government subsidies for purchasing farm equipment has been drastically

scaled back. While the average annual sales per company in the manufacturing

industry rose by 254% from 1995 to 2002, the average annual sales in the

agricultural industry rose by only 153%. The production per agricultural

machinery company was 68% of the manufacturing industry average in 1995,

and it further fell to 41% in 2005.
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The tractor ownership per farm household rose rapidly in the 1990s, but

as tractor equipment became larger after 2000 and the market began to consist

mostly of users replacing older equipment, tractor ownership began to decline.

Combine harvester ownership has remained stable after 2000, with large

combines becoming increasingly popular in recent years. The number of

riceplanting machines has declined by around 3,000 units per year after a peak

in 2001, as ride-on models are increasingly replacing the walk-behind types.

Per Company Sales and Value Added of Agricultural Machinery Industry 

Source: National Statistics Office “Mining and Manufacturing Industry Statistics

Report” for each  year

Agricultural Machinery Ownership

Source: Korea Agricultural Machinery Almanac for each year

Figure 4-12

Table 4-17

Year Number of Employees Sales (million won) Value added (million won)

Agricultural
machinery
industry

(A)

Manu
facturing
industry

(B)

A/B
(%)

Agricultural
machinery
industry

(A)

Manu
facturing
industry

(B)

A/B
(%)

Agricultural
machinery
industry

(A)

Manu
facturing
industry

(B)

A/B
(%)

1991 34 40 85 2,801 2,849 98 1,110 1,196 92

1995 24 31 77 2,572 3,792 68 1,090 1,657 66

2000 24 27 89 4,003 5,757 70 1,662 2,237 74

2005 20 24 83 4,289 7,239 59 1,843 1,843 69
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The mechanization rate of rice farming rose from an average of 68% in

1990 to 90% in 2004. In 2006, the mechanization rate of rice cultivation

excluding the drying operation exceeded 98%, resulting in the almost total

mechanization of the rice industry.

The labor input per 10a of rice cultivation, another indicator of

mechanization, fell from 130.5 hours in 1980 to 19.9 hours in 2006, a drop of

85% in 26 years resulting from the rapid mechanizations of rice cultivation,

planting, harvesting, and pest control. The rise in leased agricultural land and

the expansion of cooperative organizations for sharing machinery also

contributed to the rapid development of agricultural mechanization.

Tractor Rice Planting Machine

Combine HarvesterAgrochemical Sprayer
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3.1.2. Agricultural Machinery Export

The stagnation of the agricultural machinery market has led to the call for

increased exports in the industry. The total agricultural machinery exports in

2004 amounted to $350,870,000, an increase of 260% from 2000. Agricultural

machinery are imported from 49 counties, and its import amount was valued at

$322,100,000,  creating a trade surplus of $18,660,000 in the industry and

maintaining a surplus for seven straight years since 2000. Korean farm

machinery are exported to 112 countries around the world as small- and

medium-sized machinery and components tend to have a large number of

target markets. Exports have increased due to the rising demand in the United

States for garden tractors and components and the exploding demand for

grading and l sorting machines and farm equipment components in China.

The United States is Korea’s largest farm equipment export market with

50% of total exports, followed by China and Japan. Other major export

markets include Australia, Indonesia, the United Kingdom, Portugal and

Spain. In terms of machinery type, tractors comprise approximately 58% of all

exports.

Agricultural machinery imports have continued to rise steadily. Large rice

planting machines and combine harvesters that are not manufactured in Korea

are imported mainly from Japan, with large tractors imported from Germany

and Italy.

Korea’s Agricultural Machinery Imports and Exports by Year

unit: thousand dollars, %

Source: Korea Agricultural Machinery Industry Association, Agricultural Machinery

Almanac

Table 4-18

Year 1995 1998 1999 2000 2001 2002 2003 2004 2005 2006
Average  Rate 

of Increase
1995/2006

Exports 42,522 82,288 92,720 134,804 146,368 147,542 225,217 279,231 341,022 350,869 23.5

Imports 81,238 113,723 94,171 131,806 134,163 118,056 153,234 221,403 282,314 332,211 15.1
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The major issues facing the agricultural machinery industry include the

following: standardization of export models and dimensions to secure

international competitiveness;  specialization in overseas markets through

accurate market research; and product line adjustments among companies in

the industry to prevent overlapping fixed facilities from creating an

unnecessary drag in profitability.

3.2. Fertilizer Industry

3.2.1. Changes in Production and Consumption Conditions

There are currently a total of nine chemical fertilizer manufacturers in

Korea, including Namhae Chemicals, Dongbu Hannong Chemicals, and

Samsung Fine Chemicals, with total sales of 1,128,400 million won, of which

30% is from fertilizer sales.

Fertilizer self-sufficiency was achieved in the 1970s, and the fertilizer

industry exports around 1.5 million tons of fertilizer each year. The falling

exports and lower domestic demand after 2000 reduced the industry’s

operating level to 80%. While the production of single fertilizers like urea fell,

the development of horticultural fertilizers and low-density complex fertilizers

enabled the industry’s complex fertilizer production capacity to double from

1980. Complex fertilizers account for 70% of total fertilizer production, with

nitrogenous single fertilizers accounting for 27%.

Fertilizer Production and Consumption per Year

unit: thousand tons (actual weight), %

Source: Fertilizer Industry Association, Fertilizer Almanac

Table 4-19

Year Production
Capacity(A) Production(B) Consumption(C) Operational

Rate(B/A)
Self-Sufficiency

Rate(B/C)
Consumption Per

Cultivated Area (㎏/ha)

1990 4,032 3,752 2,365 93.1 158.6 458

1995 4,688 3,648 2,092 77.8 174.4 424

2000 4,588 3,729 1,875 81.3 198.9 382

2005 3,857 3,950 1,877 102.4 210.4 376
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Korea’s fertilizer use exceeded 450kg per hectare after the late 1980s, and

Korea is currently is one of the heaviest users of fertilizers in the world.

However, fertilizer consumption has continuously fallen since 1990 to 376 kg

per hectare in 2005.

Following the large-scale aid to North Korea in 1999, fertilizer exports

have averaged 1.3 to 1.5 million tons per year. If the aid to North Korea is

included, total exports in 2005 amounted to 1.479 million tons and $292

million. Complex fertilizers are Korea’s largest export product, with the

majority of exports going to Southeast Asian nations including Thailand,

Malaysia and Indonesia. Fertilizer aid to North Korea began in 1999 with

155,000 tons, with  nearly 300,000 tons of fertilizers shipped to the North

every year since then, and the aggregate sum of the aid since the first shipment

amounted to 2.225 million tons in 2006.

Major raw materials for fertilizer production, including potassium

chloride and natural calcium phosphate, are almost totally dependent on

imports, and urea imports began in 1989 following the rationalization of the

fertilizer industry. Excluding ammonia, fertilizer material and intermediary

ingredient imports amounted to $420 million in 2005.

Fertilizer Exports by Year

Note: Aid to North Korea is included.

Source: Korea Fertilizer Industry Association, Fertilizer Almanac for each year

Figure 4-13
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3.2.2. Changes in Fertilizer Prices and Distribution Policies

The government established a special fertilizer account in 1962 to

provide farms with fertilizers at below market prices, the difference of which

was paid through the funds in the account. The fertilizer market was

liberalized in January of 1988 to reduce the government’s financial burden and

enhance fertilizer production and distribution by promoting market forces.

Thus, the deficiencies from fertilizer subsidies were absorbed by the fertilizer

account, while the NACF (National Agricultural Cooperative Federation)

created its own fertilizer supply plan to determine optimal purchasing and

selling prices.

The liberalization of the fertilizer market and the involvement of the

NACF in the supply management led to a significant increase in  supply and

distribution efficiency. Inventories were greatly reduced, logistics and

warehousing costs fell, and more private dealers began to enter the retail

market and create services competitive against the NACF.

The liberalization of the market did not create radically new distribution

systems. Chemical fertilizers are fully controlled by the NACF, and the

organization takes up a less than 50% share of the horticultural fertilizer

market. The NACF’s share of the total fertilizer market in 2005 was 92%.

NACF’s Fertilizer Market Share (by volume)

unit: %

Source: NACF. Fertilizer Industry Statistics, 2006

Table 4-20

Classification 2000 2001 2002 2003 2004 2005

Chemical fertilizer 100.0 100.0 100.0 100.0 99.8 99.8

Fertilizer for horticultural use 54.5 54.4 53.9 51.3 49.5 48.4

Other fertilizer 93.1 90.7 55.3 47.4 77.5 91.1

Total 94.1 92.6 73.1 68.2 85.6 92.2
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3.2.3. Fertilizer Industry Outlook

The abolition of the subsidy system, rising material prices, and falling

demand for chemical fertilizers have reduced sales and depressed profitability

in the fertilizer industry. Changes in the industry’s environment at home and

abroad, rather than internal reasons, are responsible for these trends. While

fertilizer consumption in developing countries is on the rise, advanced

industrialized nations tend to use less fertilizer. Skyrocketing oil prices have

driven raw material costs to record highs, and the world fertilizer market has

become unstable in recent years. 

The launch of the WTO and worldwide changes in subsidy policies led to

the abolition of price support systems in Korea in 2005, and the rising

popularity of environmentally-friendly and organic foods as well as the

concern for food safety has resulted in a turning point for the fertilizer industry.

The demand for chemical fertilizers has fallen while environmentally-friendly

fertilizers have become popular. Industrialization and urbanization, the aging

farm household population, and rising food imports have led to the contraction

of domestic agricultural production, which will inevitably lead to a falling

demand for fertilizers.

The fertilizer aid to North Korea that began in 1999 seemed to create a

new demand, but fertilizer importers including Thailand, Vietnam, the

Philippines and Indonesia began to expand their fertilizer production and

reduce their reliance on imports. These external and internal changes have led

to calls for increasing the competitive capabilities of the fertilizer industry.

The industry needs to diversify its business operations in order to respond

to these environmental changes and achieve stable growth. Diversification

must be pursued in the direction of maximizing synergic effects and it can be

more efficiently undertaken under the premises of human resource structure

reform and adoption of new business management systems. Efficiency and

competitiveness must be enhanced through restructuring. Each fertilizer

company must also restructure itself to create an optimized production

structure and develop most competitive fertilizers. In response to the falling
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market demand for chemical fertilizers, it must expand the development and

production of environmentally-friendly  fertilizers.

3.3. Seed Industry

3.3.1. The Seed Market and Related Policies

The seed industry is responsible for developing new crops and ensuring

the steady supply of existing crops. The Korean seed market is estimated to be

520 billion won in size. The vegetable seed market is the largest at 150 billion

won or 28.7% of the total market, followed by the floriculture market at 110

billon won and the seedling market at 100 billion won (Table 4-21).

In the 1990s, large international seed and plant genetics corporations

have begun to realize the future potential of the seed industry and began to

acquire small seed companies or enter into various partnerships. The entry of

foreign seed corporations into the Korean market began in earnest in around

the financial crisis of 1997 and 1998 when Korea’s major  vegetable seed

companies were acquired by foreign companies. In terms of market share,

foreign companies controlled 65% of the market in 1997, with domestic

companies controlling the remaining 35%. However, the rise of Korean seed

companies after the financial crisis, including Nongwoo Bio and Koregon, has

enabled Korean companies to increase  their share of the market to 53% by

2005.

Korean Seed Market (2005)

unit: 100 million won, %

Source: Korea Seed & Variety Service

Table 4-21

Food Vegetables Floriculture Fruits Medicinal and
special crops Feed Mush-

rooms Seedlings Total

Market
size 500 1,500 1,100 400 100 200 400 1,000 5,200

Percentage
of total 9.6 28.9 21.1 7.7 1.9 3.9 7.7 19.2 100
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Until 1997, the Korean government’s seed management policy was

defined by the “Major Crop Seed Act” that oversaw important grain crops and

the “Seed Management Act” that oversaw other seed- and plant-related

enterprises (Table 4-22). International intellectual property rights began to be

applied to the seed industry after the 1990s. In response, the government

established the integrated “Seed Industry Act” in 1998 to deal with these

changes in the international market and enhance the competitiveness of the

domestic industry.

At present, the supply ratios of domestic seeds are high at 95% for food

crops, 90% for vegetables, and 80% for special crops. However, only 20% of

fruit seeds and 5% of floriculture seeds are of Korean origin. The use of

foreign seeds entails the payment of royalty fees, which increase the operating

costs of farms. Foreign fruit varieties tend to be older and relatively free from

royalty payments, but the majority of flowers grown in Korea involve royalty

payments to foreign owners of the varieties.

Korea’s Seed Management SystemTable 4-22

Major grain seeds Commercial seeds

Items

Rice, barley, wheat, beans, potatoes,
sweet potatoes, corn, red beans,
peanuts, mung beans, sesame seeds,
wild sesame seeds, rapeseed

Vegetables, flowers, fruits,
mushrooms

Related
regulations

Before 1998 Major Crop Seed Act Seed Management Act

Since 1998 Seed Industry Act

Seed breeding agency Public research institutes Public and private research
institutes

Genetic resource preservation Rural Development
Administration

Rural Development
Administration, private sector

Seed production Korea Seed & Variety Service Private sector

Seed distribution Korea Seed & Variety Service Private sector
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3.3.2. Seed Supply 

The production amount of vegetable seeds, largely led by the private

sector, amounted to 1.65 million kg in 2005, a slight increase compared to the

previous few years. However, the overall production of vegetable seeds has

been on a downward trend since 2000 due probably to the decreasing

vegetable cultivation since the mid-1990s. Radishes take up the largest share in

vegetable seed production with over a 50% share, followed by cabbage,

spinach and other leaf vegetables.

Vegetable seeds are supplied from domestic and oversea production, with

70% of total vegetable seeds coming from overseas. Thus, an expansion in

vegetable seed production does not necessarily benefit farm income. Increase

in domestic seed production is crucial  to generate real income for Korean

farms, which will require government support.

Nursery stocks of fruits have been developed by the Rural Development

Administration, and virus-free stocks are supplied to local extension agencies

or private growers. While foreign varieties make up the majority of fruit

production in Korea, the development of domestic apple and pear varieties has

led to larger shares of the market, and private growers have also developed

new varieties of peaches.

The majority of floriculture seeds are foreign varieties. Only 13 varieties,

including roses and orchids (Aerides japonicum), have been registered by

domestic private companies and individual growers, and the market share of

the domestic varieties, excluding cacti, is extremely low. The royalties paid for

flower seeds are estimated to total approximately 5 billion won per year, and

they are expected to increase following the envisaged expansion of protected

plants in the future. 

Seed exports mainly consist of vegetable seeds, which account for 90%

of total exports. The seed exports to Japan, China, India and the United States

comprise 73.4% of total exports, and the seeds of chili pepper, radish, cabbage

and lettuce account for 86.2% of total exports. Seed exports in 2005 were $17

million. The government plans to increase seed exports to $100 million by
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2015, and is preparing a number of policies to help the industry reach this goal.

The seed imports in 2005 were $40 million, implying a trade deficit.

Floriculture and feed seed imports were responsible for 74.1% of total imports.

The proximity of large markets such as China and India and the high

popularity of Korean seed varieties indicate the possibility of the industry’s

future growth as an export leader.

3.3.3. Outlook and Issues

The seed industry provides one of the

most fundamental elements of agricultural

production, and it will likely develop into a

technology-centric bio-engineering  industry

of the future with high value added. As the

genetic resources of seeds and varieties

become intellectual properties and owners

achieve commercial control, the importance of

the industry is becoming increasingly evident.

With respect to the development of crop

varieties, paddy rice has achieved a high

degree of seed development, while upland

crops are  still at the global average level. In the case of leaf, root and fruit

vegetables, seed development is assessed to  be standing midway between the

advanced country and international average levels. Radish, cabbage and chili

pepper, in particular, have reached the advanced country level in breeding

technologies. Fruit and mushroom development is around the global average,

whereas the level of breeding for new flower varieties is below the global

average.

In the development of seed varieties using bio-engineering technology,

Korea still lags behind advanced nations, and the country especially lags

behind in the development and utilization of molecular marker technologies.

Despite the importance of the seed industry in agriculture and the

Seed Laboratory
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national economy, technology development levels are still relatively low, and

few support structures are available for the development of new crop seeds.

The government announced its long-term seed industry development plan in

September 2006, and it plans to expand domestic crop development and

distribution and create an active export industry using bio-engineering and

other cutting-edge technologies. The government plans to provide 1,333.1

billion won in total financial support over the next ten years to fund the

development of private research projects, strengthen molecular seed

development, and support the development of new and high-quality seeds and

varieties to counter the rising imports in an increasingly liberalizing market.

제4장2~3절-최종  1904.6.26 8:56 PM  페이지270   9600/233三綱五倫 가상 프린터 2400DPI 200LPI  W



Agriculture-related Industries 271

Section 4. Agricultural Trade

Agricultural trade in Korea has gone through many changes from its

focus on exports in the 1950s to becoming import-oriented today. During the

1950s, primary commodities played an important role as a source for acquiring

foreign currencies. However, subsequent to the 1960s in which an economic

development strategy of industrialization and export-orientation started to be

implemented, the relative de-industrialization of agriculture deepened. In

addition, the share of agricultural products in Korea’s exports decreased

significantly, falling from over 40% in the early 1960s to less than 1% today.

Agriculture trade policy has been one of the many factors behind such

change in agriculture trade. During the 1960s and 1970s, agricultural export

promotion policies were actively implemented as part of the government’s

export-oriented economic policy. During the 1990s, the need for agricultural

export promotion policy increased even more as liberalization in the

agriculture market expanded. On the other hand, the need for import regulation

policies also increased in line with the liberalization. However, trade policy

regulations are gradually being lifted according to the WTO rules resulting

from the conclusion of Uruguay Round (UR) of negotiations.

4.1. Liberalization of Agricultural Market in Korea

4.1.1. Prior to Uruguay Round Negotiations

Korea has continued to implement a market liberalization policy since the

economic development was started in full scale in the 1960s. A key market

liberalization policy of the 1960s was the conversion of Korea’s import

restriction regulations from a positive list system to a negative list system. In

the late 1970s, import liberalization measures were further accelerated as the

Korean economy achieved an export target of US$10 billion in 1977 driven by

its outward-oriented growth policy. Such growth led to an increase in foreign

currency reserves, which, in turn, increased pressures from foreign countries to
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liberalize its imports. Accordingly, the government finalized its import

liberalization plan in 1978 and implemented substantial measures for import

liberalization. As part of such measures, Korea opened its markets to 162

agricultural products in 1978 and 1979 to and increased its import

liberalization rate from 53.8% to 68.6% (based on number of items).

Coming into the 1980s, market liberalization was further expanded with

1) the introduction of the import liberalization pre-notification system in 1984,

2) conclusion of the Korea-US trade negotiations in 1988, and 3)

discontinuance of the application of the GATT’s balance of payments clause

(a.k.a. BOP graduation) in 1989. In particular, market liberalization in the

1980s was mainly targeted at agricultural products. Other measures

implemented also included disuse or relaxation of import-export

recommendation system, import-export link system, and actual demand

system. Such actions all represented market liberalization measures that

brought about import expansion as opposed to exports so as to accelerate the

liberalization of the domestic agriculture market.

With the conclusion of the Korea-US trade negotiations in 1988, Korea

opened its markets to 243 agricultural products during the period between

1989 and 1991. During 1986~1989, Korea’s balance of payments recorded

surpluses that led to increased import liberalization. In line with Korea’s

surplus in balance of payments, GATT requested for consultations with Korea

to determine whether to continue to apply Clause B of Article XVIII of the

GATT to Korea. As a result, Korea agreed to discontinue its application of the

clause in October 1989. According to its agreement with GATT, Korea

implemented its schedule to liberalize its import restriction items (273 items

a.k.a. BOP items) in two phases over a 6-year period from 1992 to 1997 that

was pre-notified on the import & and export periodic bulletin.

The pre-notification also called for imports subject to market

liberalization to be evenly opened up each year in terms of its numbers.

However, as the Uruguay Round of negotiations were concluded during the

implementation period of the initial pre-notification plan (1992~1994), import
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items included in the second phase of the plan adhered to the agreements of

the UR negotiations. In effect, market liberalization rate in the agriculture,

forestry and fisheries sectors increased significantly in line with the gradual

import liberalization pre-notification plan, rising from 76.1% in 1989 to 84.7%

in 1991 as a result of the 1989~1991 pre-notification plan following the

Korea-US trade negotiations. The rate further increased to 92.1% in the

1992~1994 schedule plan as the application of GATT’s BOP clause was

discontinued (agriculture and forestry market liberalization rate in 1994 was

93.7%).

4.1.2. Result of the Uruguay Round Negotiations

The conclusion of the UR negotiations resulted in the acceleration of

overall reforms and liberalization in the agriculture sector both domestically

and internationally. Korea gradually opened up its agriculture and forestry

markets, with the exception of the rice market, as a result of the UR

agreements. Of the 1,513 agriculture and forestry products in 1995, 1,466

products were automatic import approval items, equating to an import

liberalization rate of 95.6%. The rate rose to 98.5% in 1998 with the partial

opening of the fruit, vegetable and livestock markets in 1996 and 1997. In

1998, 1,620 out of a total of 1,644 agricultural products fell under automatic

import approval items. The 24 items that were not subject to automatic import

approval were products related to rice and beef. With the liberalization of beef

imports in 2001, only 16 rice-related products were not subject to automatic

import approval. As a result, Korea maintains an agriculture and forestry

product import liberalization rate of 99.1% subsequent to 2002. In the case of

forest products, all 224 products have been liberalized subsequent to 1995.

New concession duties were set for 108 BOP items as a result of the UR

negotiations. The custom duties imposed on products included in this list range

anywhere from 9.6% to 946.6%. Dairy products, spice vegetables, fruits, nuts,

oil crops, and maniocs fell under this category. Among the BOP items, import

quotas were maintained, while simultaneously raising custom duties, for a
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specified period for concession items. At the same time, imports were

liberalized for non-concession items by setting ceiling binding tariffs. In

implementing the UR agreements, Korea maintained its developing country

status, which allowed for tariff reductions at an average rate of 24% (2/3 level

of industrialized countries) over 10 years beginning 1995. Korea expanded its

products subject to state trading and mark-ups to 97 items in the UR

agreements, while also designating 63 new items as subjects for specific

dutiestariffs.

