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ABSTRACT

Impact of Change in Current Foreign and Domestic Economic
Conditions on Korean Agricultural Sector and Policy Issues

The United States financial crisis is affecting not only world economy
but also Korean economy resulting drastic shrinking object economy including
consumption and investment. Many experts agree that this economic stagnation
continues at least two years. Korean agriculture is expected to be negatively
influenced by this shock. This study is carried out to analyze the impact of
change in economic conditions including GDP growth rate, exchange rate, and
international oil price on Korean agriculture and suggest some policy issues.

According to our analysis, higher exchange rate and international oil
price lead to more agricultural production costs, which reduces agricultural
income and value added. It is estimated that agricultural production including
rice decreases at an annual rate of -0.2~-2.3 percent. Due to increase in
intermediate input costs, agricultural value added and income is expected to be
continuously decreased for five years 2008~2012. This implies that Korean
agriculture will record minus growth unless new growth momentum such as
expanding agricultural export is provided. Farm household agricultural income
is also forecasted to be dropped for the years. In 2012, farm household
agricultural income is expected to be 6,858~9,421 thousand Korean won
depending on the situation of external conditions. Off-farm income is
forecasted to be shown a slight increase. As a result, farm household income
will be stagnant or decreased. In 2012, farm household income is expected to
be 28,953~32,594 thousand Korean won.

Policy measures mitigating farm household economy difficulties are to
be institutionalized. Under the system, subsidy for fuel and fertilizer would be
automatically provided if the prices of those inputs are above a certain level.
In mid and long term, improving agricultural competitiveness is most important
for coping with external shocks.
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SE 1. MA 2 Fe3el Fn MY
el %
2007 2008 2009

IMF 5.0 3.7 2.2
Al A

Global Insight - 2.7 0.0~05

IMF 2.6 14 -0.3
A= OECD 2.7 1.8 1.7

IMF 2.0 1.2 -0.7

OECD 2.0 1.41) -0.91)
H %

Global Insight - - 1.8

IMF 2.6 1.2 -0.5
FEAY OECD 2.6 1.7 -0.61)

Global Insight - - 1.0

IMF 2.1 05 -0.2
o

OECD 1.9 0.51) -0.11)

Global Insight - - 1.3
ofAlo} A A

IMF 5.6 39 2.1

IMF 11.9 9.7 85
o OECD 11.3 9.51) 8.01)

Global Insight - 11.9 6.9

Z: 1) OECD, OECD Economic Outlook, November, 2008 A}5 <.
IMF, World Economic Outlook UPDATE, November 6, 2008.

IMF, World Economic Outlook UPDATE, October, 2008.

OECD, OECD Economic Outlook, May 28, 2008.
OECD, OECD Economic Outlook, November, 2008.

Global Insight, Top-10 Economic Predictions for 2009, December 11, 2008.
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BE 2 SXM 7o ojxe I

©h9]: 2007=100
2007~ | 2008~
2007 | 2008 | 2009 | 2012 | 2008 | 2012
THE | TUE
AluE 2 T 92 95 -18.3
H & AvE] e 11 100 | 2133 185 188 | 1133 -3.1
AlvE] 2. T 134 137 -105
Alug 2 T 109 110 13
%o Agel e 11 100 | 104.3 141 142 4.3 8.0
AlvE] 2. T 124 125 4.6
Alug 2 T 139 142 1.1
AR AvE e 11 100 | 1359 170 174 35.9 6.4
AlvE] 2. T 155 158 3.8
Alug e T 99 101 -1.7
=714 Agel o 11 100 | 108.1 112 114 8.1 1.3
AlvE] 2. T 106 107 -0.3
Alug 2 T 91 94 -10.1
F4n AvE e 1T 100 | 1439 210 212 43.9 10.2
AlvE] 2. T 144 147 0.5

1 2007~2008'3-> AA A o]aL, 1 o]F = HALAQY. olste] #AAARE LG
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FE 3 =9 MAd Mg
el 1099, %
2007~ | 2008~
2007 | 2008 | 2009 | 2012 | 2008 | 2012
SHE | THE
Al Q. 1 9,410 | 8875 -4.3
IE Aluel e T 8910 | 10588 | 8625 | 7,528 18.8 -8.2
Al I 9,011 8,212 -6.2
Alug Qo 1 7423 | 7,430 1.4
A 4 AdEe T | 7483 | 7,017 | 7440 | 6,760 6.2 -0.9
Ay e T 7452 | 7,058 0.1
Ayl L 1 2571 | 2482 -0.9
7 AURIS T | 2822 | 2574 | 2573 | 2373 -8.8 -2.0
Alve]e T 2574 | 2430 -1.4
Ao T 2,989 | 2,909 0.8
jjj% Alute e T 2501 | 2,821 | 2738 | 2269 12.8 -5.3
AUE]Q T 2,862 | 2531 -2.7
Al Q. 1 13,523 | 14,236 1.9
At AUEle T | 11,277 | 13228 | 13,474 | 14,073 17.3 16
Al I 13501 | 14,161 1.7
AluE Q. 1 37,758 | 37,776 -0.2
A A e T | 34685 | 38,087 | 36638 | 34,696 9.8 -2.3
Ay e T 37,216 | 36,155 -13
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B =Y SUFLMH| ML

