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Rural population in Koreahas continued to decrease over the years.



However, its rate in decline has started to slow down and the size of rural
population has reached a marginal level. Rural population has decreased
from 25.6% of total population in 1990 to 18.5% in 2005, falling
significantly over the past 15 years.

Aging population is rapidly expanding in Korea’s rural areas. The
percentage of aging population of 65 or older in total population increased
around 2.7 times over the past 30 years from 3.5% in 1975 to 9.3% in 2005.
International marriages were very rare in Korea prior to the 1990s.
According to the Korean National Statistical Office data, the number of
marriages between male Koreans and female foreigners in 2005 increased
21.8% from 2004 with international marriages in rural areas also rising
8.5%. There exist still infrastructure gaps (education, medical, culture, etc)
between urban and rural areas. Rural development in Korea originated
from regional society development projects, developing into the New
Village(Saemaul) Movement by the 1970s. Rural development projects in
the 1980s and 1990s focused on achieving quantitative-oriented results.
During the 2000s, over 10 central government agencies pursued a wide
variety of rural development projects to fit to their respective
characteristics to facilitate such activities as rural community hardware
maintenance, basic service improvement and wurban-rural exchange
promotion. Korea’'s rural industrialization policies have been implemented
to increase non-farming income. Initial policies are rooted in the
government’s rural avocation complex development plan pursue in the late
1960s during the initial stages of industrialization. During the 1973~1982
period, the new village (“Saemaul”) factory construction program was
extensively implemented in the rural areas. In 1983, the Farming & Fishing
Village Income Source Development Promotion Actwasleg is lated to establish
the framework for rural area industrialization policies centering on the
objective of increasing non-farming income. Coming into the 1990s, policy
concerns on non-farming income declined as discussions on restructuring
of agricultural industry became imminent amidst controversy surrounding
market liberalization. Subsequent to 2002, the Korean economy entered into
a soft-landing phase, having undergone an adjustment period since the
financial crisis. The current period is an era in which industrialization in
rural areas needs to be approached from a new perspective in line with
the emergence of views that attempt to promote active exchanges between
urban and rural areas. Recent issues in rural policy are new government’s
New Town Projects in rural areas, promotion of rural tourism, and local
resource-based industry development.
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There are various kinds of soft approaches to developing rural
communities and revitalizing local areas, and one of the most
representative examples of these approaches is Green Tourism. Some
farming communities in Japan have been supporting the local
revitalization efforts by accepting elementary and junior high students,
etc. as part of an Education Tour”. Education tours are one of the main
forms of GT. Also, the government is currently promoting the “Children
& Agricultural Farm/Forestry/Fishing Communities Interaction Project””,
which aims to provide the students of approximately 23,000 elementary
schools nationwide(1.2 million students per grade) with an opportunity to
experience a l-week stay/interaction in one of approximately 500 farm,
forestry, and fishing communities in Japan within 5 years from the year
2008.

In this report, the series of farming/forestry/fishing experience
programs(including home stays) for students has been named
“Experience-based Education Tour”, and actual impact of these trips on
the agricultural management and rural coordinating organization, the
economic and social benefits to the participating rural communities, as
well as the challenges and prospects for the future will be reviewed and
examined.

Japan has an education tour system called the “School Trip”. The
main destinations of School Trips in the past have been historical places,
landmarks and museums. However, “experience-based tours” are
becoming more and more prevalent as the purpose of trips themselves
change, ie. the shift to more personalized, downsized, and specialized
trips. In particular, for the “Agriculture/Forestry/Fishing Experience”,
which includes a home-stay at the farm household, there is a demand
for a “real-life experience” that takes into consideration the educational
aspects of the trip. Rural communities are trying various approaches to
identify the best method to meet this demand.

In this report, examples of the Experience-based Education Tour in
lida, located in Nagano prefecture, and Kitakata, located in Fukushima
prefecture, are provided. Kitakata mainly focuses on one-day farm
experience programs, and it responds proactively to the students’ pre &
post-study for the School Trip. On the other hand, lida focuses on



experience programs that include an overnight home-stay with the
farmer. Their programs are supported by 500 farm households located
in the city and surrounding towns and villages.

Looking at the ripple effect on the farm households and
communities, both economic and non-economic benefits can be observed.
Regarding the economic benefits, farm households can make up to
500,000 yen of extra income for participating in experience programs that
include an overnight stay(s). Also, an improvement in farm labor
efficiency and an increase in direct sales of their products can also be
observed in some cases. Regarding the non-economic benefits, many
households say that they “received a present called energy” from the
children, through the relationships established during the work in the
fields, exchange of letters, and subsequent visits by the children after the
trip. Some secondary effects can also be observed such as a sense of
togetherness and increased vitality within the community through the
exchange of information.