As a measure to expand market access beyond tariffication and tariff

reduction, Korea introduced and subsequently increased market access quotas.

Accordingly, minimum market access (MMA) quotas for rice imports were

expanded from initially 1% of domestic consumption in 1995 to 2% in 1999

and 4% in 2004. MMA quotas for barley, sweet potatoes and potatoes with

imports less than 3% of domestic consumption (based on an average over

1986~1988 period) were increased from initially 3% of domestic consumption

in 1995 to the 5% level in 2004. On the other hand, Korea also implemented

its UR agreements to guarantee or expand current market access (CMA)

quotas for import items exceeding 3% of domestic consumption that include

soybeans, corn and peanuts.

Livestock products consist of mostly BOP items that were liberalized at

higher tariff rates, through tariff increases or ceiling binding tariffs, than the

effective rates imposed prior to their liberalization. Korea was able to impose

import restriction measures on beef up until 2000, but subsequently agreed to

full liberalization at a tariff rate of 41.2% in 2001. However, duties on beef

were raised from pre-UR levels of 20% to 44.5%. The 44.5% duty on beef

was reduced by 10% over 10 years (1995~2004) to 40% in 2004. Beef quotas

were also expanded from 106 thousand tons in 1995 to 225 thousand tons in

2000, with complete liberalization subsequent to 2001.

The market for pork has been fully open since July 1997 after a series of

tariff and import quota increases. In particular, custom duties were raised from

25% prior to the UR agreement to 37% only to be reduced by 1.2% every year
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to 25% by 2004. Import quotas were increased from 22 thousand tons in 1995

to 180 thousand tons in the first half of 1997. Market liberalization for chicken

products took a similar path as pork. In the case of most dairy products, the

market was fully opened beginning in July 1996 after a period of ceiling

binding tariffs and import quota increases.

Some fruits and vegetables categorized as BOP items that had been

protected by import restriction measures prior to the UR negotiations became

open to imports subsequent to 1995 through increased duties via ceiling

binding tariffs. However, market liberalization for oranges, orange juice,

tomatoes and apple juice was postponed one to one and a half years to begin

its market liberalization in 1996 (in the case of grapes and apple juice) or July

1997. On the other hand, there were also items that were liberalized at low

tariff rates without any tariff increase measures, namely grapes, grape juice,

apples, apple juice and other fruit juices. Key spice vegetables such as peppers,

garlic and onions were liberalized from 1995 with increased duties imposed

through ceiling binding tariffs.

4.1.3. Liberalization of Rice Market

In the UR negotiations, Korea opted to choose MMA quotas over

tariffication in opening its rice market. While the principle of removing non-

tariff barriers was decided at the UR negotiations, high tariffs (tariff

equivalents) amounting to the price difference between domestic and overseas

markets were also recognized to minimize the adverse effects of liberalization.

However, several countries including Korea and Japan chose to grant a certain

amount of rice quotas and discuss tariffication at later negotiations as opposed

to accepting tariffication and the removal of non-tariff barriers.

Annex 5 of the WTO Agreement on Agriculture, which provides the basis

for rice negotiations related to Korea, states that “any negotiation on the

question of whether there can be a continuation of the special treatment shall be

initiated and completed within the time-frame of the last year of the

implementation period, and if it is agreed that a Member may continue to apply
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the special treatment, such Member shall confer additional and acceptable

concessions as determined in that negotiation.” While there are cases in which

member countries that received special treatment have converted to tariffication

(example: Japan and Taiwan), there have not been any instance of negotiating

for the continuation of special treatment as with Korea. Korea notified to the

WTO Secretariat on its intentions to commence negotiations on rice on January

21, 2004. Stakeholder members were directed to communicate their intent to

negotiate to both Korea and the WTO Secretariat to begin the negotiations on

issues related to rice market liberalization.

A total of 9 member countries notified their intent to participate in the

negotiations-U.S., China, Thailand, Australia, India, Pakistan, Argentina,

Egypt and Canada. With initial talks with the U.S. started on May 6, the rice

negotiations were concluded through a series of over 50 consultations

including 9 with the U.S., 6 with Thailand, 7 with Egypt and 5 with India.

The agreement of the negotiations notified to the WTO is as follows:

1⃞ Continuation of delayed tariffication: 10 years from 2005 to 2014
- Multilateral interim review of the status of implementation in the fifth

year of implementation period, i.e., 2009
- Retention of right to convert to tariffication at any time during the

extension period

2⃞ Mandatory import quota: Equal increase annually from 225,575 tons in 2005
(4.4% of 1988~1990 consumption) to 408,700 tons in 2014 (7.96% of
consumption)

3⃞ Method of mandatory quota import: Continuation of state trading,
provided that 10% of quotas in 2005 are sold to the market with its
increase to 30% in 2010 to be maintained until 2014

4⃞ Allocation of country quotas for current imports to 4 member states-U.S.,
China, Thailand and Australia-reflecting imports during 2001~2003,
while operating new import quotas on a most-favored nations basis

- Country quotas: China 116,159 tons, U.S. 50,076 tons, Thailand 29,963
tons, Australia 9,030 tons
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4.1.4. Participation in WTO/DDA Negotiations

The UR agreements were implemented separately by industrialized

countries and developing member states. The period for implementation was 6

years ending in 2000 for industrialized members and 10 years up to 2004 for

developing economies. In line with such implementation schedule, the WTO

initiated a new market liberalization plan, launching the Doha Development

Agenda (DDA) at the Ministerial Conference in Doha, Qatar in November

2001.

Negotiations in the agricultural sector were already in progress according

to the UR agreements, irrespective of the launch of DDA negotiations. Article

20 of the UR agreement on agriculture refers to the next round of negotiations

by stating that “recognizing that the long-term objective of substantial

progressive reductions in support and protection resulting in fundamental

reform is an ongoing process, Members agree that negotiations for continuing

the process will be initiated one year before the end of the implementation

period...”Accordingly, agriculture negotiations in the WTO were started at the

March 2000 conference as stipulated by Article 20 of the Agreement on

Agriculture. The WTO negotiations on agriculture, which have been discussed

as a built-in agenda of the UR agreements, have developed in part into

multilateral negotiations with the launch of the DDA negotiations in

November 2001.

DDA negotiations are currently moving towards a mutual agreement that

DDA Negotiation (Geneva)
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has progressed through the stages of 1) Chairman Harbinson’s first draft of the

detailed principles announced in February 2003, 2) draft Cancun ministerial

declaration adopted in September 2003, 3) agreement on the framework

achieved in August 2004, 4) draft ministerial declaration announced in Hong

Kong in November 2005, and 5) Chairman Falconer’s draft on modalities in

July 2007. Korea, on its part, is actively participating in such multilateral

negotiations, focusing its efforts to reflect the current situation of the domestic

agricultural sector in response to the global trends in market liberalization.

Domestically, Korea is devising support measures in response to the

conclusion of DDA negotiations, while also expanding its financial support

and investment in agriculture.

4.1.5. Market Liberalization through FTA Negotiations

Korea shifted its international economic policy towards further market

liberalization subsequent to the financial crisis in the late 1990s. As part of its

new policy, Korea actively pursued regionalism through FTAs and bilateralism

in addition to its existing trade policy centered around the WTO and

multilateralism. This, in effect, meant a policy shift towards utilizing FTAs as a

means to revitalize the economy by 1) corresponding to the global expansion

of FTAs, 2) improving international perception, 3) expanding foreign capital

inflows and 4) exploiting new export markets. Subsequent to its policy

conversion, Korea has simultaneously pursued FTAs with numerous countries

coming into the 2000s.

Since its first FTA with Chile, Korea has actively sought to conclude

regional agreements with Singapore, European Free Trade Association

(EFTA) and ASEAN. The Korea-US FTA was agreed upon in June 2007 and

is awaiting parliamentary ratification as of 2008. Korea is also currently in

talks with the European Union (EU), Canada, India, Mexico and Japan. The

Korea-China FTA, which is expected to have the greatest impact on Korea’s

agriculture, will soon be at crossroads to decide as to whether to enter into

official negotiations once the joint research is completed in early 2008. Such
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bilateral negotiations have accelerated the liberalization of the agriculture

market. Accordingly, both farmers and the government are also actively

responding to such changes. The results of the recently concluded negotiations

with the US and ASEAN are as follows.

The initiation of negotiations on the Korea-U.S. FTA was declared in

February 2006. From June 2006 to March 2007, a total of 8 rounds of trade

negotiations took place with subsequent high level meetings being held to

finally reach an agreement in June 2007. The total number of items subject to

negotiations in Korea’s agriculture sector was 1,531 with tariff concessions

agreed on in 16 basic forms-immediate, 2 years, 3 years, 5 years, 6 years, 7

years, 9 years, 10 years, 12 years, 15 years, 16 years, 17 years, 18 years, 20

years, specific date and exceptions. When the seasonal custom duties, non-HS-

code-based split HS code based concessions, and the quotas provided in the

agreement are taken into account, it could be thought that diverse methods of

tariff concessions were adopted in the FTA. Korea’s items subject to short-

term custom duty elimination total 934, comprising 61% of all items and 68%

on the basis of import amountvalue. Among the short-term items, 578

products are subject to immediate customtariff elimination, constituting 37.8%

of the total (based on 1,531 items) and 55.8% on the basis of import

amount.value.

Despite the high proportion of items subject to short-term customtariff

elimination in the agricultural sector, Korea was able to include most of its

sensitive agricultural products as long-term tariff elimination items. The item

groups that have a low share of short-term tariff elimination obligations

include meat products (short-term proportion of 7%), dairy products (8%),

cereal flours & and starch (36%), vegetables (40%) and fruits & and nuts

(40%). In particular, the number of long-term tariff elimination items out of the

93 meat products (HS-2) reaches 73, while 47 HS-4 items (mostly dairy

products) out of a total of 51 are subject to current levels of custom duties or

tariff elimination over 10 years or more.

While 53% of HS-code 10-digit items (grains) are subject to short-term
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customs elimination, rice, which was classified as Korea’s most sensitive

product (16 items based on 10-digit HS code), was set aside as a special

treatment item that is not subject to complete liberalization for tariff

elimination and quotas. Meanwhile, all of the 25 tobacco items based on the

10-digit HS code were categorized products subject to long-term tariff

elimination. In addition, the share of items subject to short-term customs

elimination for prepared meat products (HS-code 16) was also very low at 4%.

The FTA talks with ASEAN (Association of Southeast Asian Nations)

commenced with the initial negotiations conducted on February 1, 2005. The

negotiation on trade in goods was concluded at the 11th meeting held in April

2006 and came into effect in June 2007. In the agriculture area, Korea is not

expected to be significantly affected by the FTA as either most of the sensitive

items were excluded from the market liberalization measure or the range of its

market liberalization was reduced to a minimum. A total of 71 items (based on

10-digit HS code) including rice, beef, pork, chicken, red peppers, garlic,

onions, tangerines, pineapples and bananas were excluded from the tariff

elimination list. Meanwhile, the duties on major items such as apples, pears

and oranges with the current tariff rates of 50% or lower were agreed to be

maintained at under the 50% level up until 2016, which is almost the same as

excluding these items from tariff elimination schedules in real effect.

Conclusion of KOR-US FTA
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4.2. Agricultural Exports

4.2.1. Exports by Item

Korea’s trade in goods increased from US$33 million in 1960 to US$325

billion in 2006. The growth rate of agriculture exports (including forestry

products) during the period accounted for less than one fourth of the overall

export growth rate in the same period, increasing from US$10 million to US$

2.3 billion. Accordingly, the portion of agriculture exports in total exports has

also fallen drastically since the early 1960s. The share of agriculture exports in

total exports peaked in 1962 at 43.1%, but has dropped considerably to 16.2%

in 1970, 6.7% in 1980 and to 2.2% in 1990. Coming into the 2000s, the

percentage has continued to fall to 0.9% and 0.7% in 2000 and 2006,

respectively.

With the passage of time, Korean exports of agricultural products have

undergone many changes. During the 1950s and 1960s, major agricultural

exports included rice, cocoons, ginseng and tobacco. In the 1970s, canned

mushrooms, chestnuts, pine mushrooms, arrowroot wallpaper, and oriental

medicine herbs emerged as new export items while rice exports decreased

sharply. Since the 1980s, the exports of fruits, vegetables (kimchi, bell peppers,

cherry tomatoes, eggplants, etc.), processed foods, pork and floricultural

products, along with Korean traditional products such as ginseng, tobacco and

chestnuts, increased significantly to diversify Korea’s export products.

Korean Agricultural Products Marketed in Overseas
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Since the 1990s, fruits, vegetables, flowers and pork have emerged as

new export items. The export of these products has been actively promoted by

the government as they provide high values added and have a higher potential

for exports. In particular, the exports of traditional Korean foods such as

kimchi and soy fermented products, which have a direct impact on farm

household income, together with greenhouse vegetables and floricultural

products have recently increased. Major fruit exports include apples, pears and

tangerines, while cucumber, tomatoes, onions, eggplants, carrots and kimchi

are the main vegetable exports. The key export items of floricultural products

include roses, lilies, chrysanthemum, cactus and orchids.

While agriculture exports declined in the early 1990s and also in the late

1990s during the financial crisis in Korea and other Asian countries, the

exports has showed a steady increase outside these periods. During the recent

10 years (1997~2006), agricultural exports increased at an annual average of

3.1%. In 2006, the agricultural exports of US$100 million or higher included

tobacco products (US$350 million), vegetables (US$200 million), snacks

(US$200 million), alcoholic beverages (US$190 million), noodles (US$170

million), sugar products (US$150 million) and coffee products (US$130

million). The export items of US$30 million or higher included fruits (US$98

million), floricultural products (US$40 million), feeds (US$36 million), sauces

(US$95 million), cocoa products (US$30 million), ginseng products (US$89

million), beverages (US$43 million) and dairy products (US$31 million). The

major export items of forest products include chestnuts, pine mushrooms and

fiberboards.

Korea has a fundamentally disadvantageous environment for growing and

exporting grains and large livestock due to its limited cultivation area.

Accordingly, Korea has focused on expanding exports of garden products. Over

the past 10 years (1997~2006), vegetable exports increased by 2.5 fold while

the growth rate of agricultural exports remained at 30%,. Such an increase in

the export of vegetable products has been mainly attributed to the exports to the

Japanese market. As Japan is geographically a neighboring country and there 
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Korea’s Agricultural Exports

Source: Ministry of Agriculture and Forestry, Agriculture & Forestry Major

Statistics, 2001, 2003, 2007.

are no big problems related with the quarantine of fresh agricultural products, it

is highly likely that Korea’s exports will increase. On the other hand, however,

the growth in fruit exports has been insignificant. It will even be harder for fruit

exports to increase without addressing the issues related with price

competitiveness and quarantine. In the case of floricultural products, the

possibility of Japan-bound exports rising is high given that quality improves.

4.2.2. Exports by Country

The major export markets for Korea’s agricultural products are Japan,

Russia, China, the U.S., and Hong Kong. Agriculture exports to these 5

countries represent around 70% of Korea’s total agricultural exports. Japan is

one of Korea’s biggest markets for agriculture exports. However, Japan’s

portion of Korea’s agricultural exports has sharply declined from 56% in 1999

to 28% in 2006, mainly due to the halt in the export of pork to Japan that once

exceeded one third of all Japan-bound agricultural exports in 1991 (US$ 94

million). The next important market for Korea’s agricultural exports is the U.S. 

Table 4-23

Year Agriculture
Products Vegetables Fruits Livestock

Products
Forestry
Products Total

1997 1,188 78 64 320 251 1,759

1998 1,002 103 39 389 245 1,635

1999 1,003 165 36 408 269 1,680

2000 1,134 186 45 144 255 1,532

2001 1,252 190 56 118 210 1,580

2002 1,375 169 83 99 167 1,640

2003 1,563 194 71 120 177 1,860

2004 1,759 230 86 163 164 2,085

2005 1,899 231 121 173 150 2,222

2006 2,008 204 98 172 124 2,304
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Agricultural Exports of Korea by Country

unit: US$ million

Note: Figures in parentheses depict percentage of total.
Source: Ministry of Agriculture and Forestry, Agriculture & Forestry Major

Statistics, 2001, 2003, 2007.

Table 4-24

Japan US China Russia Hong Kong Others

1997 725
(41.2)

107
(6.1)

85
(4.8)

318
(18.1)

218
(12.4)

306
(17.4)

1998 783
(47.9)

116
(7.1)

77
(4.7)

145
(8.9)

160
(9.8)

354
(21.6)

1999 944
(56.2)

123
(7.3)

90
(5.4)

51
(3.0)

132
(7.9)

340
(20.2)

2000 697
(45.5)

145
(9.5)

118
(7.7)

74
(4.8)

134
(8.7)

364
(23.8)

2001 638
(40.4)

173
(10.9)

109
(6.9)

129
(8.2)

131
(8.3)

400
(25.3)

2002 590
(36.0)

214
(13.0)

130
(7.9)

134
(8.2)

107
(6.5)

465
(28.4)

2003 658
(35.4)

223
(12.0)

166
(8.9)

157
(8.4)

99
(5.3)

557
(29.9)

2004 729
(35.0)

285
(13.7)

214
(10.3)

175
(8.4)

119
(5.7)

563
(27.0)

2005 713
(32.1)

280
(12.6)

231
(10.4)

204
(9.2)

124
(5.6)

670
(30.2)

2006 651
(28.3)

282
(12.2)

260
(11.3)

208
(9.0)

146
(6.3)

757
(32.9)

Export Promotion at Food EXPO
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with a size of US$ 28 million (12.2% of total agricultural exports) in 2006.

Russia’s portion decreased from 18% in 1997 to 9% in 2006, while the exports

bound for China and Hong Kong are on the rise.

Fresh agricultural products such as chestnuts, pine mushrooms, kimchi,

cucumber, tomatoes, floricultural products and bell peppers comprise the main

bulk of exports headed for Japan. The exports to Russia are mainly processed

foods including snacks, bread, instant noodles, coffee and mayonnaise. China-

bound exports consist mainly of sugar, snacks, chewing gum, ginseng and

alcoholic beverages, while processed foods are exported to developing

countries. With respect to the US, fresh agricultural produce comprise only a

small portion of exports with noodles, snacks, soy fermented products and

pears constituting the main share. An obstacle to the exporting of fresh

agricultural products to the U.S. includes not only price competitiveness but

also physical distance, difference in eating patterns, and quarantine.

4.2.3. Export Promotion Policy

Korea’s export promotion policy was solidified and actively developed in

the 1960s and early 70s. However, the export policy for agricultural products

was pursued passively in the 1950s and 1980s compared to other periods.

Coming into the 1990s, a diverse range of export expansion policies were once

again introduced to respond to the globalization and liberalization trends in

agriculture. However, the Korean government was unable to implement

policies in the form of direct export subsidies due to the reinforced

international rules including the WTO regulations, and a monitoring system

that have been established as a direct result of the Uruguay Round trade

negotiations. Accordingly, the export promotion policies being implemented

today are mainly indirect export expansion policies aimed at providing

marketing support, information, and market entry assistance.

In the 1960s, the Korean government targeted export-oriented

industrialization as its goal and began implementing more aggressive outward-

looking economic policies. In the agriculture sector, export complex
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development plans were pursued. The government also established and

operated an agriculture price stabilization fund to mitigate the instability in

agricultural exports caused by unstable domestic production and prices. A

system of linking imports to exports (for example, importing bananas and

pineapples for the export of apples, or importing wool in exchange for

exporting tuna) greatly contributed to the increased trade in agricultural

products. The government also implemented a policy for the controlling of

export prices and shipment timing through a unified export channel.

Korea’s agriculture export promotion policies today are being

implemented through various new programs for overseas market penetration

and export information support based on its aggressive export assistance in the

1960s and 70s. In order to continuously increase agriculture exports, Korea has

recently reinforced and implemented comprehensive measures to 1) expand

production and distribution of agricultural export products and 2) penetrate

overseas markets. The government is also developing export complexes for

the continued supply of high-quality agricultural products for exports, while, at

the same time, providing support for overseas market penetration, distribution,

and export financing in its attempts to efficiently expand the exports of

agricultural produce.

As, market liberalization is being further accelerated in the new

millennium, the Korean government is strengthening its activities to penetrate

overseas markets so as to overcome the limitations posed by the shrinking

demand in the domestic market. As part of the activities, the government plans

to focus on promoting 30 major export products to increase farm household

income and expand the Korean food culture. Accordingly, the government

plans to increase the exports of agricultural foods products from US$2.5

billion in 2007 to US$4.0 billion by 2013 and to US$6.0 billion by 2017.

Taking into account the various environments surrounding existing

agricultural product exports and agricultural products with high future export

potential, the government also plans to expand the number of agricultural

export complexes, which are currently in operation for major items, from 148
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in 2006 to 180 in 2010 and 200 by 2013. It also aims to expand programs for

establishing stable sales channels by 1) fostering export-specialized producer

organizations supplying promising export products and 2) outsourcing

production to leading export companies. Through such export promotion

policies, the government plans to strengthen the environment for full-time

farmers to actively participate in agriculture exports.

The Korean government further plans to spread Korean food and Korean

food culture overseas centering on traditional and local native foods.

Accordingly, it is actively developing and supporting various programs, such

as the construction of a database on Korean restaurants overseas and PR

activities informing people overseas of the excellence of Korean food, to

contribute to the exports of Korean agricultural products. Overseas market

penetration programs are being implemented through the Korea Agro-

Fisheries Trade Corporation centering on the participation and marketing in

international food expos, dispatch of market exploration teams, and packaging

design development projects. It mainly participates in the food expos of major

export target countries of Korean agricultural products including Japan, the

U.S., China (Hong Kong), Russia, Brazil, Australia and Singapore. As part of

its overseas marketing efforts aimed at publicizing Korean agricultural

products in international markets and attracting buyers, the government is also

installing outdoor electric signboards in addition to the advertisements on

buses and in magazines and leaflets. It further produces and distributes

directories of promising export products and Korean exporting companies

every year for buyers.

