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Abstract This paper deals with measurement on the economic impact of tax-free oil for Agriculture in Korea.
According to increasing of world oil price, the supply policy of agricultural tax-free oil, which specified to
support farmers since 1986, are required to expand by farmers. But the supply quantity of tax-free oil is
deceased continuously and Korean Ministry of Trade, Industry, and Energy(MOTIE) present stance of sundown
policy of tax-free oil for agriculture. In this context, It is necessary and important to measure the economic
impact of the supply policy of tax-free oil for agriculture. This study address a econometric method for
measurement the economic impact of the supply policy of tax-free oil and suggest several policy implements.
Our results show that when the supply policy of tax-free oil for agriculture is annihilated in phases over the
five years. the agricultural GDP is decreased by about 3,195 billion korean won and the agricultural price level
is increased by 26.6 points after 5 years.
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[Table 1] Evaluation of Model Stability ("07-’11)
Ag. Ag.
employee GDP
2.61 2.95
2.27 2.22
0.016 0.013

Farm
price

1.55
1.30
0.010

capital
stock

227
223
0.012

Ag.
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2.92
1.95
0.015
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(unit: kl)
2011

1,807,023
(L,117)

[Table 2] Scenarios for Simulation
2008 2009

2,005,412 | 1,898,142
(L,154) | (1,121)

2010

1,923,337
(1,135)

2007

2,478,112
(1,418)

Baseline
(A)

Scenario
B)
A-B

2,028,597 | 1,583,295 | 1,137,994 | 692,692 | 247,390

449,515 | 422,117 | 760,148 |1,230,645 | 1,559,633
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[Table 3] Economic Impact of Agricultural Investment
(unit: billion KW)

2010 2011

2007 2008 2009

Baseline
(A)
Scenario
(B)
A-B

3,517 | 3233 | 3,030 | 3,026 | 2,849

3,021 | 2,731 | 2,075 | 1,358 396

497 502 955 1,668 | 2,453
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[Table 4] Economic Impact of Agricultural Capital Stock
(billion KW)

2007 | 2008 | 2000 | 2010 | 2011
B"Zl)me 96334 | 108850 | 110,616 | 103,626 | 93316
Sce(;'“" 95,837 | 107,812 | 108,655 | 100205 | 87,875

AB 497 | 1,037 | 1961 | 3422 | 5441
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[Table 5] Economic Impact of Agricultural Employment

(thousand)
2007 2008 2009 2010 2011
Baseline 1,670 1,631 1,588 1,553 1,533
(A)
Scenario 1,656 1,607 1,541 1,457 1,318
(B)
AB 15 24 48 96 215
FTHUYHE GDP= WA dEAM 0] AXEE= H9-
AR 1A} 2,290 ¢, 3} 8,410 ¢, 5EA}F 33 1,950
o9lo] 7ZtAEL Aoz Ushdtl GDP A Adko)
2008 o]%F t& A A2 A& AA 9] Frjje} t &
ol =¥ FFY7 ¢ A7HA] dFPor T L 1
2 ZaZo] gL = g ul2 gkoz Al EUHS]

[Table 6] Economic Impact of Agricultural GDP (billion

KW)

2007 | 2008 | 2009 | 2010 | 2011

Ba(szl)me 27936 | 29226 | 29,978 | 28,639 | 26212

Sc‘zga;“" 27,707 | 28,815 | 29,137 | 27,021 | 23,018

A-B 229 412 841 1,618 | 3,195
AR E dAlG L EA e A4S BT
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[Table 7] Economic Impact of Agricultural Price
(2005=100)

2007 | 2008 | 2009 | 2010 | 2011
Baseli

ASCIE | 990 | 986 | 988 | 1072 | 1198
(A)

Scemario | o5 ¢ | 999 | 1015 | 1133 | 1356
()

AB 038 13 27 61 | 157
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