This being said, the current model for Experience-based Education
Tours still faces many issues and challenges, such as seasonal bunching,
cooperation within the host family, and the necessary review of the costs
of providing food and accommodations for the participants. In terms of
the business style of the host farmers, most seem to be engaged in
relatively small scale compound farm operations. Therefore the
experience programs might have to be provided as a side business along
with their main business activities taking advantage of their extra time.
The most important thing is for host farmers to create a good
mechanism for allowing sustainable agricultural production, which is
necessary for providing “real” experiences to the students.
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Although the shares of agriculture in national GDP and employment
are decreasing with the economic development,
China’sagriculturecontributesstill 11% of total GDP and employs 41% of
the total labor forces. The development of rural enterprises has
profoundly changed China’s rural economy. In 2006, TVEs employ almost
one-fiftth of total labors, produces nearly half of national industrial
production and contribute 28% of national GDP. After years of decline,



grain production was recovered gradually due to a series of policy
measures introduced in 2004, Chinarealizes 5 consecutive vyears of
bumper harvest with current grain output more than 500 million tons. In
the past three decades, the farmers’ income grew at six percent. The
income sources become more and more diversified, income from
agricultural activities is less than half of farmers’ total income.

At  present,  China’sagricultureandruraldevelopmentfaces ~ many
challenges: firstly, the urban-rural income gap is widening over time. The
urban-rural income ratio increased from 2.6:1 in 1978 to 3.3:1 in 2007.
Secondly, the tight supply of major agricultural products. Due to limited
land and water resources constraints, China is facing increasing
difficulties in achieving grain self-sufficiency. Thirdly, farmers and rural
enterprise development has been constrained by financial and credit
provision, lots of capital is flowed out of country side to cities through
financial and taxation means. Fourthly, massive imports of certain
agricultural products lower the domestic prices, which produce negative
impacts on the farmers’ income. Fifthly, low level of support to
agriculture. On the per unit of arable land and labor basis, support for
agriculture in EU were respectively 4.4 times and 92 times than in China
in 2005.

In order to ensure national grain security and to increase farmers’
income, the Chinese government adopted a series of policy measures in
recent years, including mainly: the abolition of agricultural taxations in
2006; the implementation of income support policy measures, such as
direct subsidies to grain producers, seed subsidies, farm machinery
purchase subsidy, and comprehensive subsidies on the purchase of the
means of agricultural production; the implementation of minimum
procurement price for paddy rice and wheat; substantial increases in the
government budget for agriculture and reform of foreign trade policy.

Korea’s self-sufficiency rate of grains dropped to under 30% in the
2000s to remain at 26.2% in 2006/07. In terms of self-sufficiency rate by
commodity, soybean was 9.8%, corn 0.7%, wheat 0.2% and rice 95.5%
based on 2006/07. Coming into the 2000s, grain imports in Korea were



maintained at stable levels on the basis of volume. However, total import
values have been increased in line with rising import prices. In terms of
the share of grain import value by commodity in 2007, corn accounted
for the highest at 56.3%, followed by 26.3% for wheat and 13.2% for
soybeans. Accordingly, Korea’s grain markets are structurally very
sensitive to changes in international grain prices with the exception of
rice.

The rise in international grain price may affect rice market, food
industry and livestock industry in Korea. Despite the rise in international
rice prices, Korea in the rice market has not been directly affected
because it maintains self-sufficiency on rice. As rice is imported by MMA
quotas, there were hardly impacts of surge in the prices of international
rice because rice import volumes this year had been already contracted
in the previous year. Substitution demand for rice has recently started to
arise within creasing price of processed grains stemming from rising
international grain prices. Per capita consumption of rice fell 2.4% in the
previous year and is estimated to drop by 1.5% in 2008. However, the
impacts of the rise in international grain prices do not seem to have a
significant impact on Korea’s rice markets. The rise in rice price in 2008
can be attributable to the 58% fall in domestic rice production,
regardless of rising international grain prices.

Rising international grain prices also affect domestic food prices.
However, the increase rates of domestic grain food for 2007.1~2008.11
were higher than the corresponding figures in the analysis. The
differences between the actual price changes and analysis figures can be
attributed to the time lag of international grain price changes being
reflected in actual consumer prices. According to Kim(2009), the change
in international wheat price is reflected to domestic wheat flour price
with the time lags of 5~6months. There are time lags of 3~4months
between international soybean price and cooking oil price. As a result,
there are rooms for further decreases in such domestic prices in the
future.

Impacts of rising international grain prices on total producer and
consumer prices are relatively low because the weights of agricultural
products in consumer or producer price index are small. Despite the low
weight of processed grain products in the indices, appropriate measures
need to be taken as they are consumed mainly by people in the low

income class.



Rises in international grain prices are acting as a direct factor in
increasing feed prices. As feed costs account for a high portion of
livestock operating costs, rising feed prices are deteriorating the
profitability of livestock farm households.

Therefore, several measures are needed, and in fact are being
reviewed, to prepare against rising international grain prices. First, an
early warning system must be introduced to secure a stable supply of
needed grains. Second, food security reserve stock should be
implemented for other grains. Third, as expansion of domestic grain
production can only be limited due to excessively high labor and land
capital service costs, arrangements with other countries should be
instituted through overseas agriculture development so as to secure a
stable supply of grain in emergencies. Fourth, income support measures
are need for people with low incomes as food price hikes stemming
from rising international grain prices affect these people significantly.
Finally, feed cost support measures are needed in the short-term, while
efforts should be focused on developing alternative sources of animal
feeds in the mid-term to lower the dependency on feed grain imports.