4.3. Agricultural Imports

4.3.1. Imports by Item

Agricultural imports (including forestry products) increased from US$82

million in 1960 to US$13.3billion in 2006. However, its share of total imports

decreased from 24% in 1960 to 14% in 1980, 5.3% in 2000 and to 4.3% in

2006. Prior to the financial crisis in the late 1990s, agricultural imports
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increased steadily to reach US$10.9 billion in 1996. However, it fell to US$10.1

billion in 1997 when the financial crisis began and further decreased to US$6.4

billion in 1998. While agriculture imports began to pick up once again in 1998,

it was not until 2004 that it recovered to the pre-financial crisis levels.

The largest imports of agricultural products by Korea are food grains

(rice, barley, corn, soybean and potatoes). Grain imports were only 2 million

tons in 1970. However, by 1980, the amount of imports increased to 5 million

tons and exceeded 10 million tons in 1990. In 2006, 14 million tons of grains

were imported to Korea. With such a sharp increase in grain imports, the grain

self sufficiency rate remained at 28% in 2006. The major imported grains

include feed corn, feed wheat, wheat for human consumption, and soybeans.

Rice iImports increased every year according to UR agreements and 240

thousand tons were imported in 2006.

The largest import grain is corn. Corn imports have significantly

increased since the mid-1970s with the sharp rise in the demand for feed corn

driven by the increase in meat consumption. The size of corn imports was only

280 thousand tons in 1970, but it increased to 2 million tons in 1980, 6 million

tons in 1990, and 9 million tons in 2000. The amount of corns imported in

2006 was 8.6 million tons and they were imported mainly from the US and

China.

Wheat is imported for use as both feed and food. Feed wheat imports are

highly substitutable with domestic feed wheat and corn. Accordingly, large

Imported BeefImported Agricultural Products
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amounts of wheat are imported for feed use when international corn prices are

high. Currently, food wheat imports remain stable at 2 million ton levels. The

amount of wheat imports in 2006 recorded 3.6 million tons with 2.2 million

tons for human consumption and 1.4 million tons for feed. Wheat is mainly

imported from the US, Canada, Australia and Argentina.

Up until the 1960s, soybeans were supplied domestically. However, the

self-sufficiency rate of soybeans fell sharply from 85% in 1975 to 22% in

1985 and to 13.6% in 2006. On the other hand, the annual consumption of

soybeans per person increased from 6.4kg in 1975 to 9.1kg in 2006. Due to

such falls in self-sufficiency, coupled with increased consumption, soybean

imports grew from 60 thousand tons in 1975 to 11.5 1.2 million tons in 2006.

Soybeans are mainly imported from the US, Brazil, Paraguay and China.

Livestock Meat imports remained at minimal levels in the early 1970s.

However, it has reached 89 thousand tons in 1990 with the increase in beef

imports since the late 1970s. Subsequently, livestock meat imports continued

to grow, reaching 390 thousand tons in 2000 and 499 thousand tons in 2003. In

2004, it fell to 370 thousand tons in 2004 as beef imports from the US were

prohibited due to the bovine spongiform encephalopathy (BSE) that broke out

at the end of 2003. However, livestock meat imports recovered to 464

thousand tons in 2006, driven by rising pork imports as livestock meat imports

shifted towards pork in line with decreasing beef imports.

Fruit imports have increased substantially since the late 1980s due to the

effects of market liberalization, rising almost 10 times from US$36 million in

1990 to US$350 million in 2000. Fruit imports in 2006 reached US$710

million, increasing two-fold compared to 2000. Accordingly, its share of total

imports has climbed from 0.7% in 1990 to 4.1% in 2000 and 5.4% in 2006.

Major imported fruits include banana, pineapple, grape and orange. Bananas

are mainly imported from the Philippines, while the rest are brought in from

Ecuador, Taiwan and the US. Major suppliers of other fruits are the US for

orange, Chile for grape and the Philippines for pineapples.

Vegetable imports have increased relatively slowly prior to the 1990s, 
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Agricultural Imports of Korea

unit: US$ million

Source: Ministry of Agriculture and Forestry, Agriculture & Forestry Major

Statistics, 2001, 2003, 2007.

remaining at US$800 thousand in 1980 after rising from US$300 thousand in

1970. However, vegetable imports soared in the 1990s, reaching US$180

million in 1997 and US$410 million in 2006. Key import items include red

pepper, garlic and onion, which are on the rise centering on minimum market

access quotas. Recently, kimchi imports have been on the rise. Major spice

vegetables such as red peppers, garlic and onions are mainly imported from

China.

4.3.2. Imports by Country

The markets for Korea’s import of agricultural products are diversified

compared to exports. While 70% of total agriculture exports are focused on

top 5 countries, the share of top 5 countries in Korea’s imports is 55%. The

US, China, Australia, Indonesia and Malaysia comprise the top 5 agricultural

exporters to Korea. Indonesia and Malaysia mainly export forestry products. In

addition to the top 5 exporting countries, major exporters of agricultural 

Table 4-25

Year Agricultural
Products Vegetables Fruits Livestock

Products
Forestry
Products Total

1997 6,285 180 347 1,324 2,525 10,134

1998 4,664 138 194 756 983 6,403

1999 4,681 176 286 1,245 1,494 7,421

2000 5,105 187 349 1,679 1,667 8,450

2001 5,325 192 354 1,467 1,671 8,463

2002 5,702 196 419 1,949 1,934 9,584

2003 6,213 279 507 2,116 1,893 10,221

2004 7,445 361 564 1,775 2,020 11,220

2005 7,397 330 616 2,361 2,131 11,889

2006 8,117 412 713 2,749 2,462 13,327
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Agricultural Imports of Korea by Country

unit: US$ Million

Note: Figures in parentheses depict percentage of total.

Source: Ministry of Agriculture and Forestry, Agriculture & Forestry Major

Statistics, 2001, 2003, 2007.

products to Korea include Japan for cigarettes, Thailand for cane sugar and

coffee, and Brazil for soybeans, soybean meals, coffee and oranges.

In 2006, the US exported US$2.83 billion worth of agricultural products

to Korea comprising a 21.2% market share. The US share of the Korean

market declined from 30% levels in the late 1990s to 20% levels in 2006 due

to the significant effects of import restrictions on US beef resulting from the

outbreak of BSE. China has the second largest share of Korea’s agriculture

import market next to the US. China’s agriculture exports to Korea were

US$2.2 billion in 2006 to record a market share of 16.5%, which both

continue to rise. Australia exported US$1.7 billion in agricultural products to

Korea in 2006, increasing over 2 times over 1997. A major driving force

behind Australia’s increase in agriculture exports to Korea is the decline in US

Table 4-26

Year U.S. China Japan Australia Indonesia Others

1997 3,053
(30.1)

1,208
(11.9)

226
(2.2)

696
(6.9)

484
(4.8)

4,467
(44.1)

1998 2,104
(32.9)

748
(11.7)

100
(1.6)

559
(8.7)

431
(6.7)

2,461
(38.4)

1999 2,500
(33.7)

748
(10.1)

166
(2.2)

667
(9.0)

407
(5.5)

2,933
(39.5)

2000 2,433
(28.8)

1,393
(16.5)

217
(2.6)

776
(9.2)

366
(4.3)

3,265
(38.6)

2001 2,371
(28.0)

1,098
(13.0)

207
(2.4)

665
(7.9)

360
(4.3)

3,762
(44.5)

2002 2,471
(25.8)

1,601
(16.7)

203
(2.1)

802
(8.4)

327
(3.4)

4,180
(43.6)

2003 2,740
(26.8)

2,062
(20.2)

214
(2.1)

804
(7.9)

332
(3.2)

4,069
(39.8)

2004 2,745
(24.5)

1,511
(13.5)

219
(2.0)

1,199
(10.7)

302
(2.7)

5,244
(46.7)

2005 2,199
(18.5)

2,217
(18.6)

200
(1.7)

1,360
(11.4)

255
(2.1)

5,658
(47.6)

2006 2,826
(21.2)

2,199
(16.5)

213
(1.6)

1,657
(12.4)

551
(4.1)

5,881
(44.1)
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beef imports in Korea. Japan maintains US$200 million in agriculture exports

to Korea, but it is losing market share.

4.3.3. Import Regulation Policies

Similar to export promotion policies, import regulation policies are also

being reduced with market liberalization. The importance of import regulation

policies for Korea increased as agriculture imports significantly grew in the

early 1980s. However, such policies have been substantially lifted subsequent

to the UR negotiations. If the ongoing WTO’s DDA negotiations are to be

implemented, import regulation policies are expected to disappear on the most

part.

One of the key import regulation policies implemented in Korea in the

1950s was the import quota system that determined the amount of individual

items approved for import according to the government’s semi-annual trade

plan. After the government’s announcement in 1956 to classify imports into

automatic approval, restricted, and embargoed items according to the

government’s trade plan, the system was implemented without any significant

changes until 1960. The import license

system, which only applied to restricted

import items, was used as a means to

regulate imports. In December 1957,

Korea’s trade system was substantially

revised with the enactment of the

International Trade Act that replaced the

ordinances of the US military, the

president and the commerce ministry.

During the 1960s and 70s, various

import programs were implemented to

regulate imports, such as the designation

of import items and volume control

according to the semi-annual trade plan, Inspection of Imported Food
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temporary special duties, and the import-export link system. The regulation of

the number and quotas of automatic import approval items under the semi-

annual trade plan was one of the most effective ways to control imports. In

fact, it acted as an effective policy in inhibiting imports despite a series of

exchange rate increases. The negative list system that was introduced in 1967

brought about a significant change in the import regulation policy of

agricultural products and, in turn, provided an opportunity to make a shift into

an open economy system. Tariff rates were adjusted downward every 2~3

years to achieve market liberalization based on both quota regulation and tariff

reductions.

While there were other continued import liberalization measures

subsequent to the introduction of the negative list system, it was not until 1978

that full-fledged liberalization measures were accelerated. The government

finalized its import liberalization plan as a result of international pressures to

open the domestic market, which had lead to the liberalization of 162 import

items in 1978 and 1979. In the mid-1980s, the import liberalization pre-

notification system was introduced as liberalization expanded into the overall

domestic industry through the abolition or relaxation of the import-export

recommendation system, the import-export link system and the ‘actual

demand system.’ In 1988, 243 agricultural, forest and fisheries products were

liberalized as a result of the Korea-US trade negotiations. During the period

between 1992 and 1994, Korea further opened its market to 131 agricultural,

forestry and fisheries products according to the initial import liberalization pre-

notification plan due to the discontinuance of the application of GATT’s

balance-of-payments clause. Since the implementation of the 1995 UR

agreement on agriculture, most of Korea’s agricultural products have been

open to imports. As of 2007, only the rice market has not been liberalized, but

it does not maintain any special import restrictions except for custom duties.

Overall, the level of Korea’s agricultural custom duties is significantly high.
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4.4. Outlook and Implications

The liberalization of Korea’s agricultural market is expected to be further

accelerated as 1) it is likely that WTO will reach an agreement on DDA

negotiations and 2) as Korea aggressively pursues FTA negotiations. Even if

Korea maintains its developing country status in the WTO negotiations, the

magnitude of market liberalization is expected to be bigger than the UR

agreements. FTA negotiations with China will also likely begin with the effect

of bringing the greatest impact to the domestic agricultural sector after the

Korea-US FTA. In addition, with the negotiations planned or currently

underway with MERCOSUR, Australia, India, Canada, Mexico and Japan, the

market liberalization through bilateral negotiations is also expected to pick up

speed.

Korea’s agricultural policies in response to such market liberalization

trends have been significantly restricted by WTO regulations. For that reason,

Korea is converting its agricultural policy towards minimizing market

distortions within the confines of WTO rules. Good examples of such policies

are 1) direct income payment policy, 2) value-added improvement programs

through the reinforcement of linkages with secondary and service industries

related to agriculture, such as processing and storage industries, 3) marketing

promotion programs for brand building and distribution efficiencies, and 4)

increased education for farmers. Import regulation policies are also expected to

be removed completely or relaxed with the exception of regulations related to

sanitary and phytosanitary measures including the safety and pest control of

agricultural import products. Furthermore, the relatively high level of custom

duties currently maintained by the Korean government compared to industrial

commodities is also expected to be lowered significantly.

Agricultural trade is expected to expand significantly, driven by imports

rather than exports. In addition, the demand for a wide range of high-quality

agricultural products is expected to increase in line with Korea’s economic

growth and changes in social demographics. As a result, agricultural imports

are also expected to increase. In particular, the increase in feed grain and meat
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imports is expected to continue as the demand for meat products rises, while

the imports of tropical fruits and vegetables are also likely to grow.

Furthermore, trade partners and items for agricultural trade are expected to

expand. As trading partners for both imports and exports have already

diversified, such trends are likely to accelerate further in line with the global

expansion of market liberalization.

Diversifying trading partners and increasing trade flows are expected to

increase the possibility of harmful pests and foods coming into Korea.

Therefore, establishing and implementing measures to protect both the

national health and natural environment from harmful pests, diseases and

foods will emerge as the most important task in agricultural trade policy.

Despite the gradually decline in the share of the domestic agricultural industry

due to the expansion of agricultural market liberalization and subsequent

increase in agriculture imports, social needs for diversified functions multi-

functionality (environment preservation, balanced national development,

succession and development of traditional culture, food safety, etc.) in the

agriculture industry is increasing. Accordingly, another important challenge

facing agriculture business and agricultural trade policy is figuring out how to

achieve a balance between changes in agricultural trade environment and the

social need for agriculture.
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Chapter 5. Rural Communities and Regional
Development 
Section 1. Rural Communities

The effect of rapid industrialization that began in the 1960s on rural

communities in Korea is unprecedented in world history. The shrinking and

aging rural population became both the impetus and the result of these

changes. In 1990, the rate of decrease in agricultural population began to

lessen, but the number of people engaged in agriculture continued to drop.

These quantitative and qualitative changes greatly affected the family and

village structures of rural communities. Traditional large families were

replaced by single individual or single-generation households, often headed by

old farmers. The farming organizations and cooperatives based on family and

local ties at the village level have been replaced by large inter-regional

economic and social groups. These rapid changes in rural communities have

led both the awareness and values of rural residents to more progressive paths,

a trend that has entered a stabilizing phase since 2000. Also, the increase in

international marriages and the rise of multi-cultural households, as well as the

increasing number of urban residents “returning to the farm” or moving to

rural areas for leisure and retirement, have led to the rapid diversification of

rural communities.

1.1. Rural and Farming Population Trends

1.1.1. Depopulation 

In 1970, nearly half of the population was engaged in agriculture, with

farming households comprising 42.4% (2,483 thousand households) of total

households, and 44.7% (14,422 thousand people) of the total population

engaged in agriculture. However, these figures have fallen to 8% (1,273

thousand households) and 7.1% (3,434 thousand people), respectively, 35
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years later in 2005.

During the early years of industrialization, the majority of migrating

population was made up of individuals leaving the farms for urban centers.

The number of farming households fell by an average of 4.5% each year for

15 years from 1975 to 1990, with total rural population falling by 3.1%

annually for the same period. Rural residents began leaving for the cities due

to falling agricultural revenues, poor educational and medical resources, and a

variety of other factors. Since then, however, while the number of farming

households between 1990 and 2005 fell by 4.3% annually, total rural

population fell only by 1.6% annually, indicating that a large part of the

households leaving the agricultural sector were staying in rural areas, leaving

their former professions but not their homes.

If these trends continue, the nation's rural population will fall to 8.5

million in 2010 and 7.5 million by 2020.

A long-term study that covered the period from 1985 to 2000 examined

four villages in Chungcheongnam-do to analyze long-term social and

economic changes. According to the study, the percentage of farming

households that earn the entirety or majority of their income from agriculture

fell from 64.2% to 44.5% (from 47.1% to 16.5% for full-time farming

households), while non-farming households expanded from 15% to 28.1%. 

Occupational Changes of Households in Sample Villages

unit: households(%)

Source: Oh et al. (2001).

Table 5-1

1985 2000

Farm Households
(Full-time)

124 (64.2)
91 (47.1)

65 (44.5) 
24 (16.5)

Non-Farm Households 29 (15.0) 41 (28.1)

Retired 20 (10.4) 34 (23.3)

Other 20 (10.4) 6 (4.1)

Total 193 (100.0) 146 (100.0)
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Depopulation of Sample Villages 

unit: persons

Source: Oh et al. (2001)

The proportion of households that retired from both agricultural and non-

agricultural activities due to age and other factors rose from 10.4% to 23.3%.

These figures show that farming households without young successors for the

family business choose to retire and remain in their rural communities, or

engage in non-farming occupations if labor is available in the households.

Korea's rural areas include “eup” and “myeon”. The population of eup

districts, which form the centers of rural regions, has begun to increase in

recent years. From 1990 to 2005, eup populations rose by 0.6% annually on

average, while myeon populations fell by 2.9%. This indicates that more

people are moving to eup areas that offer relatively greater living conveniences

and job opportunities.

The population drop in rural regions is sometimes related to the

geographical location and proximity to urban centers of the area. In the four

sample villages of the above study, villages in semi-mountainous and

mountainous regions experienced greater population loss than villages closer

to cities or flat areas.

1.1.2. Aging 

In Korea, young people have accounted for most of the decrease in the

rural population, resulting in the rapid aging of the population and smaller

infant and youth populations. The percentage of the total population above the 

Table 5-2

Suburban
village

Flat area
village

Semi-Mountainous
village

Mountainous
village Total

1985 (A) 224 232 140 182 778

2000 (B) 143 129 71 58 401

(A-B) 81 103 69 124 377

drop rate (%) 3.7 4.8 5.5 9.1 5.4
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Aged Population Trends

unit: %

age of 65 rose from 3.5% in 1975 to 9.3% in 2005, approximately a 2.7 times

increase. However, the rural population is aging much more rapidly, with the

percent of aged residents reaching 18.6% of the total rural population in 2005

compared to 7.2% in cities. The gap has grown larger since the beginning of

the urbanization and industrialization. In 2020, 25.4% of the rural population is

expected to be over 65, compared to a national average of 15.1%.

Different aging trends have been observed within rural communities. In

2005, the aged populations in eup and myeon areas were 11.8% and 24.2%,

respectively, indicating that myeon areas have already become a super-aged

society. Among 209 eups, only 25%, or 52 eups, have entered into the super-

aged society, while 991 myeons out of 1,208 myeons in total, or 82%, belong

to this super-aged society. 

1.2. Changes in Rural Family Structure

The falling rural population and rapid aging have resulted in the change

of family structure as well. The number of families comprised of only a single

generation has been rising, overtaking urban families since 1985. The

percentage of families with two generations is falling more rapidly in rural

regions than in urban regions. Families with three generations under one roof

were once very common in rural areas, but their numbers have fallen quickly 

Figure 5-1
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Changes in Household Composition by Number of Generations

unit: %

and currently urban and rural regions have similar proportions of such

families. The number of households with only a single individual is rising

nationwide, but more quickly in rural areas. 

The single-generation or single-individual households in rural regions are

often comprised of old retirees whose children live in cities. The decrease in

the number of households with two generations and the more rapid decline of

such families in rural areas indicate such population changes.

In a remote village in Chungcheongnam-do, a half of the total households

had only a single individual, and 34.6% with two individuals. As recently as

15 years ago, the percentage of single-member households was only 6% in the

village, and families with two members accounted for 20%, and families with

over five members comprised 30% of the total households.

1.3. Changes in Rural Community Organization

As a result of decreasing population and changing demographic

conditions, rural community organizations have been forced to undergo

significant changes. The traditional rural society had a wide range of social

groups with distinct unifying qualities and functions. Such factional groups

were defined by common regional boundaries, blood ties, economic

Figure 5-2
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orientations, social statuses, or political objectives which were community

based while others were of external origin.

Groups and organizations in local communities are generally classified

into primary groups, which are formed through ascribed relationships such as

kinship or local ties, and secondary or interest groups, which are formed

through achieved relationships. In Korea, family groups and clans form the

largest kinship groups. Local groups are formed through geographical

relationships, and these include native groups such as “Daedonggye,” or

general village organization, and involuntary groups such as “ri” that forms the

smallest administrative unit in a rural community. Interest groups can be

classified into economic and social interest groups based on their functions.

1.3.1. Changes in Village Organizations

The “Clan Group” was formed by extended family members sharing

same ancestors to manage the family’s tombs and resources and conduct

ancestral rituals for the entire family. In the past when extended families

tended to live in close proximity, clan groups formed an important part of

village organization and exerted significant influence on the social and

economic activities of the rural community. However, rural population began

to fall and families moved apart, depriving the clan group of its importance as

a kinship organization. Since such a group is hierarchical with the oldest

generation assuming the leadership, the departure of key individuals from a

farming village and difficulties in participating in family events and ancestral

commemorations made such an organization largely irrelevant.

The most important native social group in a rural community was the

“Daedonggye,” created and operated by members of the community. The

Daedonggye was charged with the tasks of conducting village-wide ancestral

ceremonies, organizing effective division of labor, promoting cooperation in

weddings, funerals and other community affairs, administering joint tax

payments and village construction work, creating funds as needed by the

community, and other tasks befitting the self-sustaining community
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organization.

However, the incorporation of villages into the national administrative

system led to the replacement of Daedonggye with the administrative unit “ri.”

Since the foundation of the Republic of Korea in 1948, the administrative unit

“ri” has combined some of the traditional roles of village organizations as well

as administrative and public tasks, with a village leader (“rijang” or head of

“ri”) overseeing the administrative duties. By late 2005, the number of “ri”

totaled 35,900.

Other village-level interest groups created after the modernization of the

Korean society include the Farming Clubs, the Saemaeul Women’s Clubs,

Youth Clubs, Seniors Clubs and diverse “gye” groups

Farming Clubs and Crop Clubs are the largest village-level economic

interest organizations. In the 1960s, Agricultural Improvement Clubs were

organized in rural communities with support from the Rural Development

Administration to learn and apply new farming techniques. Other village

organizations included Cooperative Groups and Crop Clubs organized by local

Agricultural Cooperatives. These two organizations were merged to form

Farming Clubs in 1977, making every member of Agricultural Cooperatives

members of the new Farming Clubs as well. There are currently 45,538

Farming Clubs in Korea today, headed by Saemaeul leaders who are often the

village heads as well.

Saemaeul Agricultural Organizations 

unit: clubs

Table 5-3

Year
Saemaeul Agricultural Association

Farming Club Crop Club

2000 38,764 20,919 

2002 39,831 21,524 

2004 40,119 16,950 

2006 45,538 16,858
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Active Social Organizations (Surveyed Four Rural Villages)

unit: groups

Source: Chung (2003).