@9 10999, %

2007 2008
2007 | 2008 | 2009 | 2012 | ~2008 | ~2012

SHE | SHE

AuE] e T 1,438 | 1,448 -19

5 AlvEl e T 1,005 | 1561 | 1,831 | 1,789 | 553 35
AlvE 2. 1,643 | 1,626 1.0

Ayl 1 2,319 | 2,380 -0.3

e Avel e I 1,638 | 2405 | 2671 | 2648 | 468 2.4
AlvtE] e T 2502 | 2521 1.2

Al e T 680 688 -0.4

414 AlvE] e 1T 505 698 810 812 | 382 3.8
AluEl e M 748 753 1.9

AlvE 2 T 948 | 1,016 15

ji;]% AldE] e T 732 959 | 1,030 | 1,065 | 31.1 2.7
Alutel e M 990 | 1,041 2.1

AluE] e T 10,012 | 10,352 1.1

e AlvEl e T 7718 | 9,89 | 9892 | 10,021 | 282 0.3
AlvE 2. 9,948 | 10,177 0.7

Ayl 1 15,398 | 15,885 0.6

7 Auvele T | 11,599 | 15520 | 16,233 | 16,334 | 33.8 13
AlvtE] e T 15,830 | 16,117 1.0
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RE 5 SURIIA

w9l 1099, %

2007 | 2008
2007 | 2008 | 2009 | 2012 | ~2008 | ~2012

SHE | 8

Al Q. 1 8165 | 7,610 -4.8

I35 Ayl I 8088 | 9245| 6972 | 5894 | 143 | -106
Ald Q. T 7554 | 6,755 -75

AluE e 1 359 | 3,540 2.7

A 4 AdE e 11 4324 | 3186 | 3257 | 2738| -263 -3.7
AUEL. I 3436 | 3,102 -0.7

Ayl 1 1,813 | 1,718 -1.1

el Aluel L. I 2231 1798 | 1685 | 1489 | -194 -46
ALzl T 1,748 | 1,603 -2.8

Al e 1 2,135 | 1,989 0.6

jjj% Alutg e I 1,835 | 1939 | 1,788 | 1,269 57 | -10.1
AUE]Q T 1,959 | 1,568 -5.2

Al Q. 1 2,780 | 3,072 3.8

At Ayl 1T 2803 | 2642| 2835 | 3199| -57 49
AUE]Q. T 2813 | 3148 45

AluE e 1 19,784 | 19,231 -1.0

A AdE e 11 20,633 | 20,014 | 17866 | 15813 | -3.0 -5.7
AUEL. I 18,826 | 17,434 -34
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el 1099, %

2007 | 2008
2007 | 2008 | 2009 | 2012 | ~2008 | ~2012

SHE | THE

Al Q. 1 5177 | 4,836 -5.8

IE Ayl I 5466 | 6,135| 4,017 | 3,353 123 | -140
AUE]Q. T 4583 | 4,106 -9.6

AluE e 1 2,607 | 2,530 3.7

I AdE e 11 3517 | 2189 | 2278| 1,778 -378 5.1
AUEL. I 2452 | 2118 -0.8

Ayl 1 1,363 | 1,249 -2.0

7 AdEle I 1821 1,355 1236 | 1,024| -256 -6.8
ALl T 1,208 | 1,136 -4.3

Al e 1 1572 | 1,377 -0.2

ij;f% Ayl e 1T 1,393 | 1,390 1,201 657 -02 | -171
AVE]S. 1,384 956 -89

Al Q. 1 1,663 | 1,861 4.2

At Ayl I 1,726 | 1576 | 1,706 | 1965| -87 5.7
AUE]Q. T 1,689 | 1,922 5.1

Al Q. 1 11,380 | 10,867 -1.7

A AgE] e 11 12810 | 11,634 | 9561 | 798| -9.2 -9.0
AUEL. I 10467 | 9,354 -5.3
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287 =725 dgce HE, %
2007 2008
2007 2008 2009 2012 | ~2008 | ~2012
SHE | TUE
AuEl e T 9,583 9,502 9,421 -79 -0.4
Zc;é' =5 AluEl e I | 10,406 9,552 7,932 6,858 -8.2 -8.0
Alvgle 9567 | 8711 | 8071 -8.1 -4.2
AuE e T 21,625 | 22,043 | 23,173 0.3 1.7
z?ﬂi% AuEle I | 21,562 | 21,559 | 21,986 | 22,096 | -0.01 0.6
AluEl e M 21592 | 22007 | 22571 0.1 1.1
AvEl e 1 31,207 | 31545 | 32,594 -2.4 1.1
E‘Z};% AuEle I | 31967 | 31,111 | 29917 | 28953 -2.7 -138
Ayl e 31,160 | 30,718 | 30,642 -25 -0.4
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