However, as rises in international grain prices are brought about by
external factors, such measure will only be partial and passive actions. In
order to resolve the problems related to increasing international grain
prices, global grain production must be expanded at the international
organization level, while grain trade and reserves should also be
coordinated internationally.
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Key Points on World Food Supply and Demand Projections for 2018
The tight world food supply-demand gap looks set to continue over
the medium to long term with prices likely to remain at high levels.
Globally, tight food supplies are expected to continue over the
medium and long term. Grain stock levels will remain low as population
increases and rising income levels accelerate demand for food and animal
fodder, primarily in Asia, and the demand for biofuel raw materials
continues to grow. Food prices, meanwhile, will remain higher than their

pre-2006 levels and are forecast to continue rising.



Features of the World Food Model for Predicting Supply and Demand

The newly developed World Food Supply and Demand Model is a
restructured version of the model used by the Ministry of Agriculture,
Forestry and Fisheries (MAFF) in making world food supply and
demand projection estimates following the exhaustive revisions detailed
hereunder, which have been made in light of the rapid changes in global
agricultural market realities of recent years.

1 Since the analysis should be performed from a net food importer’s
standpoint, the emphasis is placed on countries within Asia that, like
Japan, are net food importers. The data and information gathered by the
MAFF Policy Research Institute was fed into models simulating the food
supply-demand situations of the major Asian countries.

The predicted increases in Asian net imports of meat, for example,
are found to be considerably higher than the OECD-FAO projections
when changes in the dietary habits of the respective countries of Asia
are reflected on the model.

1 The impact on food supply and demand of demand for biomass fuel
crops is reflected on the model as an exogenous value, and projections
were made using the latest findings from MAFF Policy Research Institute
research.

For example, projections for net North American (primarily US) corn
exports reveal a decrease, versus the increase predicted by US
Department of Agriculture (USDA), when the impact on the supply and
demand of corn for US bioethanol production is reflected on the model
and bioethanol consumption is set at the target figure of 15 billion
gallons (per year).

The current world food supply and demand projection estimates are
natural (i.e. baseline) predictions that give no consideration to shifts in
national policy or future climate variations. For future projections, baseline
predictions will be updated from year to year and attempts will be made
to forecast several possible scenarios, including climate-triggered tight
supply-demand scenarios and the impact of the policies of major world
nations. (For details, see page 9 of the Digest)

Key Points on World Food Supply and Demand Projections

1 Grain consumption is expected to increase by 500 million tons in the
twelve years to 2018, to reach 2.6 billion tons.

Consumption of wheat and rice will increase primarily as the result
of growth in demand for food.

Consumption of corn will increase primarily as the result of growth
in demand for biofuel raw materials.

- 10 -



1 Growth in consumption will outstrip production of the various crops,
lowering term-end inventories.

1 Grain prices will rise by 34-36% in nominal terms and by 7-17% in
real terms over 2006 levels.

1 The trend towards maldistribution in grain trade will become
increasingly marked.

Consumption growth will outstrip production in Asia, Africa and
the MiddleEast,resultinginincreasesinnetimports.

Net exports will increase in Europe, South America and
Oceaniainresponsetothegrowthinnetimports.

Net exports in North America will continue to decline, while
LatinAmericawillswitchfrombeingnetimporterstonetexporters.

1 Meat consumption will increase as the result of growth in annual per
capita consumption. Meat prices are expected to increase by 31-41% in
nominal terms or 5-13% in real terms.

[Ref.] Future Developments in World Food Supply and Demand
Projections
Accurately reflecting the impact of expanding demand for biofuels

Growth in the demand for biofuel crops is one factor that cannot be
negated in projecting world food supply and demand. This factor was
thus fed into this World Food Supply and Demand Model as an
exogenous value and the latest findings from MAFF Policy Research
Institute research were utilized in making world food supply and
demand projections for 2018. For future projections, equations relating to
biofuel supply and demand will be incorporated into the model, which
is to be developed using this factor as an endogenous variable.
Scenario analysis

- %
>
> 9

Since the reform and opening-up, China’s meat production has been
growing rapidly and the per capita availability of meat started to surpass
that of the world average level from the mid-1990s which make the
significant contribution to improving people’s living standard. It also has
been playing the leading role in increasing the farmers’ income, optimizing
agriculture structure and improving the structure of meals. Since the year
of 2007, the price of meat product kept going up rapidly, which become
the leading factor that result in the rise of CPL This cause many people

- 11 -



concern on the food security of China even more. This thesis analyzed the
reasons of meat price rising rapidly, the Great Potential Of China’s
Consumption of Meat in Future, and the main factors of restricting the
future supply of meat products in China. Finally, it gave the viewpoints of
taking into account the policy of food security, and of small influence to
international meat market.
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