Crop Clubs were created by farmers cultivating similar products to

achieve higher efficiency and productivity by pooling their production,

packaging and shipping resources. There are 16,858 Crop Clubs in Korea

today.

Saemaeul Women’s Clubs were also created by integrating the Living

Environment Improvement Clubs, Women’s Education Classes, Family

Planning Mothers’ Associations, and the Saemaeul Women's Association in

1977, becoming a single organization responsible for the activities that had

been overseen by numerous similar organizations in the past. 

Another important village organization is the “gye,” a social and

economic mutual aid association. Gye groups have long existed to provide a

host of important services; these include financial assistance in times of need

(e.g. weddings and funerals), regular excursions for friends and families, and

organized community-wide events. A long-term study using time-series data

from four selected rural villages tracked a decline in the combined number of

social groups, including gye, from 76 in 1986 to 45 in 2002. The number of

economically-oriented gye groups offering financial support dropped from 11

to 6. Likewise, the number of socially-motivated gye groups assisting their

Figure 5-3
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members with marriages and funerals or providing women gatherings shrank

from 55 to 30. Many of the economic functions once handled by the gye

groups were replaced by more modern financial institutions, such as banks,

while social gye operations have been curtailed by population declines and

consequent reductions in collective activities among locals.

As local organizations gradually disintegrate or merge with larger

provincial or national social groups, the community-wide cooperatives

“Doore” have become increasingly scarce. “Poomasi,” or local cooperative

activities limited to just one or two specific tasks (e.g. rice transplanting or

harvesting), are now being replaced by machinery or private agricultural

businesses offering the same services. Labor shortages and aging farmers are

also major factors in the rapidly diminishing use of cooperatives.

1.3.2. Expansion of Social Organizations

These various village organizations began to decline as people retired

from farming or moved out of rural regions, and they were replaced by larger

organizations that represented multiple villages or eup and myeon areas.

In 1990, farming association corporations and agricultural corporations

were newly established to enhance the efficiency and productivity by

expanding the size and scale of farming operations. The number of agricultural

corporations has been declining in recent years, falling from 5,208 in 2000 to

3,657 in 2006.

Agricultural Corporations by Type (2006) 

unit: corporations

Table 5-4

Total Production Processing Marketing Agricultural
Service Other

Farming
Association
Corporation

3,066 1,256 462 570 152 626

Total Production Processing Marketing Custom
Operation Other

Agricultural
Corporations

591 264 67 54 160 46
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In the 1960s, the widening income gap between urban and rural regions

and the increased awareness of the relative poverty of rural regions resulted in

the creation of organized farmers’ movements. The Korea Advanced Farmers

Association was founded to educate farmers about new techniques and

technologies, and began to participate in the democratic movement of the

1980s. The Korea Catholic Farmers Association and the Korean Christian

Farmers Association were not limited to religious functions, and began to

carry out rural social movements as independent farmers organizations. The

Korean Advanced Farmers Federation (founded in 1987) and the Korean

Peasants League (founded in 1990) make up the two political pillars of the

farmers’ movement in Korea.

Since the 1990s, organizations were created to resist the liberalization of

the agricultural product market, and the rising threat of free trade agreements

to rural communities transformed many of these organizations into anti-

globalization and anti-market liberalization movements. As leaders of these

movements began to be elected to the national parliament and win key roles in

the government, farmers’ organizations became powerful political organizations.

These organizations are national entities, with subsidiary organizations in the

city, provincial or eup and myeon area levels to coordinate local activities.

Some farmers’ associations have been formed around certain common

products, such as fruits or livestock, to allow farmers engaging in similar

enterprises to exchange information, carry out political activities, and create

joint marketing efforts. These economic interest groups usually transcend the

village unit, and operate on the regional or national level. These organizations

include the Korea Poultry Association, Korea Swine Association, Korea Dairy

Farmers Association, the National Hanwoo Association, Korea Grape

Association, and the Korea Floriculture Association.

Another national farmers’ organization is the National Agricultural

Cooperative Federation (NACF),” which was initially formed under a three-

tiered system for agricultural cooperatives organized at the village, city or

county, and national levels. In 1971, the NACF and its member cooperatives
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were reshaped to become what it is today under a two-tiered system. The

NACF operates 16 city and provincial offices and 156 subsidiaries, with a total

of 1,223 cooperatives and 2,398,018 members as of 2006. It provides banking

and marketing services, the latter of which includes distribution of agricultural

products and the supply of farming materials. The organization’s financial

support programs for farmers and farming corporations, as well as its other

banking services, fall under its financial service arm. It also provides support

for the development of information-based rural communities in addition to

agricultural consulting as well as education and training services.

1.4. Changes in Rural Attitudes and Perspectives

Macro-level social changes have significantly influenced rural attitudes

and perspectives, as well as the longstanding stereotypes of rural inhabitants

such as ‘strong devotion to the land,’ ‘great loyalty to family,’ and ‘near blind

obedience to traditional customs’ among others. Consequently, arguments

were raised by scholars, both during and after the rapid industrialization that

took place in the 1970s and 1980s, over ‘pre-modern’ and ‘modern’

worldview distinctions that were assumed to exist among rural people. The

rural population did, in fact, extensively modernized their outlook and system

of values throughout Korea’s rapid industrialization and urbanization.

This paradigm shift was not universal, however, and the extent to which

it took hold was largely based on the socio-economic and physical conditions

of each village. A case study of one particular village in close proximity to

Seoul (31km away) found an almost total breakdown of traditional rural

agrarian order and a highly diversified functional configuration that included

farming, manufacturing, and residential living. Such transformations, in

philosophy and lifestyles, are often attributed to the ‘Seoulization’

phenomenon, whereby the spatial closeness to Korea's largest metropolis has a

broad effect on the local culture.

The Korea Rural Economic Institute (KREI) has employed a time-series

analysis to estimate viewpoint changes in four sample villages, which are
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mountainous, flat, and in-between terrain, as well as suburban ones. In the

study, social belief systems were operationally divided into five categories:

authoritarianism, collectivism, agrarianism, familism, and folklore. Three data

sets were then compiled from the surveys administered in 1989, 1994 and

2001, allowing for a range of comparisons. The study found that both young

and highly-educated people tended to be less authoritarian across villages and

years. These same groups were less sympathetic to agrarianism than other

segments of society in the 1989 survey, but the differences had disappeared by

2001. Family values were universally present and identical among all villages

and respondents. Substantial differences did exist  among remote mountainous

residents towards collectivism. Older people generally adhered to traditional

folk beliefs, but they were gradually disappearing even in remote mountain

communities with the disintegration of the rural society.

Generally speaking, the ways in which the rural residents think or

understand about the situations of their family, community, tradition, farming

and other things did not change much between the years examined in the

study. This is due to the fact that many young people had left the observed

villages and they were usually not replaced by new settlers. This one-way

migration, therefore, only left behind the aging and aged rural populations who

stayed firm in their beliefs and outlooks over the observation period.

The shift in rural residents’ ways of thinking that commenced with the

onset of rapid industrialization and lasted through the 1970s and into the 1980s

appears to be over; and as long as the demographic composition of rural

residents does not change substantially, the prevailing values and viewpoints

of aging residents will dominate the mind-set of rural communities for many

years.

However, for some villages, for instance the suburban towns under

considerable impacts from big cities and the highly-remote localities facing

total abandonment, further changes will be inevitable due to demographic

shifts.
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1.5. Diversification of Rural Communities

Following the nation’s rapid economic development and industriali-

zation, the formerly traditional rural communities were transformed into aging

societies with low population densities. A new trend that began in the 1990s is

the demographic diversification of rural communities. The rise of international

marriages created multicultural households, and people from cities have been

returning to rural areas for a wide variety of reasons.

1.5.1. Multicultural Families

As cities began to offer better employment opportunities and living

conditions, young people, and especially young women, began to move in

large numbers to urban areas. In the late 1980s, the lack of marriage partners in

rural areas became a serious social issue, and young male farmers began to

marry brides from China, Southeast and Central Asia, and other developing

nations. These international marriages have become widespread due to not

only the shortage of women in rural communities but also the changing social

attitudes about international marriages. According to a survey titled “Korean

Values and Attitudes,” which was conducted by the Public Information Office

in 2006, 43.3% of respondents stated that they “will not be against a marriage

of their offspring with a foreigner,” while 55.7% of those surveyed said that

they “will not be against a marriage of their offspring with a Korean born

aboard.”

In 2006, a total of 39,071 international marriages took place, accounting

for 11.6% of total marriages. Among 8,596 newly-married men engaged in an

agricultural or forestry occupation, 3,525 (41%) men married a foreign partner.

In other words, more than 4 out of every 10 young men in rural communities

married a foreigner. Of the foreign women who married a Korean man with an

occupation in agriculture, forestry or fishery in 2005, 53.2% of the women

were from Vietnam, followed by 34.1% from China and 6.9% from the

Philippines. 
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International Marriages

unit: persons, %

Source: Kookmin Ilbo, December 10, 2007

Families with a foreign marriage partner (marriage immigrant) are called

multicultural families. The increase of such families in rural areas has revealed

a number of issues. The majority of rural marriage immigrants face language,

economic, lifestyle and cultural barriers and often have difficulties in being

integrated into the local community. With many rural families having two

generations under one roof, the conflicts between the foreign brides and their

mothers-in-law can often be extreme. In addition, most of marriage

immigrants have little agricultural experience, and have little interest or goals

in such occupations. The children of such families also face education and

social difficulties, exacerbating the problems of multicultural households. 

To address these issues, the Ministry of Gender Equality plans to open 80

support centers for marriage immigrant families around the country. The Rural

Development Administration and local governments are also beginning to

introduce basic training and education programs, child care mentoring

programs, language education programs, job training, and other programs to

help immigrants adjust to live in Korea and Korean rural communities.

1.5.2. “Returning to the Farms”

Since the 1990s, an increasing number of people are returning to rural

areas either to engage in farming or for retirement and residence. These trends

are the opposite of the above-mentioned population exodus from rural regions.

Only 3,285 households returned to the countryside between 1990 and

Table 5-5

Total
Marriages

Marriages
with

foreigners
Percentage

Number of people
engaged in an
agricultural

occupation among
the total number of

newly-married
people

Marriages with
foreigners among
the newly-married

people with an
agricultural
occupation

Percentage

337,528 39,071 11.6 8,596 3,525 41.0
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1995, but the foreign exchange crisis of 1997 and the subsequent years of

economic restructuring led to a significant flow of people returning to farming.

Until 2004, a total of 22,703 households were recorded to have returned to

rural regions, including 4,118 households in 1999 alone.

While there are many reasons why people move out of urban areas, rural

areas have increasingly become retirement destinations. According to the 2000

national census, among those in their 60s and above, 55% of people who

moved to rural areas had previously lived in Seoul or other large metropolitan

areas, compared to 47% of all age groups.

The demographics of rural regions are in the midst of significant changes,

as rural residents increasingly engage in non-farming occupations, urban

residents return to rural regions in increasing numbers, and multicultural

families increase in farming communities.

1.6. Outlook and Issues

As the agricultural population falls, the actual rural population is falling

at a less alarming rate. Eup areas have been experiencing actual population

increases, and the increase in international marriages and the movement of

urban residents back to rural areas will continue to apply significant changes to

the demographic makeup of rural communities. As the rural population

continues to age, agricultural corporations and large farming businesses will

come to dominate the market. The individual family farms run by old farmers,

however, will still remain important members of the sector. 

As a result, single individuals or single-generation households will

increase. Many village and community organizations will be replaced by

larger and more complex organizations and associations, including economic

interest groups, for the joint production, shipping and marketing of farm

products that will continue to become important tools for farm owners striving

to enhance their operations and stimulate the agricultural sector.
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Section 2. Rural Development

The Korean government has strived to develop rural areas beginning with

the local community development movements of the 1960s. The Saemaul

Undong (new village movement), widely cited as the model for rural

development in underdeveloped countries, began in the 1970s, and the

increased government budget in the 1980s and 1990s enabled the central

government to develop the roads, communications, and water resources of

rural regions, and to reorganize educational, medical and welfare systems. In

the new millennium (the 2000s), the government began to focus on enhancing

the amenity functions of local areas, boosting the environmental protection,

and emphasizing the agricultural role for the preservation of the national land.

Thanks to these efforts, Korea’s rural regions have experienced

significant reorganization in the past 40 years. Electricity reached every

Korean rural village in the late 1980s. In 2000, 29% of all farm houses in

Korea were completely modernized, and 25% had renovations of kitchens,

bathrooms, and others. Village roads were newly paved, enabling automobiles

to reach most remote rural villages. Medical services were improved through a

system of public clinics. Special welfare systems for rural residents were

established in the late 1990s, with the government supporting national pension

payments partially and providing medial insurance support for farmers and

fishermen. In this decade, exchanges between rural and urban regions began to

increase rapidly, and many rural villages were able to increase their income

through the rural tourism based on farms, natural resources and amenities.

Despite these policy accomplishments, however, rural populations

continue to decline and the overall conditions in rural communities have

continued to worsen. Rural areas are expected to decline further due to the

pressures of globalization and urbanization.
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2.1. Overview of Korea’s Rural Areas

Before determining the development status of Korea’s rural regions, let

us first examine the current conditions of Korea’s rural areas. Korea has a high

population density, with a population of 48 million people living in only 9,848

ha for a population density of 485 people/㎢ one of the highest in the world

(Korea’s population density is highest among OECD nations). Nearly 70% of

the nation is made up of mountains, increasing the population pressure in the

little available useable land.

Like many countries around the world, the division between urban and

rural areas is not clear in Korea. For convenience’s sake, the administrative

designations of cities and rural areas are used. In the past, cities (Si) were

classified as urban areas and counties (Gun) as rural, but the integration of

central cities and surrounding rural regions that began in the early 1990s made

such designations obsolete. Many areas are included in cities but still exhibit

the characteristics of rural regions. Today, “Dong” districts are termed urban

areas while “Eup” and “Myeon” districts are classified as rural areas.

Korea’s Administrative Structure and the Classification of Urban and
Rural Areas

Figure 5-4
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Using this system of classification, Korea’s rural population has

continued to decline, numbering 8,764,000 in 2005 or 18.5% of the total

population. Urban populations have increased to 81.5% of the total population.

In addition to the disparities between urban and rural regions, the gap

between rural regions has widened as well, especially between rural regions

near the Seoul metropolitan area and the southeastern industrial belt of the

nation, and all other rural regions. This structure is called an “X” structure.

While the populations of rural areas near the large cities have increased due to

better job opportunities, cities and rural regions distant from the major

population and industrial centers have seen their populations steadily decline.

The aging of the rural population is accelerating. In Myeon districts, the

population of elders aged 65 or older has already exceeded 20% or the

threshold of a post-aging society. Among the 1,208 Myeon districts in the

nation in 2005, 991, or 82% of the total, had the population of the elders

exceeding 20%.

The rural industrial structure is also changing. The number of people

with an occupation in the fields of agriculture, forestry or fisheries has

declined, while more people are getting a “professional”  or corporate job.

Trends of Rural Population by Year 

unit: thousand people

Table 5-6

Classification 1990 1995 2000 2005
Annual rate of increase

(%)
(1990-2005)

Nationwide 43,411 44,609 46,136 47,279 0.6

Dong (urban) 32,309 35,036 36,755 38,515 1.2

Eup/Myeon (rural) 11,102 9,572 9,381 8,764 △ 1.6

- Eup 3,604 3,484 3,756 3,944 0.6

- Myeon 7,498 6,088 5,625 4,820 △ 2.9

Percentage of Eup
and Myeon
population

25.6 21.5 20.3 18.5 -
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Eup and Myeon Districts with Increasing Population

Eup and Myeon Districts with Post-Aging Population Figure 5-6

Figure 5-5
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Occupations of Eup and Myeon Residents 

unit: % 

Source: National Statistics Offices, annual census information

Although Korea has traditionally had strong central governments, a

system of regional autonomous governments was adopted in 1995. The

residents of 15 metropolitan governments, 77 cities (Si) and 88 counties (Gun),

and 69 autonomous districts elect the heads of each administrative government

and regional parliamentary representatives every four years. Politically, Korea

has been transformed from a centralized system into a decentralized system.

However, the financial independence of regional governments is low, and the

central government controls regional governments through fiscal support. For

example, the Ministry for Food, Agriculture, Forestry and Fisheries can steer

the policy of regional autonomous governments through agricultural and rural

development funds. Thus, the rural regions of Korea are being changed by the

central government’s agricultural development policy. 

Table 5-7

Classification 1995 2000 2005

Legislative civil servants, 
high-ranking executives and managers 1.5 2.7 1.7

Professionals 2.3 4.1 4.4

Technicians and semi-professionals 4.7 3.1 4.5

Office workers 5.6 7.5 8.8

Service and retail 11.5 14.2 13.9

Skilled agricultural and fishery workers 53.1 45.9 41.8

Technical workers 7.7 6.5 7.3

Machinery, assembly and manufacturing workers 8.4 9.1 10.8

Simple labors 4.6 6.2 6.0

Others 0.8 0.7 0.7

Total 100.0 100.0 100.0
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2.2. Changes in Korea’s Rural Development Policy

2.2.1. Rural Development in Traditional Times and the Occupation

Period

In the Korean society, rural areas traditionally meant “regions where

farmers (or peasants in traditional times) live and engage in agriculture as their

primary business.” In this type of society, rural communities determined their

own survival strategies and solved problems and issues facing them.

Organizations such as the “Daedonggye” managed joint village funds, formed

budgets and made reports on closing accounts. The community organization

took care of ceremonial tasks, determined wages, established labor pools for

the maintenance of village facilities and the construction of new buildings and

farming structures, and maintained the waterways and streams vital to

agricultural enterprises. Saemaul Undong was made possible because of the

existence of these traditional communal organizations. 

The first government-led rural development initiative was the five-year

“rural and mountainous region development movement” that began in 1933

under the Japanese occupation of Korea. This movement aimed to increase the

food production of farming households, relieve debt burdens, establish

balanced cash income, improve living conditions, and establish communal

village facilities. A rural development committee was established in the

Japanese governor-general’s office under a vertical development system in

which subsidiary committees are organized in each one of the Do (province),

Gun (county), Eup and Myeon districts to conduct and supervise development

operations. This movement was not created according to the wishes of the

rural inhabitants but to the ideologies of the colonial rule of Korea by Japan. 

2.2.2. Local Community Development Movements of the 1960s

and the Saemaul Undong of the 1970s

Following the turbulent periods of Korea’s liberation from the Japanese

colonial rule, the creation of a new republic, and the destructive Korean War,
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the Korean society began to stabilize and made rural development initiatives.

The community development movement that began in the late 1950s and

continued into the next decade was an example to where the rural development

models created by the United Nations and the International Cooperation

Administration (ICA) were applied to foster the growth of rural regions in

developing countries. In 1955, the Korea-U.S. Joint Economic Committee

proposed the establishment of local community development projects to

rebuild rural regions devastated by the Korean War. These proposals were

transformed into national projects in 1958. In these movements, the central

government provided the funding and technology for the development projects

created by local communities and leaders. The local initiatives were divided

into self-funded projects established by the community and its leaders, and

outside-funded projects. The community development movements of the

1960s provided a strategic model for the Saemaul Undong of the 1970s. 

The five-year economic development plan that began in 1962 was

focused on the growth of the industrial and manufacturing sector, which

exacerbated the already significant disparities between urban and rural regions.

Rural populations began to decline after 1968, and dissatisfaction among rural

dwellers became a political issue. In urban centers, the inflow of people from

rural regions placed severe strains on the housing, sewage and education

infrastructure. The government needed to create a program to enable rural

residents to engage in agriculture and to remain in rural regions. The important

issues being faced by policy makers during this period included the

enhancement of rural incomes, reorganization of deficient roads, housing,

sewage and water supply, green roads, farmland, streams and production

Saemaul Undong
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infrastructure, and the preparation of sufficient social overhead capital for rural

regions.

In addition, the economic development policies focusing on building

manufacturing industries and expanding exports were severely hampered by

the worldwide recession that began in the late 1960s, and the government saw

the need to increase domestic demand and promote public investment to boost

the economy. Saemaul Undong was created to address this need for increased

public investment by the government.

Saemaul Undong can be characterized as a rural development strategy

that is built upon traditional village cooperative organizations to apply the

experiences gained from the local development projects of the 1960s,

combining the strong leadership of the central government (top-down strategy)

with traditional independent development initiatives of village organizations

(bottom-up strategy). Saemaul Undong was a large-scale general development

project that aimed to reorganize village roads, bridges and pathways, introduce

cash crops, develop Saemaul factories and other income-generating projects,

and enhance the awareness and education of village residents. Successful

villages received additional support as an incentive for other villages to learn

from the achievements of model villages.

According to the reports published by the Ministry of Interior (currently

the Ministry of Public Administration and Security) that oversaw Saemaul

Undong, a total of 5.258 trillion won was invested in Saemaul Undong from

1971 to 1982. The government provided 51% of these funds, while local

residents contributed 49%, mainly in the form of labor, land and other assets.

The fact that local residents bore half of development costs indicates the levels

of local participation and leadership in Saemaul Undong.

Saemaul Undong transformed the rural villages greatly. Thatched roofs,

which had long been the characteristic of Korean villages, were transformed

into slate roofs. Bridges were built over village streams, and roads were

expanded and paved with cement. The narrow roads in villages that even a

hand cart was unable to pass were expanded. Every village in the nation
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constructed a Saemaul village hall. Within ten years, the Korean rural villages

became almost unrecognizable.

2.2.3. Rural Development Led by the Central Government (1980-1990s)

The importance of the agricultural industry in the national economy

began to fade in the 1980s. The production share of agricultural, forestry and

fishery industries, which accounted for 13.5% of the nation’s total production

in 1980, fell to 7.6% in 1990. The proportion of workers in the industries fell

from 32.3% in 1980 to 17.1% in 1990. The number of people engaged in

agriculture likewise fell from 10,827,000 (28.4%) in 1980 to 6,661,000

(15.5%) in 1990. Farm income also worsened. Agricultural product prices

began to fall as the government began to abolish purchasing programs, thereby

reducing the farm income levels. Low-interest loans for farmers disappeared

with the effect of increasing their debt burdens. The statistics compiled

between 1980 and 1986 show that while farm income rose by 220%, spending

rose by 230% and debts by a whopping 660%.

On the other hand, government tax receipts grew significantly during the

1960s and 70s due to the nation’s rapid economic development. The national

budget rose from 8.6 billion won in 1970 to over 10 trillion won in 1980 and

to 38 trillion won in 1990.

As the people began to demand the government to fix the ills of the rural

regions, and as the government began to increase its revenues dramatically, the

Korean government prepared a number of measures for the agricultural

industry and rural regions, including the Rural and Fishing Village

Development Plan of 1986, the Debt Relief Plan for Farming and Fishing

Households of 1987, the Special Debt Relief Plan of 1989, and the Rural

Community Development Plan of 1989. Farm policy became an increasingly

important part of the government’s agenda. However, few results materialized

from these programs despite considerable investments by the central

government. As a result, the government began to allocate more resources and

formulated a variety of different plans and projects for rural development.
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The major goals of the government’s rural development projects during

this era were to improve the living conditions in rural regions through the

physical reorganization of rural infrastructure and to increase the rural income

through the creation of off-farm and non-farm activities. The improvement of

living conditions in rural regions was focused on improving the rural

infrastructure, such as roads, communication networks, and waterways, and

creating new facilities for education and medical services. Rural Industrial

Complexes were created and factories were moved to rural areas to provide

new jobs and additional non-farm income to rural residents, expand food

processing businesses, and develop unique local products. 

Several new programs were developed to reach these policy goals.

Special Tax Law for Rural Area created a fund of 15 trillion won for rural

development, providing a stable financial base. A variety of development laws

and regulations like Special Law for Agriculture and Rural Development

provided the legal framework for development. In the process of

implementing the rural development projects, however, there were many

instances where several central agencies often competed with each other for

similar projects. For example, the Ministry of Interior (currently the Ministry

of Public Administration and Security) created Rural Village Improvement

Project (for the reorganization of existing villages), Small Town Development

Project, Stream Improvement Project, and Island Development Project, while

the Ministry of Agriculture and Forestry began to pursue similar projects such

as the New Village Construction Project, Myeon District Improvement

Project, Rural Living Condition Improvement Project, and Green Road Paving

Program.

All in all, such efforts by the central government led to significant

improvements in the living conditions of rural villages. Electricity reached

every rural village by the late 1980s, and 29% of rural houses were completely

renovated by 2000 while 25% had their kitchens and bathrooms modernized.

Around 27% of rural roads have been paved, and most villages were linked by

paved roads to enable automobiles to reach almost every village in Korea. 
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Water supply service reached 40% of all households, and the garbage is

processed mostly by the local authorities. Community centers and “elders’

halls” were constructed in every village in the nation. 

Rural medical services were greatly improved. Public health facilities in

the form of clinics (one per regional self-government), clinic branches (one per

Eup or Myeon) and clinic outposts were established; and medical equipment

were replaced with modern appliances. Doctors for traditional Eastern

medicine, as well as dentists, were assigned to clinics to expand the scope of

medical services. Home visits were organized for the disabled or seniors living

alone.

The special welfare system for rural residents began to get its shape since

the late 1990s. The government provided a partial support for the national

pension payments of rural residents (2,200 won per month in 1997), and

national health insurance costs were reduced for residents in farming and

fishing villages (15% in 1998).

Rural Industrial Complexes, which first appeared in 1984, expanded to

295 locations in 2000, with approximately 4,700 factories providing 86,000

new jobs in rural areas. With 24% of these jobs held by members of farming

households, the Rural Industrial Complexes significantly increased the non-

farm income of rural households.

The government’s rural development policies, which have been pursued

in earnest since the 1980s, produced significant achievements; however, there

were a number of problems as well. First, as rural projects began to

increasingly fall under the oversight of government administrators and less

under the control of local residents, top-down programs began to foster distrust

of the government among local residents. Second, the use of public funds for

every project resulted in lower returns compared to the amounts invested. For

example, during the Saemaul Undong the government provided cement and

steel while the villages provided the labor and land, resulting in significant

results with the use of minimal resources. However, the development projects

entirely funded by the government turned out to be less efficient. Lastly, the

제5장2절  1904.6.26 8:59 PM  페이지323   9600/233三綱五倫 가상 프린터 2400DPI 200LPI  W



Agriculture in Korea  324

government programs eradicated much of the individual characteristics of

farming villages, creating uniform rural towns with same types of roads,

facilities and houses, without taking into account the uniqueness of each

village and region during the development process. 

2.2.4. Expansion of Rural Development Policies after 2000

The role of the agricultural, forestry and fishery industries became even

less significant in the national economy in the new millennium. The

production of the industries fell from 7.6% of total production in 1990 to 4.6%

in 2000 and 2.9% in 2005. The percentage of jobs in the industries fell from

17.1% of national total employment in 1990 to 10.9% in 2000 and 7.9% in

2005. The farming population fell from 15.5% in 1990 to 8.5% in 2000 and

7.1% in 2005.

This resulted in a vicious cycle as problems in rural regions developed

unchecked. As pointed out above, rural populations continue to decline and

become older. The falling population in rural regions left public facilities

unused and rural centers dysfunctional. Elementary schools in rural regions

began to be closed, or were merged together due to the lack of students. While

each Myeon had approximately three elementary schools in 1960, most

Myeon districts in 2000 had a single elementary school. The fall in rural

population also made private medical facilities in rural regions less viable, and

over 90% of the nation’s medical facilities are concentrated in urban centers

today.

The direction of rural policy began to change in this decade. While

restructuring of the agricultural industry still remains the paramount goal of

agricultural policy, consumer safety, product quality enhancement, and the

expansion of environmentally-friendly agricultural products and their

distribution have become important policy goals today. In addition, the income

and welfare of rural residents, as well as regional development policies, began

to be emphasized. The top-down programs operated by the central government

were replaced with mutually-cooperative projects involving producers, local
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residents, consumers and local governments, which led to changing strategies

and methods for government agricultural policies.

The most significant feature of rural development policy after 2000 is the

inclusion of a number of policies aimed at enhancing the public functions of

agriculture and rural areas. As the awareness of environmental issues becomes

more widespread, these new policies were developed to preserve the amenity

functions of rural regions, protect the natural environment, and emphasize the

role of agriculture in the preservation of the national land. The policies that had

concentrated on increasing convenience have shifted to ensuring the protection

of the environment. For example, the government provides direct payments to

protect scenic areas from development.

New policies have also begun to include not only rural residents but also

urban residents in their scope as well. Since limiting policies to rural residents

makes the vision and goal of these policies less clear, efforts are being made to

find the future of Korea’s rural regions in their relationships with urban

residents. For example, residents outside the local areas where the

government-funded “cultural village” construction projects were underway

were largely prohibited from participating in the projects. However, such

restrictions were lifted in 2000. Moreover, other programs have aimed to

increase exchanges between urban and rural residents, create garden villages,

and provide tax incentives and farming permits to urban residents wishing to

create weekend homes and farms.

Another significant change is the involvement of local residents in the

formulation of new policies. Policy makers began to realize the futility of

pouring funds into regions with little development potential and the benefits of

selection and concentration for more effective use of funds. This awareness,

thus, replaced the top-down and arbitrary selection of development targets by

the central government with a selection process involving an accurate study

and evaluation of regions with high degrees of development potential and local

residents’ participation. Since 2004, Comprehensive Rural Village

Development Project, Green and Rural Village Experience Project, Small
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Town Development Project, Myeon-district Improvement Project, and

Revitalization Project were created through the use of these open policy

formulation methods.

The central government also began to take a step back in the operation of

development projects, providing block grants to local authorities who then

could concentrate on running the programs by themselves. In 2003, the

administration of President Roh Moo-hyun emphasized the need for balanced

national development and the decentralization of power, and strengthened the

efforts towards more rural autonomy in agricultural development projects.

The new agricultural development projects established after 2000 include

village-level tourism development projects, urban and rural exchange

campaigns (one company-one village and one school-one village sisterhood

campaigns), local asset development project, and the resettlement of urban

residents in rural areas. Several new programs were created to improve the

welfare of rural residents, which include scholarships and financial aid for the

children of rural residents, special entrance standards for rural students, and

student loan programs for university students hailing from rural regions.

Medical facilities and clinics received new and improved equipment, and

health management programs for rural residents were created to address their

medical needs. Other welfare programs provided support for the national

pension payments of agricultural and rural workers, created new pensions for

seniors, reduced national health insurance payments, and established welfare

aid payment programs for low-income families. Special programs were

created to serve the needs of women and elders in rural regions as well.

The “Special Act on the Improvement of the Quality of Life of Rural

Residence and the Promotion of Rural Regional Development” was created in

2004 to provide the outline of projects and methods to be employed by the

government in the four key policy areas of “rural welfare foundation,”

“improvement of education environment,” “acceleration of regional

development,” and “revitalization of complex industries.” This new law

prepared the framework for future rural development projects, and a long-term 
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plan for the development of the agricultural industry and rural areas, as well as

investment plans, for the next decade, were established in 2004 to enable the

continuation of government development projects. 

2.3. Changes and Outlook for Korea’s Rural Regions

Since the 1960s, the Korean government has pursued a variety of policies

to promote rural development. While it is undeniable that these policies have

improved the living conditions of rural areas and enhanced the welfare of rural

residents, rural living conditions in Korea have on the whole worsened. The

continuing fall in the rural population attests to this fact. This is not due to the

results of a failed policy, but the negative effects of industrialization,

globalization and urbanization on rural areas. These trends, moreover, are

expected to continue.

However, most observers agree that the decline of rural areas in Korea is

not a limited problem of rural areas and residents but an issue that affects the

national development negatively as a whole. The government will continue to

provide policy support for rural development. Future policies, however, will

take on a different flavor.

Korea has developed at a pace unprecedented in the history of modern

industrialization. Korea’s information technology leads the world. The nation’s

society is rapidly aging. The new high-speed transportation infrastructure has

Rural Tourism Village                                 Rural-Urban Interaction
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made the small country be more closely connected. Korea may slowly turn

into a city-state around the megapolis of Seoul

The decline of agriculture and the concentration of the national

population in the Seoul metropolitan region will continue to threaten the

development of rural regions. However, the advancement of the information

society, increasing retirement of a new generation of seniors free from family

obligations, and the creation of new transportation infrastructure will bring

new opportunities to the rural regions of Korea. Amidst these new changes,

Korea’s rural areas will transform into prime residential areas as well as

retirement and leisure destinations. Rural communities will become

increasingly diversified, as people move into the countryside to escape the

housing pressures of the city, return to farming, or spend their weekends in the

country.

Korea’s future rural policy will have to focus on utilizing information and

communication technologies to improve the lives of rural residents, enable

rural resources to create new sources of income, and allow the increasingly

diversifying rural populations to feel pride in the strengths of their

communities. These efforts are still in their early stages, and additional policy

efforts will be required to achieve these goals.
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Chapter 6. Agricultural Policy
Section 1. Overview of Korea’s Agricultural Policy

The end of the Second World War released Korea from the colonial rule

of Japan. However, the conflict of ideology created two separate governments,

in the north and south. Three years of a destructive war propelled Korea to the

forefront of the global Cold War. Since then, North and South Korea began to

follow separate political, economic and social paths, and the division of the

country became entrenched. The following section will provide an overview

of the agricultural policy of the Republic of Korea.

Korea’s agricultural policy has faced significant changes over the course

of the nation’s modern history. The nation was a largely agrarian economy

prior to industrialization (from the creation of the republic to the 1950s).

Agriculture had to provide food and jobs to the population, but weak

production capabilities resulted in food aid from the United States. During the

industrialization period (up to the mid-1980s), the agricultural sector provided

inexpensive labor for the development of the manufacturing industry, and

began to achieve self-sufficiency in the national food supply through the Green

Revolution. The Saemaul Undong also focused on the development of rural

regions.

The period after the mid-1980s is characterized as the era of

globalization. The Korean economy became increasingly integrated to the

international trend of market liberalization, and the agricultural sector had to

adapt to the international standards. The government has initiated a number of

agricultural policy reforms, reorganizing laws and policies for the market

orientation of the agriculture.
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1.1. Agricultural Policy Before Industrialization (1950s)

1.1.1. Creation of Owner Farming Through Land Reform

After at the end of the Japanese occupation in 1945, the Korea economy

was centered on agriculture. Any industrialization that took place during the

colonial period collapsed with the fall of the Japanese empire, and any

remaining industrial infrastructure was laid in the north. Korea was a typical

agrarian society, with over 80% of the total population engaged in farming.

At the time of independence, the agricultural industry was composed of

small farms that leased plots from large landowners. Nearly two-thirds of

South Korea’s farmland were tenancies. Around half of all farm households

owned no land of their own, and 85% of total farm households farmed small

or large plots of land leased from landowners. The majority of these plots were

less than 1 hectare in areas, and low productivity and high rent prevented these

farmers from growing enough to even feed their own families. 

Thus one of the most pressing issues of the newly established

government was land reform, which could provide stability to the nation’s

largest demographic group and enhance the productivity of the agriculture.

The revised constitution of Korea included a clause “distribution of land

to farmers,” finalizing the government’s decision to start land reform. The

Land Reform Act was promulgated in June of 1949, and land reform began in

the spring of 1950. Land exceeding three hectares per household or plots

uncultivated by the owner was subjected to distribution, and the government

compulsorily purchased these plots and distributed them at cost to small farms

and agricultural laborers.

A total of 585,000 hectares of land were distributed through the land

reform, amounting to 40% of total distributed farmland. Over 60% of South

Korea’s farmland, which included the 713,000 hectares of land sold by

landowners before and after the start of the land reform, were transferred to

farmers.

The land reforms created an independent owner farming system, which

provided the minimum safety net for the rural economy. The children of
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farmers were capable of receiving a public education, and the labor supply

thus created became the backbone for the development of the Korean

economy. The eradication of the landowning class also removed a barrier

preventing the proper development of capitalism in Korea.

1.1.2. Food Shortages and the Aid through PL 480

The productivity of the Korean agriculture at the time was extremely low.

The production of food crops was one-fourth to one-third level of today, and

rice, the highest-yielding crop, only produced around 1.6 ton per hectare. The

low productivity was the result of insufficient technology, lack of

infrastructures, and shortages of fertilizers, pesticides and farm equipments.

The Korean War that lasted for three years exacerbated the food supply

problem. Thus, the focus of national agricultural policy during this period was

the creation of national grain stores and addressing the food shortage. The

government created purchasing systems and food production expansion

programs, and turned to the United States for food aid. Between 1956 and

1964, a large amount of food aid flowed into Korea under America’s PL

(Public Law) 480 and the Mutual Security Act (MSA), accounting for 5% to

23% of total national grain production.

The aid from the United States helped to solve the severe food shortage

in Korea. However, this aid also had the negative effect of depressing grain

prices and reducing farm income, and is sometimes considered to have

damaged the long-term grain production of Korea. The wheat crop, which had

little price competitiveness, disappeared gradually, and had to rely on imports

even when American aid ended.

1.2. Agricultural Policy During the Industrialization Period

1.2.1. Expansion of Grain Production 

The coup d’etat in 1961 established a military dictatorship in Korea. The

government attempted to pull the support of the people and justify its seizure
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of power through economic development. However, more immediate issues of

the people’s welfare had to be addressed first. In 1961, the government utilized

public funds to remove part of the high-interest loan system that had plagued

farmers with interest rates of over 50%, and created the “Act of the

Agricultural Product Price Maintenance” to guarantee the coverage of the

production cost of agricultural products.

A national agricultural cooperative organization was created in August of

1961 by merging the Agricultural Bank and  agricultural cooperatives. While

this merger boosted the activities of agricultural cooperatives and created new

financial services, some experts point out that agricultural cooperatives

became just another agency controlled by the central government. Moreover, a

temporary legislation in 1962 enabled the government to appoint every leader

of the cooperative organization, from local heads to the chairman of the

national federation. Farmers began to consider the agricultural cooperatives as

a government agency rather than a volunteer cooperative organization made

up of individual farmers. The Rural Development Administration was founded

in 1962, and provincial, city and county organizations were reorganized to

create a system for agricultural education and lifestyle improvement.

The “First 5-Year Economic Development Plan,” which began in 1962,

was the first comprehensive  economic development plan in the history of the

nation. This program and subsequent initiatives enabled Korea to achieve

rapid economic growth during the next 30 years and modernize the nation.

The main agricultural goal of the “ First 5-Year Economic Development

Plan” was food self-sufficiency through the expansion of  agricultural

production. Specific plans included land reclamation and re-cultivation

projects, land planning and improvement of irrigation system, and research

and training programs for increasing agricultural productivity.

In the “ Second 5-Year Economic Development Plan” that began in 1967,

“boosting of the farmer’s income” and “the parallel development of

agriculture and other industries for the modernization of rural regions” were

added to the goals of national agricultural policy. Comprehensive large-scale
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development projects were begun to increase food production, while the high

price policy for rice and the dual price system for barley were created to keep

prices stable. The parallel development of  agricultural and other industrial

foundations was an attempt to process agricultural products at the place of

origin and supply them to markets in Korea and abroad, but did not produce

sufficient results.

The national economy grew by an average of 10% during the duration of

the two 5-year plans. However, uneven development that focused on

industrialization left deep gaps between agriculture and other industries, and

rural and urban regions. People began to stream out of rural areas, and the

population of rural regions began to fall from a height of 16 million (53% of

total population) in 1967.

1.2.2. Green Revolution and the Saemaul Undong

Rapid economic development and the deepening rift between urban and

rural regions shifted the focus of economic development programs to more

equal and stable development. A variety of policies were created to shift some

of the economic power created by rapid industrialization into the agricultural

and fishery sector to achieve a more balanced development, but expanding

food production was still the main policy goal. The government began several

comprehensive large-scale agricultural development projects, and developed

and supplied the “Tongil Rice,” an improved variety of rice with high yields,

pushed the mechanization of farm work, and adopted the price support policy.

The “Tongil (reunification) Rice” was developed through a partnership

with the International Rice Research Institute (IRRI) in 1971, and greatly

expanded rice production in the country. New farming technologies including

protected nursery, early-planting culture, and strong pest control greatly

contributed to the expansion of rice production, which increased from 3.5

million tons in 1960 to over 5 million tons in the late 1970s. Korea was able to

achieve rice self-sufficiency, and the Green Revolution was a success.

The Saemaul Undong (New village Construction Movement), which was
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begun in 1970 by President Park Chung-hee, greatly influenced rural

communities. The Saemaul Undong emphasized diligence, self-reliance and

cooperation, and began with programs to improve the village environment.

The government provided cement and steel bars to villages, and farmers, in

turn provided labor free of charge. In this way, they paved access roads to their

villages, expanded in-village roads, changed grass roofs to slate or tile roofs,

built village centers, and maintained small streams.

The Saemaul Undong stimulated the rural population’s desire to better

their lives, and resulted in improving the external features of farming villages

as well as rural income. However, as the government continued to exert

control over the program, some observers began to criticize the heavy-handed

program that emphasized results more than the wishes of the local people.

However, the program nevertheless won the participation of rural villages, and

has become a model for rural reforms. Developing nations continue to show

interest in the Saemaul Undong even to this day.

1.2.3. Expanding Nonfarm Income 

Rapid growth in the non-agriculture sector continued in the 1980s, and

the gap between the agricultural sector and the rest of the economy increased

further. While the entire economy grew by an annual average of 8.4% from

1977 to 1988, growth in the agricultural sector remained at around 1.0%.

Agriculture’s share of GDP fell from 24.8% to 10.5% during the same period.

The focus of national economic policy began to shift from rapid growth to

steady growth, and from government-led market protectionism to market

liberalization led by the private sector..

Agricultural policy also began to shift away from grain self-sufficiency.

Policies for increasing the agricultural income through  increased production

and price support structures were shifted towards the promotion of cash crops

and non-agricultural income. Industrial complexes began to appear in rural

areas, and the production of vegetables and livestock products began to

increase.
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The government’s price stability policies kept agricultural prices low. The

price of rice, which had increased significantly during the 1970s, remained

stagnant or rose by very small amounts in the 1980s. The dual price system

also kept the price of rice low, thus increasing the government’s deficit. The

Korean government was forced to lower purchasing prices and increase

release prices in order to relieve the financial burden on the dual price system.

The government’s price stability policies led to rising imports of

agricultural products. The government or its agents controlled food imports

until the late 1980s based on domestic demand. Major imports included beef,

the demand for which in the domestic market was rising, and chili peppers,

garlic, onions and sesame seeds, whose production had plummeted following

a poor crop.

As agricultural product prices were artificially depressed and imports

began to rise, the farm economy began to suffer. The government recognized

that boosting farming income through agricultural income alone was

insufficient, and began to create small industrial complexes in agricultural

regions to increase non-farm income. A total of 122 agro-industrial complexes

were formed from 1984 to 1988, but failed to produce any meaningful results.

Economic conditions in rural regions began to worsen and farm debt

began to pile up, which became a major social issue in the late 1980s. The

government had to create a number of debt-relief policies to address this

problem.

These policies included measures to expand the agricultural and non-

agricultural income of farm households, provisions for debt relief, and

programs to improve the living conditions in rural regions. While these

measures were the first development plans that tried to address the lagging

development of the agricultural sector, they were limited by a focus on debt

relief and non-agricultural sources of income rather than the fundamental

improvement of agricultural competitiveness.
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1.3. Agricultural Policy in the Age of Globalization

1.3.1. Liberalization of Agricultural Imports

As the Uruguay Round of trade talks

that began in 1986 took a hard line, there

was increasing pressure from food

exporters, including the United States, for

Korea to open its doors to food imports.

Thus, Korea announced the “Three-year

Plan for the Import Liberalization of

Agricultural and Fishery Products” in 1989.

This plan created provisions to liberalize the

import of 243 food items between 1989 and

1991, increasing the market’s liberalization

rate to 88.5%.

Korea also graduated from section 18

clause b (the BOP clause) of the GATT that had allowed the country to protect

its market from imports to maintain the trade balance, which made the nation

unable to limit the import of agricultural products. However, Korea received a

grace period of eight years to gradually open its doors to 273 products. In

1991, a total of 131 items were selected for import liberalization during 1992-

1994.

In 1989, the United States, Australia and New Zealand brought suit under

the GATT to open Korea’s beef imports, which had ceased in 1984 following a

beef price slump. The GATT panel advised bilateral negotiations on lifting

import restrictions and determining the amount of imports. After a series of

bilateral negotiations with each of the three countries in 1990, Korea

announced that the beef import quota will be increased gradually.

The period from the late 1980s to the early 1990s was a period of

increasing liberalization of the Korean agricultural market. As a result,

agricultural policy was tailored to address new issues created by these

developments.
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1.3.2. Restructuring Policies

As agricultural product imports began

to increase, the government announced a

series of agricultural policies in response,

including the “Agricultural and Rural

Structure Improvement Measures”

announced in July of 1991. This policy

created the framework for a total of 42

trillion won in investments for 10 years,

from 1992 to 2001, to improve the living

conditions in rural areas and increase

agricultural competitiveness. 

However, restructuring did not begin

in earnest until the conclusion of the Uruguay

Round Agreement on Agriculture in 1994. The tariffication without exception

clause was eventually passed, and the agreement opened the nation’s doors to

every agricultural product with the exception of rice. The main crop of Korean

agriculture was protected from imports for ten years, and Korea was able to

receive some reprieve from total liberalization by receiving the status of a

developing country.

In February of 1994, the government established the “Agricultural and

Rural Development Committee,” composed of 30 civilian experts, to respond to

the changes brought on by the UR Agreement. This committee submitted a

report to the president in May of the same year, which the government drew

upon to create a development plan that included the rearrangement of production

infrastructure, modernization of production and distribution facilities, fostering

of farm successors,  expansion of specialized farms, improvements in rural

living environment, and the expansion of welfare infrastructure. A new “Special

Rural Development Tax” was established in 1994, enabling the investment of

1.5 trillion won each year for 10 years to achieve these goals. The special tax

was extended for a second 10-year period in 2004.
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The major feature of Korea’s agricultural policy during this period was the

creation of government policies for a wide array of issues including production,

agricultural development and welfare. The focus of agricultural policy was the

expansion of farms to increase competitiveness and the fostering of high-quality

agricultural industry human resources. These policies injected a stupendous

amount of capital into the agricultural industry, but produced few results.

Agricultural growth, which had remained in the negatives in the late 1980s,

increased to 1~3% in the 1990s. Despite this growth, food self-sufficiency

continued to fall, from 43.1% in 1990 to 26.7% in 1996.

1.3.3. New Restructuring Policies - Direct Payment Systems and

the Growth of Environmentally-Friendly Agriculture

The financial crisis that befell Korea in 1997 placed the nation under the

bailout support of the International Monetary Fund (IMF). Foreign exchange,

interest rates and a wide range of other economic factors were placed under the

control of the IMF. The economy collapsed, resulting in negative growth in

1998. The U.S. dollar rate, which had previously remained around 900 won,

rocketed to 2000 won. Fuel and other raw material prices rose rapidly, and

consumer prices began to shoot up as well. The interest rate, previously around

10 to 13%, rose as high as 30%. Numerous companies folded up, and labor

cuts increased unemployment from around 500,000~600,000 to a high of two

million for a while.

The agricultural sector could not escape the storm of the financial crisis.

The rising exchange rate rapidly increased the price of imported feed, and beef

prices plummeted as demand fell. The price of a calf fell from one million won

to 100,000~150,000 won per head. Orchards and horticultural operations were

also hit hard by rising oil prices. Farms with debt were dealt a double blow

because of high interest rates and low demand. Farm management became

extremely unstable, and agricultural policy during this period focused on

stabilization and  continuation of agricultural production.

Major policies included the development of environmentally friendly
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agriculture, direct payment systems, and disaster insurance. Attempts to

stabilize farm management and provide support to small and medium-sized

farms characterized the agricultural policies of the late 1990s and the early

2000s. 

If structural policies before this period focused on large farms,

environmentally friendly agriculture was a policy suited for the development

of small and medium-sized farms. The government created the

“Environmentally Friendly Agriculture Promotion Act” in 1997 to boost the

growth of this industry, designating 1998 as the “first year” of environmentally

friendly agriculture. The “Environmentally Friendly Agriculture Direct

Payment System” was created in 1999 to provide direct support to farms in

protected areas desiring to switch to eco-friendly and organic farming

methods. 

The direct payment system was an income preservation plan created to

counter the effects of the WTO regime, and first appeared for realistic

consideration in the mid-1990s. A limited direct payment system was created

in 1997 to promote the early retirement of aged farmers, and the

comprehensive income support system was first applied to rice fields in 2001.

This paddy land direct payment system was aimed at farms that had suspended

production in the past (1998~2000)  to prevent an increase in rice production.

The payments totaled 250,000 won per hectare during the first year and were

limited to 2 hectares. The payments rose in the next several years to 600,000

won per hectare in 2004 and 700,000 won in 2005. In addtion to this, there are

other direct payment programs. These include “direct payment for

environment friendly agriculture,” “direct payment for regions with

unfavorable conditions,” “direct payment for environment-friendly livestock

farming,” and “direct payment for rural landscape conservation,” but these

programs are comparatively small in scale and funding.

In 1999, the “General Agriculture and Rural Act” was enacted to lay the

basis for all agriculture-related laws. This law redefined agriculture, farmers,

and agricultural regions to suit today’s changing conditions and offered a
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future direction of Korea’s farming industry, farmers and rural communities.

This law also provided provisions for future investments and loan plans.

1.3.4. Rice Tariffication Negotiations and Changes in Related

Policies

Korea received a special treatment regarding rice imports in the Uruguay

Round Agreement on Agriculture of 1994. While the rice market was

permitted to receive protection for ten years from 1995 to 2004, imports of 1 to

4% were mandated as minimum market access (MMA).

According to appendix 5(B) of the WTO agriculture agreement (any

negations on the extension of special treatment must begin and end in 2004),

Korea began negotiating with other countries regarding tariffication deferment.

Nine countries, including the United States, China, Australia, Thailand,

Canada, Argentina, India, Pakistan and Egypt, agreed to enter into

negotiations, and final agreements were hammered out in December of the

same year. 

According to the negotiations, the special treatment on rice (deferment of

tarriffication) was extended for another ten years. In return, MMA imports

were to be increased from the previous amount of 4% to 7.96%. MMA

imports of staple rice were to be extended from the previous amount of 10% to

30% by 2010.
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While Korea was able to receive tariffication deferment through these

negotiations, future imports are expected to place a significant strain on the

Korean rice crop. A total of 225,575 tons of rice entered the country in 2005.

In 2014, imports will expand to 408,700 tons. Taking into account the

continued drop in domestic rice consumption, rice imports in 2014 will

account for over 10% of total domestic consumption.

In response to these negotiations, Korea’s rice policy and its framework

for  purchase and direct payment programs underwent fundamental changes.

The government’s rice purchase policy, which had lasted for nearly 50 years

since the creation of the republic, was finally abolished, replaced by a

stockpile system to ensure food security. Direct payment programs were

strengthened to compensate for the smaller role of the government in the

market and falling rice prices. In addition to the fixed direct payments of

700,000 won per hectare, a flexible direct payment system that compensated

for a part of the difference between target and market prices (at 85% of price

difference) was introduced. The target price is determined by the three average

rice prices of  previous five years, with the high and the low prices excluded.

Target price between 2005 and 2007 was set at 170,083 won per 80 kg. If the

sum of the market price and the fixed direct payment exceeds the target

payment, flexible direct payments are not issued. This system is similar to the

counter-cyclical payment (CCP) system of the United States.

Fixed direct payments are not linked to production or prices and thus are

included in the “green box” (permitted subsidies) under the WTO, but flexible

direct payments are classified as “amber box” subsidies due to its link with

market prices and payment to farms that cultivated rice in that year.

1.3.5. Korea-Chile FTA

Unlike the multilateral negotiations of the WTO, free trade agreements

(FTAs) are bilateral agreements that grant trade preferences to the involved

parties. Korea signed its first FTA with Chile (effective 2004), followed by

agreements with Singapore (2006), EFTA (2006), and ASEAN (2007). An

제6장1절  1904.6.26 9:1 PM  페이지342   9600/233三綱五倫 가상 프린터 2400DPI 200LPI  W



FTA with the United States, the world’s largest agricultural product exporter, is

nearing completion, and negotiations are underway with the EU.

Korea signed its first FTA with Chile. The negotiations were completed

in October of 2002, but fierce resistance from fruit growers and the agricultural

industry prevented the parliament from authorizing the agreement until

February of 2004. The agreement entered into effect in April of that year.

In the Korea-Chile FTA, Korea agreed to remove tariffs for 224

agricultural products (15.6%) among a total of 1,432 items, with tariffs for

another 545 items (38.1%) slated for removal in the next five years. Other

tariffs were to be lifted after seven or ten years, but rice, apple and pears were

excluded from the agreement due to their importance in the Korean

agriculture. Grapes received a seasonal tariff designation, with current tariffs

applied to imports from May to October, and tariffs for imports during the

other months to be lifted over a period of ten years.

As the first FTA signed by Korea with Chile, the agreement brought

significant fear to farms. Already having experienced the difficulties created

after the URAA in the mid-1990s, farmers have extreme distrust of free trade

agreements of any kind. Farm households

began to resist liberalization as a whole,

and violent demonstrations took place

all over the nation.

In order to assuage these fears, the

government created compensation

programs as well as plans to enhance

the competitiveness of the domestic

industry. A special act to support

farmers and fishermen in response to

FTAs  was created and a decision was

made to raise a  1.2 trillion won fund

over a seven-year period (2004~2010)

to assist farmers who will be negatively

Agricultural Policy  343

A farmer reads a news article about
the government’s rural master plan.
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affected by FTAs in the future. In the fruit industry, where the negative effects

of the FTA were going to be most felt, various compensation schemes were

created to maintain the revenues of orchards. 

1.3.6. Korea-US FTA

Negotiations for the FTA with the United States began in February of

2006. There were many industry areas with conflicting interests between the

two parties, not only in the agricultural field but also manufacturing fields.

There was significant domestic opposition as well, from farmers and a variety

of other groups that considered an FTA with the United States considerably

different from the agreement with Chile. While only a few agricultural

products, including grapes, kiwis and pork, were imported from Chile, nearly

every agricultural product could be imported from the United States; and the

effects were expected to be significant. Farmers voiced intense opposition to

an FTA with the United States.

Although the Korean government stated during the early part of the

negotiations that rice will be an exception, the United States demanded the

inclusion of all items. Eventually, rice was excluded from the negotiations.

However, the negotiation over beef was not easy. Imports of American

beef had been suspended following the outbreak of mad cow disease (BSE) in

2004. The U.S. government wanted to resume beef exports to Korea through

the FTA. The issue of beef was in fact a matter to be dealt by quarantine and

food safety agencies, not as part of the FTA. However, this issue was resolved

when the president of Korea announced that the country will cooperate with

the United States to resume beef imports as soon as possible. 

The Korea-U.S. FTA finally reached agreement in April of 2007 after

nearly ten negotiation sessions in Korea and the Unites States, 15 months after

the negotiations began. Considering that the FTA with Chile took over three

years, the agreement with the U.S. had been relatively quick.

A total of 1,531 agricultural items were subjected to the agreement. Rice

(specifically, 16 items) was excluded from the agreement. Other grains would
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be subjected to current tariffs, but with increased tariff-rate quotas  (TRQ) that

would expand the amount of imports.

Tariffs for beef, pork and poultry products were agreed to be lifted over a

long term. A variety of categories were created for beef and pork imports, with

safeguards created for items that were expected to be imported in large

quantities.

While seasonal tariffs were permitted for oranges that maintained current

tariffs, tariffs for other fruits were agreed to be abolished over the next ten to

20 years. Vegetables and specialty crops received 15-year grace periods, with

SG of 18 years. Raw ginseng, white ginseng and red ginseng also received 18-

year grace periods with 20-year SG.

1.3.7. North Korea Trade and Aid Programs

The aid for North Korea can be divided into government aid and private

aid. Government-level food, medicine and fertilizer aid is given directly to

North Korea in times of floods and other national disasters or through the

WFP (World Food Program), WHO (World Health Organization), UNICEF

(United Nations International Children’s Emergency Fund) and other

international organizations. If previous forms of aid consisted mostly of

emergency supplies, recent aid has focused on development support including

the recovery of agriculture

and healthcare systems.

While the government

provides the bulk of aid to

North Korea, private aid is

increasing as well. Prior to

1995, there was no means

for private parties to send

aid items to North Korea.

The items collected by the

Korean National Red Cross

Former South Korean President Kim Dae-jung and
North Korean leader Kim Jong-il exchange the texts
of a joint communique in June, 2000.
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were sent to North Korea by the Inter-national Federation of Red Cross, but

the amounts were not significant. How-ever, the system was changed to allow

direct transfer of aid items through the National Red Cross, and private

organizations were permitted to send aid from 1999, which rose from $20

million in 1999 to $70 million in 2006. 

Economic exchange between North and South Korea is increasing

rapidly as well. While trade between the two Koreas amounted to less than

$100 million in the early 1990s, it increased to over $1 billion in 2005. The

recent expansion of trade between North and South Korea is partially

attributed to the establishment of the Gaeseong Industrial Complex, which

began construction in 2003 and produced its first product in 2004. The

Gaeseong Industrial Complex will continue to increase economic exchanges

between the North and the South. Under free trade agreements with Singapore,

EFTA and ASEAN, products made in the Gaeseong Industrial Complex will

be labeled as “made in Korea.”

Trade between North and South KoreaFigure 6-1
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Section 2. Agricultural Budget and
Investments and Loans

Agricultural budgets are bound to change depending on national

agricultural policy. For example, the agricultural budget before the 1980s was

small and it was used mostly to support agricultural product prices and

production expansion projects. In recent years, budgets in this field have

increased significantly as the policies aimed at the welfare of farm operators

and the development of farming operations have become increasingly

important.

The total agricultural budget in 2007 was 9.4 trillion won, or 6.8% of the

total national budget. Out of this agricultural budget, the fund for enhancing

the business stability of farms and the fund for income support programs

accounted for 30%, followed by 22% for agricultural supply and grain

management and 21% for the establishment of agricultural production

foundations.

The agricultural budget is divided into smaller budgets and funds, and

further classified into investments or loans depending on the support structure.

The loans from the government are called strategic finances, and the loans

have been increasingly replacing support programs for farmers, shifting from

traditional protective measures to market-oriented policies.

2.1. Agricultural Budget System

The national budget is divided into smaller budgets and funds, and

further classified into investments or loans depending on the support structure.

The central government and regional self-governments operate their own

budgets under general accounts and special accounts. Since “government

budget” usually refers to the budget of the central government, the following

discussion will be focused on the central government’s budget system.

Special accounts do not follow the principle of prohibiting the use of

budget for specific purposes, which characterizes the general budgetary
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guidelines, and are independent budgets used to fund the operation of special

policy programs. There are five special accounts in the agricultural sector,

including the agriculture and farm village restructuring special account and the

grain management special account.

Funds are linked even more strongly with specific programs, managed

separately by the agency responsible for the program. There are seven funds

operated by the Ministry of Agriculture and Forestry, including the agricultural

land management fund, the agricultural product price stability fund, and the

flexible direct payment fund for rice income protection. 

Agricultural budgets other than direct expenses used by the government

are utilized as direct investments by the government or related organizations,

or provided as loans to farmers and other groups. Loans are usually provided

through agriculture-related special accounts or funds, and are called strategic

finances. These funds are drawn from the national budget or from the loan

capital of commercial banks. The government sometimes only uses the

method of compensating the interest rate gap between the policy finance

interest rate and the commercial bank interest rate. This type of system places

less burden on the government budget while providing low-interest loans to a

large number of users, and it softens the competitive relationship between

strategic financing and commercial lending.

Project expenses are created and executed by long-term investment and

loan plans, with a 10-year period currently set aside from 2004 to 2013 to

carry out basic policies for agriculture and farming regions. This is the third

long-term budget investment and loan plan exclusively designed for the

agricultural sector since 1992. 

Korea’s agricultural policy includes farming as well as forestry, and the

Ministry of Agriculture and Forestry operates the Rural Development

Administration and the Korea Forest Service. The Rural Development

Administration oversees the research and development (R&D) activities,

training, and distribution of technologies in the agricultural sector, while the

Korea Forest Service oversees the administrative and R&D aspects of the
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forestry industry. The Ministry of Agriculture and Forestry, the Rural

Development Administration, and the Korea Forest Service are all allotted

separate budgets, which are often referred together as the “agricultural and

forestry budget.” Agricultural budget sometimes refers only to the Ministry of

Agriculture and Forestry’s budget as studies that treat the budgets of all three

agencies are uncommon.

The agricultural and forestry investments and loan expense come from

the financial resources of the agricultural and forestry budget expenses and the

long-term project expenses of agriculture-related funds, and thus these are

larger than the agricultural and forestry budget described above.

The agricultural and forestry investment and loan project adopts a

bottom-up approach in formulating a budget by allocating necessary funds for

development projects proposed by the project initiator through normal

administrative channels. The project review board in each city, county and

province examines each proposal and requests the fund to the ministry or

related agencies. The ministry or the agency then will transfer this request to

the Ministry of Planning and Budget, which submits the proposal to the

parliament for approval (Figure 6-2). The Ministry of Agriculture and Forestry

publishes the “Agriculture and Forestry Investment and Loan Project

Guidebook” each year that contains the entire process of each project in detail

to ensure transparency.

2.2. Size and Composition of the Agricultural Budget

The total agricultural budget in 2007 was 9.441 trillion won, an increase

of 7.4% compared to the previous year to account for 6.8% of the total

national budget. The Ministry of Agriculture and Forestry takes 81.8% of the

budget, with 5.4% going to the Rural Development Adminstration and 12.5%

allocated to the Korea Forest Service. The composition of the budget is

indicated in Table 1. Project expenses account for 97% of the total budget. Out

of the total, the funds for enhancing the business stability of farms and the

funds for income support programsaccounted for 30.5%, followed by 22.1%  
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Agricultural and Forestry Investment and Loan Support System

for agricultural supply and grain management, and 21.9 % for the

establishment of agricultural production foundations.

While the agricultural development and welfare portion was only 12.9%

of the total budget, it reflects an increase of 5.0% from the previous year’s

7.9%, indicating the rising importance of agricultural policies.

The strengthening of the agriculture’s structure, which indicates the

enhancement of the competitiveness of the industry, comprised 9.8% of the

budget, but the actual percentage was close to 31.7% when production

foundation expenses are included. Agricultural and livestock business funds

are short-term business loans to farms, which were supported by government

funds before 2006 but converted to commercial interest transfer loans in 2007

to reduce the funds’ reliance on government support. The agricultural and

livestock management capital is the largest strategic finance.

Figure 6-2
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Itemized Distribution of Ministry of Agriculture and Forestry Budget

unit: 100 millions of won, %

Source: Ministry of Agriculture and Forestry, bureau of finance planning

2.3. Changes in the Agricultural Budget System and Long-
term Investment and Loan Plans

Changes in the agricultural budget system are closely linked to the
opening of the agricultural product market. Prior to the URAA, agricultural
development plans were created every five years as part of the government’s
economic development plans. Rice was the center of policy focus as the farm
policy during this period concentrated on expanding food production and
providing stable supplies. The budget was dominated by land reorganization,
irrigation improvement, mechanization, fertilizer support and other programs
related with rice production.

The government provided support through its strategic financial
resources. In the 1970s, when the government’s budget was lean, short-term
agricultural loans formed the major part of the budget, but long-term loans and
support for farm machinery and facility purchases were increasingly supplied
from the late 1970s. The National Agricultural Cooperative Federation
(Nonghyup) was selected to be the sole conduit for government funds,
contributing to the development of the agricultural cooperative federation as a
successful banking service provider in rural areas.

From the early 1990s, agricultural budgets were increasingly formulated

Table 6-1

2006 2007

Amount    Percentage Amount Percentage

Budget general expenses (I+II)  
I. Project expenses

Farm income, management stability 
Rural development, welfare promotion
Farm environment strengthening
Grain management and produce supply and demand
Agricultural production foundation
Agricultural and livestock management expenses

II. Basic expenses

73,203   
71,232   
23,405   
5,760 
6,700 

16,205 
16,334 
2,828 
1,971 

100.0 
97.3 
32.0 
7.9 
9.2 

22.1 
22.3 
3.9 
2.7 

77,241   
75,112   
23,545 
10,000   
7,595 

17,079 
16,893 

- 
2,129 

100.0 
97.2 
30.5 
12.9 
9.8 

22.1 
21.9 

- 
2.8 
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around the long-term investment and loan plans of the agricultural sector, which are

usually planned for 10-year periods or based on the particular conditions of the

corresponding time. The government is currently managing a 10-year plan spanning

from 2004 to 2013 with a total of 119 trillion won of central government funds for

the “general development of the agricultural industry and rural regions.”

Agricultural budgets have increased rapidly following the liberalization

of the market. While the national economy developed rapidly and the

agricultural industry grew significantly as well, the Korean agricultural sector

is still dominated by small-scale farms with an average cultivated area of only

1.3 ha. A complete liberalization of the market will effectively destroy the

entire industry. Opening the agricultural market to imports was unthinkable

until the mid-1980s. Korea was in fact a net importer until 1985, and was able

to regulate agricultural imports under the terms of the section 18 of GATT,

which provided protection for countries with trade deficits.

Korea turned into a net exporter in 1986 and began to face pressures to

open its doors to agricultural imports. The government announced a series of

import schedules in advance to allow the industry to prepare, but vowed to

limit the imports of rice and other crucial products.

However, the government had to abandon this stance as the Uruguay

Round negotiations began. The government redoubled its efforts to strengthen

the competitiveness of the agricultural industry to compensate for these

pressures, resulting in the long-term investment and loan plans. The Kim

Young-sam adminstration (1993~1998) announced plans to inject 42 trillion

won into rural regions during the 10-year period starting in 1992, but the plan

was scaled back by three years. As the liberalization of the rice market became

inevitable, the government announced additional plans to provide 15 trillion

won to the agricultural industry from 1994 to 2004.

The Kim Dae-jung administration (1998~2003) created plans to provide

45 trillion won to follow the previous 42 trillion-won plan. The Roh Moo-

hyun administration (2003~2008) prepared an expanded agricultural support

system, planned to begin in 2004, to respond to the DDA and FTA market

pressures by ending the Kim Dae-jung administration’s plan one year early.
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In sum, the long-term plans can be divided into three periods: the first

period from 1992 to 1998, the second period from 1999 to 2003, and the third

period from 2004 to 2013. A total of 5.1786 trillion won were injected during

the first period, followed by 6.5254 trillion won in the second period and

11.929 trillion won in the third period. If the first period is set at an index of

100.0, the second and third periods equate to 126.0 and 230.4, respectively.

Agriculture’s share of the national budget did not exceed 6% until the

mid-1980s. However, increasing market pressures since the 1980s led to the

expansion of the agriculture and forestry budget, climbing to as high as 14.8%

of the total in 1995 when the agricultural industry restructuring project was at

its peak during the Kim Young-sam administration.

However, as the budget expanded, capital use efficiency fell, and

there were charges for budget misappropriation. The foreign exchange

crisis of late 1997 and the subsequent difficulties in drawing up the

national budget led to drastic cuts in the agricultural and forestry budget

as well, falling to 6~7% in 2000 and holding steady for the past several

years. While investments and loans increased, their actual percentages fell

as total government budget increased during the same period.

The government’s investments and loans in the agricultural and forestry

sector during the 1990s were largely distributed for hardware purposes,

including production facilities modernization and farm machinery

mechanization. During the first long-term investment and loan period from

1992 to 1998, 41.9% of the total government input were distributed for the

establishment of production foundations including agricultural mechanization

and facility modernization, with 9.6% for living conditions improvement and

rural welfare projects, and only 0.8% for environment-friendly agriculture.

During the second period, facility and mechanization investment rate fell to

39.6%, despite the investment amount taking up the largest portion of the

budget. Larger than previous allocations were made to improve distribution

and support environmentally-friendly agriculture, with budget allocation rates

of 8.4% and 11.6%, respectively.
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Agricultural Budget to Total National Budget

Source: Agricultural and Forestry Industry statistics for each year, Ministry 
of Agriculture and Forestry, up to 2005.
National Budget Overview, Ministry of Planning and Budget, from 2005. 

In order to enhance the competitiveness of the agricultural industry, the

expansion of financial investment and loans enhanced the willingness of farms

to invest in their operations in the 1990s. Government support and cheap

strategic finances were used to expand investment and adopt new

technologies. As a result, productivity rose and production expanded, but the

lack of new demand after 1996 and the foreign exchange crisis of the

following year cut prices and worsened farm revenues. The government

announced a series of measures to relieve farms from their debts and interest

payments, which eased some pressure each year from 1998 to 2003. Farm

loans and debts, however, have remained major issues to this day.

These changing conditions led to increasing budget allocation to software

rather than hardware, towards stabilizing farm revenues, developing rural

regions and expanding welfare programs. These projects, which began in

2004, increased the allocation of the budget in such projects and reduced the

funds going to production and facility-related initiatives. While 20.6% of the

budget were earmarked for farm management and income stabilization

programs in 2003, this share is planned to be increased to 30% in 2013 when

Figure 6-3
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the current development period ends. The budgets for rural welfare and

regional development will also rise from 8.65 in 2003 to 17.2% in 2013. On

the other hand, the budget share for production base readjustment is forecast to

fall from 32.6% in 2004 to 8.9% in 2013.

An important characteristic of the distribution of funds in the current

development plan is the expansion of the direct payment system to support the

income of farm households. With the demand for rice expected to fall further

and the tariffication slated to begin in 2015, pressures are projected to gather

strength against the Korean agricultural industry. The government abolished its

rice procurement policy and created a direct payment system to compensate

the loss in rice income. This new program demanded vast sums of financial

support, increasing the budget shares of income and management stability

funds.  

Another major change is the change in funding methods. In 1999, the

government adopted a new loan program called combined agricultural fund

that allows loan agencies to review individual business loans to farms for using

the funds from the financial assets of the lending agency. While the main goal

of the fund is to reduce inefficiency in strategic finances, the new system also

aims to increase the budget utilization efficiency. Although the program is

currently limited to certain uses, such as agricultural facilities improvement, it

is being expanded to eventually replace the strategic funds. The operation of

the program had formerly been limited to the NACF, but the government

recently allowed commercial banks to participate in the program as lenders as

well.  

The Korea-U.S. FTA will accelerate the liberalization of the agricultural

market than previously planned, which will entail changes in the budget. The

key policy targets for the government thus far have been classified broadly into

“agriculture,” “farm income,” and “rural development.” However, this broad

picture has changed with the replacement of “farm income” with “food,” and

farm income compensation and support programs are being planned.
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Investments and Loans by Category

unit: ten billion won, %

Source: Ministry of Agriculture and Forestry, “Agriculture and Rural Region

Development Plans,” December, 2004

2.4. Issues

The agriculture budget is receiving increased criticism for its size, lack of

transparency, rigidity, and efficiency in distribution and allocation. First, some

observers question whether there is sufficient support for areas that will be

hardest-hit from the market liberalization. They believe that while

liberalization is inevitable, the government needs to dedicate more resources to

bolster the industry. On the other hand, observers outside the agricultural

industry state that the current allocations are sufficient as long as they are

efficiently used, and any further expansion of the agricultural budget will be

detrimental to the nation as a whole.

Table 6-2

Category 2003(%) 2008(%) 2013 (%)

Enhancing agricultural
conditions, increasing

competitive capabilities
191 (24.8) 311 (28.5) 479 (32.2) 

Stable farm revenues and
business conditions 159 (20.7) 285 (26.2) 447 (30.0) 

(Direct payments) (72) (9.4) (247) (22.6) (341) (22.9)

Rural welfare and
regional development 66 (8.6) 157 (14.4) 256 (17.2) 

Improvements in
agricultural product

distribution 
52 (6.7) 102 (9.3) 95 (6.4) 

Development of forestry
resources 50 (6.5) 66 (6.0) 81 (5.4)

Reorganization of
agricultural production

foundations
251 (32.6) 171 (15.7) 132 (8.8) 

Total 841 (100.0) 1339 (100.0) 1489 (100.0) 
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Second, while the public’s interest in the size and usage of the

agricultural budget increased after the agricultural restructuring programs of

the 1990s,  the government is often criticized for its lack of transparency in the

use of the budget as even industry experts have trouble in fully understanding

the budget. This confusion arises because government budget reports are not

prepared from the perspective of the general public. While the government

constantly maintains that the budget has been significantly expanded, actual

conditions of the industry frontline often make such claims hard to accept. 

Third, large portions of the budget are fixed expenses linked to previous

policies, and can not respond quickly to new budgetary needs. The purchase

and storage of the national grain stock, funds for the sales and management of

these grains, funds for providing debt reliefs, and the fertilizer purchase

compensation funds are set for long repayment periods, thus laying a burden

on the rest of the budget. At one point, these fixed expenses accounted for

almost half of the entire budget of the Ministry of Agriculture and Forestry.

Fourth, there is criticism that the budget is not properly allocated based

on the importance and the effects of each policy. Since the agricultural budget

is closely linked with the issues of the industry as a whole, the task of finding

effective means to address the issue can not be achieved by the improvement

of the budgetary system alone. Considerable time is required before the

structural problems and issues of the Korean agricultural industry can be

addressed and overcome. While a lower protection of the domestic industry

has led to reduced income opportunities for farmers, the government lacks the

funds to compensate for these deficiencies. Also, there are too many farms left

out in the industry, and many farmers are too old to seek other sources of

income. The rural population continues to fall, and the lagging industrial

development makes finding non-agricultural income even more difficult.

Large farms, too, are often plagued with high debts and interest burdens.

The government is trying to increase policy effectiveness by providing

different types of support to different farming enterprises. The agricultural

budget will be tailored to suit these changing conditions. In order to achieve
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such efficient allocation, however, accurate collection and management of

farm data are needed, as well as the social consensus on policies that provide

different levels of support to different groups. The agricultural budget will be

at the center of these discussions. Appropriate budget size, increased

transparency of allocation and usage, reduction of unwieldy fixed expenses

that prevent timely reponses to changing conditions, and the budgetary

allocation based on accurate assessment, information, and social consensus

will increase the effectiveness of agricultural policies, and contribute to the

eventual solving of problems faced by Korea in the agricultural field today. 
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Chapter 7. Prospects and Visions for Korean
Agriculture

The Korean agriculture has rapidly developed during the last half century.

Despite having suffered from severe food shortages until the 1960s, Korea has

achieved self-sufficiency of rice since the end of the 1970s, and productivity of

rice has been greatly enhanced afterward through the improvement of

agricultural production base and technology innovation. In addition,

agricultural sector has greatly contributed to the development of Korean

economy by providing land, labor and capital to the secondary and tertiary

industries, as well as to the preservation of land resources and the environment.

Although the roles and functions of agriculture have greatly expanded, it

cannot be denied that the agricultural structure was still very weak, and did not

properly prepare itself to compete with foreign countries. As a result, the

globalization and liberalization that started in the late 1980s was a big shock to

the agricultural sector, and such changes provided a momentum to seek

agricultural policy reforms and structural adjustment in the 1990s.

It is anticipated that the agricultural circumstances will be changed even

faster than before domestically and internationally. The changing conditions

such as high-quality and diversified food consumption patterns, strengthening

of consumer power, deepening of international competition, establishment of

local autonomous governance, and foreseeable South-North Korea

reunification will require modifications in the direction and implementing

measures of agricultural policies. Accordingly, seeking a new paradigm of

agriculture and rural development strategies are very important for the

continuation of agricultural policy reform.
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Section 1. Korean Agriculture and Agricultural
Policy in the Global Era

1.1. Trends of World Agriculture and Policies

The trends of world agriculture and agricultural policies during the past

half century can be classified into three phases in general.

The first phase being from 1960 to 1980, it was a period during which the

focus of agricultural policy was changed from production and price to

structural adjustment. Until the middle of the 20th century, most developed

countries devoted themselves to increase agricultural production through price

support such as setting the minimum prices, as if they are agriculture-based

countries. Although, the price policies were effective for food production, they

created other problems, such as inefficiencies in agricultural production and

distortion of production structure. Moreover, the price policy had a lot of

limitations in solving income problems.

Entering the 1970s, the European Community (EC) became aware that

structural policies were essential to solve agricultural problems fundamentally.

European countries began introducing agricultural structure policies for the

self-reliant management of family farms. As a successful example, the former

West Germany implemented a powerful structural policy and increased its

farm size more than double during a 10-year period till the early 1980s.

Despite such achievements, the structural policies of European countries

were confronted with common problems as the following. Firstly, the number

of large-size farms was not increased to the extent that was expected, and there

appeared a certain range of limitations to increase farming scale through

farmland mobilization.

Secondly, a rapid decline in agricultural population due to the out-

migration policy caused farm village hollowing, deterioration of natural

resources and landscape, and poor management of national territory, and

therefore, criticisms and doubts on structural policies appeared. Thirdly, as
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agricultural production became specialized, mono-cropping, and intensive

through large-scale farming, a series of shortcomings, such as destruction of

eco-system and environmental pollution, gradually turned out to be serious

problems. Fourthly, despite implementing structural policies, the income

problem of small farmers could not have been solved.

The second phase was from 1980 until 1995. In this period, the

limitations of the efficiency-based agriculture gave a birth to regional policies

that also supported small farmers. From the mid-1980s, European countries

began to implement both the regional policies and the expansion policies. Such

changes were the results of an awareness of external effects of agriculture in

addition to the industrial benefits of producing agricultural commodities. 

Trends of Agriculture and Agricultural Policies in the WorldTable 7-1

Periods Major Contents and Characteristics

1960~1980
Policy shift from

production and pricing
to structural issues

Increased food production based on green revolution and price support
- Intrinsic limitations are exposed in solving the earnings problem

through increased production.

Simultaneous pursuit of balanced urban-rural incomes and improved
productivity through structural enhancement around the 1960s

1980~1990
Limitations of

efficiency-centered
agriculture and the

emergence of regional
policies

Contributions to productivity enhancement through price support,
export assistance, etc.
- The oversupply of agricultural produce acted as a catalyst to prompt

the Uruguay Round (UR) negotiations
- The collapse of the cyclical ecosystem and the exposure of

environmental contamination 

Interest in the sustainability of agriculture in less-favored areas from the
early 1980s.
- The awareness on the importance of natural resources and
environmental conservation

1995~Present
Policy responses for

sustainable
development of

agriculture

The value recognition of multiple functions of agriculture and farm
villages
- Interest increase in environment-friendly agriculture, food safety,

countryside scenery, etc.
- Seeking to invigorate regional economy through urban-rural

exchanges

The conversion from protective policy on agriculture to market-oriented one 
- Approach to the income problem with the direct payment system
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It strongly reflected the thought that farmers, key producers, rural areas,

and the space for production must be maintained at the same time for the

sustainable development of agriculture. 

Although there are various policies for sustainable development of

regional agriculture, the most widely accepted policy is the so-called “special

consideration for less-favored areas.” The direct payment system, which began

in Great Britain in the 1980s for less-favored areas, spread out to the entire

European continent. It increased farmers’ income, and was utilized as a useful

means for regional development.

Although price support and export assistance contributed to agricultural

productivity, over-supply of agricultural products triggered the commencement

of the Uruguay Round (UR) negotiations. The UR negotiations on agriculture

began in 1986 and reached an agreement in December 1993 after long and

controversial discussions and debates. Based on this agreement, the World

Trade Organization (WTO) was established in 1995, and the agricultural

globalization progressed fast.

The third phase is from 1995 to the present. New attempts are being

pursued for the sustainable development of agriculture. The major focuses of

agricultural policies in the 1990s in many developed countries are

environmental protection and national territory maintenance rather than

agricultural production itself. It is widely thought that the agriculture’s intrinsic

function of preserving natural resources is no less important than producing

food. Although traditional agriculture has been developed in the direction of

intensifying efficiency, and contributed greatly to the overcoming of food

shortage, there are a lot of criticisms that the intensified agriculture caused

serious external diseconomies such as the deterioration of environment and

ecosystem, soil erosion and contamination, water and air pollutions, etc.

Under these circumstances, sustainable agriculture, in particular, has been

emerging as an alternative way to cope with such agricultural problems.

Firstly, it contributes to not only reducing production but also preserving the

environment by adopting extensive and low-input farming. Secondly, it
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secures food safety. The high-input technology, which has been used so far,

increases yield, but threatens the food safety by continuously increasing the

use of agricultural chemicals. Nowadays, consumers are concerned more

about food quality than quantity, and therefore, food safety has become an

important criterion in purchasing food. Thirdly, people have been concerned

over exhaustion of resources and destruction of the environment such as

pollution of soil, water and air, soil erosion, etc. The UN Framework

Convention on Climatic Change, which has been founded to prevent global

warming, has had considerable effect on the agricultural sector, too. 

1.2. Prospects on the Circumstances of Korean Agriculture

The changes in external circumstances surrounding the Korean

agriculture in the 21st century are anticipated as follows:

Firstly, due to the worldwide trade liberalization, the opening of domestic

market will be further accelerated. In accordance with the country schedule of

the Uruguay Round (UR) negotiations, Korea already opened fully for most

agricultural products except rice. In the ongoing WTO and DDA negotiations,

it is anticipated that discussions will focus on lowering trade barriers, such as

high-tariff and state-managed international trade, and non-tariff measures

including quarantine are also asked to be standardized to the global level. In

addition, negotiations

are underway to sign

free trade agreements

(FTAs) with Japan,

Mexico, the EU, India,

and Canada after the

conclusion of FTAs with

Chile, Singapore, the

European Free Trade

Association (EFTA),

the Association of

Agriculture in Korea  364

Agricultural Outlook Conference 2008
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Southeast Asian Nations (ASEAN), and the United States. Accordingly, it is

anticipated that market liberalization will be even more accelerated in the

future.

On the other hand, the economic growth in Asian countries, such as

China and ASEAN, is very fast following those of Japan, Korea, Taiwan and

Hong Kong. It is also anticipated that developed countries will ask for the

developing Asian countries, especially for Korea, to open their markets to the

international level.

Secondly, the need for food security will be increased because the world

grain market has become instable. As the weather changes abnormally in

recent years, it is predicted that the instability of the world’s grains market will

continue, and that the desire for national food security will be increased even

more than before. It is anticipated that developing countries including China,

in particular, will be converted from grain exporting countries to importing

countries due to their industry-centered growth strategies and increased

consumption, and there is a possibility that the lowering of agricultural

protection under the WTO will reduce the food supply on the world level. In

reality, the export of the EU is decreasing due to the agricultural reforms, and it

is difficult for even such traditional exporting countries as the United States,

Australia, and Canada to increase production capacities. In accordance with

the instability of supply and the reduction of national stockpiles, it is

foreseeable that the concept of food security will change from the past’s

ideological one to an economic one that is based on actual profits. 

On the other hand, it is anticipated that the Korean market will also be

changed as follows: Firstly, the initiative of the agricultural commodity market

will be shifted from producers to consumers. It is anticipated that the product

differentiation will accelerate due to the diversified consumption of agricultural

products in a high-income era, and the dining industry is to grow greatly. As the

food market grows, the roles of the storage and processing will continue to

increase, and the combined industrialization of the food industry through

vertical integration will make advances. In addition, large-size retailers, such as
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discount stores and specialty stores, will dominate the agricultural market along

with the specialization and diversification of marketing channels. Quick

changes are also expected to take place in the marketing at production and

wholesale levels in step with the changes in the retail sector.

Secondly, the competition in Korea’s agricultural market will become

severe. As almost all agricultural products have to compete in the open market,

only those products with high quality can be chosen by consumers, meaning that

the market will be shrunk unless domestic products are differentiated from

foreign products through quality, production cost reduction, and productivity

increase. Ultimately, only those agricultural firms and products that are on the

levels suitable for export will be able to produce continuously in the domestic

market.

Thirdly, the multifunctionality of agriculture is predicted to increase as Korea

enters into an advanced country. Environment-friendly agriculture, which aims to

supply safe food and preserve the environment while maintaining productivity, is

an international trend. Agriculture has been playing many roles on the national

level, such as food security, conservation of the national territory and the

environment, as well as a lot of social functions including maintenance of farm

villages, preventing city congestion, employment in the agricultural industry, and

supporting of aged population. Therefore, the improvement of welfare and living

conditions for diverse farm households including specialized self-reliant farms will

be an important task for not only vitalizing the regional society but also for

restructuring the agricultural industry. 

Fourthly, the government’s policy responses in preparation for an

improved relationship between South and North Korea and the reunification of

the two countries will be important. Especially in preparation for reunification

with North Korea, which is in a structural chronic state of food shortage,

realistic responses are necessary on the part of South Korea. Moreover, it is

also important to prepare not only short-term measures, such as providing

technology and agricultural inputs, but also ways to solve the fundamental

problems of agriculture, including structural reforms.
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Section 2. The Role and Vision of Korean Agriculture

2.1. Anticipated Roles of Agriculture and Rural Region

The Korea Rural Economic Institute conducted a survey of 1,500 urban

residents and 2,000 farmers in January 2007, asking them about their opinion on

the role of agriculture and rural region. The results showed that they have a

positive view of agriculture. Particularly, on the question of importance of

agriculture in the national economy, the ratio of respondents who said that

agriculture will continue to be important in the future, as well as in the past,

accounted for 88.4% of urban residents and 72.1% of farmers. This showed that

more urban residents than farmers perceive agriculture to be an important industry.

On the question of anticipated roles of agriculture and rural region, both

urban residents and farmers picked “stable food supply” as the most important

role, and more urban residents than farmers thought likewise. In addition to the

stable supply of food, balanced development of the national territory and

preservation of the natural environment are perceived by the respondents to be

the next important roles. It was revealed, however, that there exists a gap of

perception between urban residents and farmers. Urban residents thought

balanced national development as the second most important role whereas

farmers thought preservation of the natural environment as the second most

important role.

As it has been revealed in the survey, the Korean agriculture is asked to

play the following multiple roles: a key industry creating added values and

employments, the environmental industry preserving the territory and the

environment, and the food industry that takes care of what the people eat. 

Firstly, the Korean agriculture is required to play the role of life industry

that safely and stably supplies cheap and high-quality food to the people. If the

food, the basic source of life, could not be provided by ourselves, it will be

difficult to maintain the national foundation, and if the foundation would

break due to the destruction of agricultural production base, then a lot of time

and costs will be required to recover them. 
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Perception on the Role of Agricultural and Rural Region (2007)

Note: The respondents were asked to choose two answers for each question. 
Source: Survey by the Korea Rural Economic Institute (January 2007)

Multifunctionality of AgricultureFigure 7-1

Table 7-2

Urban Residents Farmers 

Number of
Respondents Rate (%) Number of

Respondents Rate (%)

Stable supply of food
Balanced development of national territory
Preservation of natural environment
Succession of tradition
Place for tourism and leisure
Space for rural life 
Others 
No response  

1,081
684
411
342
241
234

2
- 

36.1
22.8 
13.7
11.4
8.0
7.8
0.1

-

606
282 
438
91 

110
134

6
47

35.4
16.5 
25.6
5.3 
6.4
7.8
0.4
2.7

Total 2,995 100.0 1,714 100.0 
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The second role of the Korean agriculture is to preserve the land beautiful

and safe. As can be seen from the global trend, the Korean people became

aware of such agricultural roles as controlling floods, preserving the land and

water resources, and purifying the air. In addition, the importance of

agriculture as an environment-friendly industry will further be increased with

the worldwide efforts to preserve the global environment. Therefore, in the

21st century, it is very important for the Korean agriculture to produce positive

external functions as much as possible while minimizing the negative impacts

on the environment. 

Thirdly, the Korean agriculture should contribute to the growth and

stability of national economy. Agriculture is one of the key industries that

create jobs and added values from natural resources. It is also widely

understood that agriculture is the ground for traditional and regional culture as

well as political and social stability. For instance, it costs three times more to

support the livelihood of urban people than to do the same for rural residents,

and the rapid out-migration from countryside may increase social costs such as

housing shortage, traffic congestion, and poverty. Moreover, rural tourism is

emerging as a new income source since rural region is the root of rural

amenities such as traditional and cultural heritage, scenic views, etc.

2.2. Potential and Vision of Korean Agriculture

The Korean agriculture has a potential to grow in many respects.

Therefore, it is necessary to analyze the surrounding factors of Korean

agriculture into strengths, weaknesses, opportunities and threats (SWOT

analysis), and then reduce weaknesses and risks and make the best use of

strengths and opportunities.

Firstly, agricultural and food market in Korea is continuously growing

together with the growth of consumers’ purchasing power. The Korean

agricultural market is much larger than that of the agriculturally advanced

countries, such as the Netherlands or Demark, and the growth of domestic

market makes it at ease to enter international markets. The Asian agricultural
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markets including Japan, Taiwan and Singapore are expanding, while China

has an extremely large potential for importing high-quality agricultural

products. Moreover, as consumers’ awareness of quality and safety rises, non-

price competitions, such as quality differentiation and marketing strategy, have

become important. 

Secondly, new farming units that would lead the future agriculture are

emerging. Specialized large farms are leading agricultural production, and

young farm-successors are increasingly choosing agriculture as a lifetime job.

Despite being small in number so far, they apply for advanced technology,

information, and knowledge to raise the values of agricultural products, and

act as leaders of regional agriculture. Some of them have established agri-

business by integrating production, processing and marketing vertically, and

created non-farm income sources. Furthermore, there are successful examples

that the domestically gained experience and venture spirit have helped

agricultural ventures overseas.

Thirdly, it is possible to realize high value-added agriculture by utilizing

technology, information and knowledge together with the natural conditions.

Agriculture is an applied science in which nature can be integrated with

advanced technologies, and therefore, it is possible to raise value and

productivity by employing the rapidly developing technologies such as bio-

technology (BT) and information technology (IT). Accordingly, investment for

research and development is a crucial task for creating a growth engine for

future agriculture. 

Lastly, new values of agriculture, including its multiple functions, are

becoming prominent. The ‘multiple functions’ of agriculture is a concept that

has a character of a public good and refers to all external values of agriculture

that are gained in connection with agricultural production. In the future, the

values of agriculture and rural community as environmental and ecological

space as well as cultural space will gain further importance in step with the

transformation of the society from a highly industrial one to a post-industrial one.
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SWOT Analysis of Korean Agriculture 

2.3. Future Image of Agriculture and Rural Community

Firstly, the agriculture will be developed into an environment industry

that plays “public good” functions and a competitive food industry which

supplies staple food to the people.

Based on self-sufficiency of rice, horticulture and livestock will be

developed into export industries, attaining global competitiveness through

intensification in technology and capital. By 2030, rice consumption per capita

and rice cultivation acreage will be about 63kg and 700,000 ha, respectively,

and the amount of rice production will be enough for domestic consumption

and foreign aid. Greenhouse horticulture (fresh vegetable and flower), fruits

(apple and pear) and livestock (pig and chicken) will be able to compete with

those of Europe, and be developed into an export industry through continuous

enhancement of productivity.

As a food industry that stably supplies safe food to the Korean people,

the Korean agriculture will witness the establishment of a new system of

production, distribution, and logistics that satisfies the needs of the people. As

Korea’s fresh produce market grows into a 10-trillion-won market, it will raise

the added values of agricultural produce through close linkages between

domestic agriculture and food industry and grow into a “self-generating” agri-

food industry. The domestic market’s capability to supply vegetables, fruit and

Table 7-3

Strength Weakness

- Competent man-power and venture spirit
- High technology and capability for R&D
- Government’s investment in agriculture

- Small arable land and weak structure
- High-cost structure: high rent, wages, etc.
- Inefficient logistics and marketing system 

Opportunity Threat

- High purchasing power (domestic and
neighbor countries)

- Development of high technology and
possibility of agricultural utilization

- Formation of specialized and scaled-up
agro-firms

- Increase in agricultural imports due to market
opening

- Competition with China in Japanese market
- WTO’s mandates to lower trade barrier 
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meat, all of which are increasing in demand, will be enhanced, and the breadth

of options consumers can choose from will be expanded through the

diversification of distribution channels, electronic commerce, etc., bringing

about an agricultural industry that is trusted by the people.

The Korean agriculture will be developed into a knowledge-based

industry integrated with advanced technology, capital, and information, and it

will bring about a high value-added combined industry based on efficient

linkages between different industry sectors. Its productivity will rapidly grow

as genetic engineering, electronic telecommunication technologies, and the

like are widely utilized in the agricultural sector. Although the relative weight

of primary production of agriculture will be reduced to a 3% level of GDP in

2030, the relative weight of agri-industry including production, processing,

and distribution as well as other related businesses will be maintained at a

more than 10% level of GDP. 

The Korean agriculture will be developed into an environment industry

through natural resources preservation and the reduction of farm chemicals,

artificial fertilizer, and pollutants. 

Forecast of Major Indices of Agricultural Production 

Source: Forecast results from Agricultural Vision 2030, KREI

Table 7-4

Indices 2005 2010 2020 2030

Total agricultural production (trillion won)
- Agri-Production/GDP ratio (%)

35.1
2.9

34
2.5

32
1.8

31
1.5

Arable land (10,000 ha.)
- Cultivated land per farm household (ha)

182
1.4

174
1.7

157
2.1

142
2.4

Paddy land (10,000 ha.)
- Yield of rice (kg/10a)

98
490

90
493

80
497

70
500

Land consolidation rate (%)
Drainage improvement rate (%)

65
68.8

75
81

90
92

100
100

Usage of chemical fertilizer (kg/ha)
Rate of environment-friendly products (%)

376
4

340
10

270
15

200
20
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A Korean-type precision farming will be established through Integrated

Plant Nutrient Management (IPNM) and an environment-friendly livestock

system, which is based on a linkage between crop and livestock farming, will

be constructed. 

Secondly, farmers will be transformed into sound managers who have

entrepreneurial spirit, expertise, and managerial capability and who can gain

earnings comparable to those of non-agricultural industry sectors.

Some 200,000 mainstay farmers will have grown and developed into

leaders of regional agriculture, handling more than two thirds of agricultural

production. Specialized farmers will bring about a level of income and living

standards similar to those of self-employed businessmen and realize advanced

management comparable to that of small- and mid-sized companies through

the systematization of management. As key players of regional agriculture,

agricultural corporations and businesses will complement the management of

individual farms and take charge of the post-harvest operations of storing and

processing agricultural products.

In a high-income era, the ordinary farmers will play the role of coping

with various demands of consumers while maintaining an agricultural form

suitable to regional traits. 

The middle-income farmers will be contributing to revitalizing the

regional agriculture by building an agricultural production system for

producing numerous high-quality items in small quantities and by participating

in rural tourism and rural-urban exchanges. Women farmers will be playing an

important role in agricultural management by displaying their capabilities in

such fields as agricultural management analysis, agri-tourism, and rural-urban

exchanges. Besides the cash income from farmland rentals, the aged farmers

will be leading a stable retired life as they will be receiving fixed monthly

benefits from the national pension in earnest starting from 2014.

Thirdly, Korea’s rural community with agricultural production as its

backbone business will be placed firmly as the industrial space for various

industries and the pleasant living ground where tradition and culture are

preserved. 
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Forecast of Major Indices of Agricultural Labor and Businesses

Source: Forecast results from Agricultural Vision 2030, KREI

With more than 15% of the nation’s population expected to reside in rural

areas by 2030, Korea’s rural villages will faithfully play the role of the

residential living space for farmers. The living infrastructure in rural regions

will be improved to the level of suburban cities of today starting around 2020,

and the accessibility to cities, i.e. transportation and telecommunication, will

be greatly enhanced. Accordingly, the rural areas will be providing city

residents with pleasant countryside living space, and medical and welfare

standards will be improved to the level of cities. 

As a regional society where various industries coexist harmoniously,

rural villages will be transformed into a residential space of the people and, at

the same, function as an ecological space for leisure and relaxation. They will

be recognized as the people’s spiritual hometown where traditional culture is

preserved. Farm households’ income will be increased through various non-

farm income sources such as agricultural complexes and processing plants,

and the rural economy will be revived with the development of rural tourism

(forecast to occupy a 45% share of domestic tourism in 2030) as a key regional

industry. With the invigoration of rural-urban exchanges, the people’s

understanding of rural tradition and culture will be enhanced, and rural areas

will be developed into regional communities providing a living space full of

vitality harmonizing the nature and civilization.  

Table 7-5

Indices 2005 2010 2020 2030

Farmer population (10,000)
- Total population (%)

343
7.1

290
6

210
4

150
3

Farm households (10,000)
- Percentage of farm owners aged under 50 (%) 

127
42

110
38

80
30

60
20

Production ratio of large rice farms of over 3ha (%)
Production ratio of large livestock farms with over 30
head of Korean cattle (%)

27
47

35
55 

46
70

60
85

Legal farmer corporations 5,628 6,100 7,000 8,000
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Forecast of Major Indices of Rural Life

Source: Forecast results from Agricultural Vision 2030, KREI

Table 7-6

Indices 2005 2010 2020 2030

Rural population (10,000)
- rural population/ total population (%)
- farm population/ rural population (%)

870
18.1
39.4

850
17.5

33

800
16
25

730
15
20

Supply rates of convenience facilities for rural life
- flush toilets (%)
- tap water (%)
- automobiles (%)
- PCs (%)

73.5
34.3
51.9

37

85
60
60
50

95
90
80
70

100
100
90
80

Comprehensive development projects for rural
villages (by zones) 36 220 500 1,000
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Section 3. Policy Tasks for the Future of
Agriculture and Rural Community 

3.1. Paradigm Shift of Agriculture and Agricultural Policy 

The policy direction for presenting visions for agriculture and rural

community must be reestablished while conforming policy means to

international standards in preparation for the acceleration of market opening

anticipated form FTA and DDA negotiations in the future.

First, agriculture and rural community must be transformed to cater to

consumers and urban residents. The government should expand income

opportunities by continuously creating a market for agricultural products the

items and quality of which can satisfy consumers. It also should create the

demand from rural residents for the clean environment and traditional culture

of the Korean rural community, and utilize it as a new opportunity for rural

residents to earn income.

Second, agricultural policy should be transformed from a government-led

policy to a market-oriented policy. The government should facilitate the

production, distribution, and consumption of agricultural products so that the

products can function according to the market principle and play the role of

complementing market formation and remedying market failures. Not directly

intervening in the pricing of individual products and their supply and demand,

the government must play the role of supporting concerned people in the

pricing by providing information on such matters as harvest outlook and

market conditions.  

Third, the industrial restructuring differentiated according to farm

household types should be undertaken to raise the competitiveness of

agriculture, and business management units specialized in agriculture must

be nurtured. In addition, quality advancement and marketing innovations

that can satisfy the needs of consumers and distributors in consumption

regions are needed.  
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Fourth, the support should be transformed from a production centered

one to a multi-functional one. This means the transformation of the policy that

is based on customers paying the burden into one that is based on the finance

of the government ensuring income through various direct payments. Under

such a direction, the government has to expand direct payments in direct link

with farm income based on people’s consensus on multiple functions of

agriculture and rural communities, casting off from production and price

support policies including investment and loan supports for individual farms

and government procurement. 

Paradigm of Agricultural Policy: the Past and the NewTable 7-7

Agricultural Policies in the 20th Century Agricultural Policies in the 21th Century

<Perspective on Agriculture>
- food industry under the closed economy and
government protection

- simple primary industry producing raw
materials

- traditional industry relying on farmland and
labor

- exploiting the nature through heavy usage of
chemicals 

<Perspective on Agriculture>
- efficient food industry under open economy 
- systemized industry combined with production,
processing, and marketing

- mechanized industry combined with advanced
science technology and capital 

- bio-industry that contributes to the preservation
of natural resources and environment 

<Goals of Agricultural Policy>
- self-sufficiency of staple food 
- increase of farm households’ income 
- improvement of housing and living
environment

<Goals of Agricultural Policy>
- safe, efficient, and stable supply of food
- improvement of farmers’ income and welfare
- enhancement of multifunctionality of agriculture
and rural community

<Targets of Agricultural Policy> 
- staple food based agriculture
- mostly small poor farms 
- rural villages as farmers’ production and living
space 

<Targets of Agricultural Policy> 
- agriculture that contributes to the national public
good

- securing of farmers’ profitability and
development of regional agriculture

- rural communities as industrial and living space
of the people

<Forms of Agricultural Policy>
- government-protective closed policies
- central government derived standardized
policies

- Government support based on average
distribution system

- Mixture of industrial and welfare policies

<Forms of Agricultural Policy> 
- open agricultural policies under market
economy 

- autonomous agricultural policy with
decentralized system

- selective and intensive supports according to
development patterns 

- separation of industrial policy from social
welfare policy
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Fifth, the government should seek balanced development of the land by

developing rural communities into “open spaces.” Based on a rural land

utilization plan, the government should foster land spaces where rural and

urban residents can enjoy their benefits by putting the production base in good

order and by expanding the living base so that convenience and pleasantness

can be maintained. Moreover, the rural-urban gap in living standards must be

closed by improving the environment for education in rural areas and by

guaranteeing rural residents’ access to health and medical services.

3.2. Tasks and Direction of Major Policies

In order to restructure the Korean agriculture and make it competitive,

productivity enhancement through autonomous competition among farmers

should be promoted by improving the system for agricultural administration,

and agricultural support policies should be transformed to be based on market

competition. Above all, the government must fully furnish the infrastructure

for agriculture so that farmers themselves can conduct efficient production and

distribution activities, and it should also strive to raise the efficiency of policy

making and implementation while maintaining the uniqueness of rural areas.

First, the government should realign the agricultural system for proper

operation of market functions. The agricultural sector should participate in the

deregulation pursued by the government at a pan-government level under the

view that market functions and the principle of competition should fully

function for the development of agriculture. And at the same time, the system

for agricultural administration must be kept in order. To achieve this goal, the

government should first refurbish the agricultural systems of farmland, food

policy, market distribution and cooperatives that can be said to be the basic

framework of agricultural administration. It should reduce decisively any

systematic regulations that hinder the autonomous and creative economic

activities of farmers. Moreover, there is a need to improve the land utilization

system for rural communities so that they can be a space where various

industries coexist. Related institutions, in particular, should be mended so that
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economic activities of farmers, such as farmhouse-type side jobs (agricultural

processing), rural tourism, farm stays, and the attraction of urban investment,

can be revitalized.  

Second, it is necessary to expand the infrastructure for agriculture and

find new engines of growth. In the future after the founding of basic facilities

for agriculture, the government needs to seek the revitalization of operations

aimed at revamping the agriculture’s base in the direction of building a higher

level of base while keeping investment efficiency in mind. It also needs to seek

comprehensive research and development that complies with the demand for

technology in rural communities, establish an integrated research system on

agricultural products on a product basis, build up an information network for

agriculture, forestry, and fishery in response to the information age, and

establish an information delivery system for farmers. It is also important to

find new growth engines for the continuous development of agriculture. The

industry must actively seek the development of new products the demand of

which is expected to grow. We must energetically carry out the development of

new products, the demand of which are anticipated to grow, and at the same

time expand the demand for agricultural products and their added value

through the development of technologies for post-harvest management and a

raw agricultural products supply system that complies with the needs of the

food industry.

Third, the industry must establish a competitive expert management

system. The key to the restructuring of agriculture is the undertaking of

“selection and concentration” through a policy program differentiated

according to farm household types. In other words, it should select young

capable farmers as part of a measure to promote large farms and support the

enlargement of farming scale, facilities improvement, and the reinforcement of

a business risk management system along with consulting assistance. As part

of a measure to deal with small and medium-sized farms lacking economies of

scale, the government should guide them to be transformed to engage in high-

quality and high value-added agriculture including eco-friendly organic
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agriculture aimed at niche markets. Moreover, it should seek business

diversification and assist them to earn non-farm income. As part of a measure

to deal with poor farms run by old farmers, the government should lay down

the ground for old farmers to retire and strengthen welfare assistance including

job training for the change of occupation and the strengthening of social safety

net. For the selective administration of agriculture, it is important to form an

environment where farmers’ own choice of course is respected. 

Fourth, the industry must secure food procurement and supply systems.

As it is said that food crisis is the most unnerving thing for the mankind in the

21st century, measures to secure stable food supply is an everlasting concern

for the Korean agriculture. Therefore, the government needs to devise long-

term fundamental measures to raise competitiveness for the self-supply of rice

along with production support policies for the sake of food security. Above all,

there arises a need to develop new varieties that satisfy consumer’s taste and

thus strengthen the competitiveness in terms of quality and distribution. As for

food policy, the government should strive to strengthen its public procurement

role and support fair trade and efficient distribution based on the revitalization

of the private sector’s distribution function. It has further to review various

countermeasures, such as agricultural development overseas, diversification of

import channels, and public procurement through the sustenance of a domestic

production base for the comprehensive and stable supply of food.  

Fifth, the government should build a consumer-oriented agricultural

system and a food safety management system. The agricultural administration

of the future should be transformed to center around consumers. Under such a

direction, the government should realign the comprehensive logistics system to

reduce logistics cost and promote competition among distributors by fostering

various distribution channels for agricultural products. In addition, it has to

develop new distribution models in preparation for changes in the production

system centering around large farms. In addition, there also needs to be

strengthening of safety standards and improvement of the quality assurance

system to administer agricultural policies in response to changes in food
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consumption trends. The protection of consumer rights for the betterment of

consumer welfare is an important function of the government administering

agricultural policies in the 21st century. Besides, consumers are not limited to

the domestic market. What this implies is that any agricultural products that

are not exported in the future will be difficult to compete in the domestic

market, too. In order to prepare for the coming of such an age, it is necessary

to build up the production base of mostly technology- and capital-intensive

agriculture for the stable export of agricultural products. On top of this, an

integrated system of production, distribution, and export should be made

operational together with cutting-edge infrastructure including modern glass

greenhouses and distribution facilities. 

Sixth, it is necessary to prepare measures aimed at promoting eco-

friendly agriculture and preserving the environment. Recently, the importance

of the environment has been ever more highlighted as there is a big concern on

the safety of imported agricultural products and as there is no insignificant

number of problems arising from the overuse of agricultural chemicals and

chemical fertilizer in the Korean agriculture. Accordingly, the government

needs to overhaul its support system so that environmental considerations can

stand in harmony with productivity enhancement. Above all, it has to uphold

consumers’ trust by strictly implementing the environment-friendly tag system

and induce fair competition by delegating quality assurance rights to a related

organization in the fields of agriculture and environment. All sorts of climatic

irregularities such as flood and drought are on the rise in recent years due to

the effects of global warming, and it is thought that such climatic changes will

have profound effect on agricultural production in the long run. As a result, it

is necessary to seek long-term policy tasks and strategies for agriculture so as

to cope with global warming on the global level. 

Seventh, the government should continuously carry out policies aimed at

maintaining the living environment in rural areas and at promoting farmers’

welfare. It should also continue to undertake efforts to improve the living

environment through such means as the development of water supply while
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increasing the investment on industrial infrastructure including roads, water

supply and drainage, and information and telecommunication networks. In

order to promote farm households with non-farm or side jobs, the government

should expand farmers’ income base by aiding agriculture related businesses

suitable for rural regions, and it should expand in stages and according to the

speed of restructuring the direct payment scheme subsidizing the income of

small- and mid-sized farm households. To efficiently implement such rural

policies, the government needs to establish a pan-government cooperative

system. In addition, it is necessary to have institutional reform and assistance

that can reinforce rural welfare policies and services. It is necessary to support

farmers’ national health insurance and pension in the form of providing direct

payments at a fixed rate, provide funds needed to reinforce pubic health and

medical equipment and attract medical labor, and expand funding assistance

needed to operate nurseries and welfare facilities for women and the aged in an

effort to help vulnerable members of the society. 

Eighth, continuous reform of the agricultural administration system is

necessary. In order to increase the efficiency of agricultural investment and

financing, the government’s subsidy assistance should, in principle, be limited

to building the infrastructure for farmers to perform efficient production and

distribution activities by themselves; and as for autonomous businesses that

are in direct link with the profits of individual business operators, a transition

to financing is required to minimize adverse effects of subsidies. In addition,

businesses with similar functions and goals should continuously be merged to

promote the streamlining of the funding process; and the comprehensive

funding system for enhancing farmers’ autonomy must be expanded. In order

to revitalize the administration of rural affairs, it is necessary to reinforce plans

to develop agriculture and rural communities on the city and county level and

back up policies for utilization. To this end, it is required to set up a plan to

develop agriculture and rural communities by reflecting local opinions from a

mid- and long-term view, and it is essential to institutionalize the execution

process of the plan so that such a plan can be administered in concert with

mid- and long-term plans on the national level. 
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Ninth, agricultural trade and international cooperation must be

strengthened. The world agriculture is marching ahead according to the

agricultural reform plans of OECD and WTO, and as regional economic

organizations of country blocs are actively formed, trade cooperation among

countries is emerging as a very important task. For some time, Korea has

intensively carried out multilateral cooperation through international

organizations like WTO, OECD, FAO, IFAD, and WFP and regional

economic forums like APEC, and its bilateral cooperation with individual

countries was focused on pending trade issues. Recently, however, programs,

such as FTAs, with the purpose of revitalizing cooperation and exchanges

among countries are being presented in various ways in every country and,

accordingly, Korea needs to actively pursue international cooperation based on

the principle of mutual benefit. In addition to the agricultural cooperation

through international organizations, Korea should also actively develop and

implement policies and strategies for strengthening agricultural cooperation

with developing countries. 

Lastly, it is important to develop and implement agricultural policies for

South and North Korea. Due to the inefficiency of North Korea’s mass

production system and the shortage of agricultural materials, North Korea is

experiencing a chronic food shortage, and it is predicted that the food shortage

problem under the current production structure and technology will continue to

deteriorate in the future, too. Accordingly, emphasis should be placed on

fundamentally raising North Korea’s capability for agricultural production

while seeking bilateral exchanges and cooperation between South and North

Korea under the grand slogan of advancing territorial unification. Furthermore,

there is a need to push ahead with projects such as contract-based cultivation

of agricultural crops, technology exchanges, and joint investment in step with

the improvement of relations between the two Korea; and these can contribute

to generating economic benefits and creating circumstances needed to unify

the two Koreas. Moreover, the government should thoroughly prepare ways to

harmoniously integrate agricultural production systems, markets, distribution

networks, and the farmland of North and South Korea after unification.
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