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ABSTRACT

A Study of Supporting Farm Financial Recovery with
Developing Farm Workout Program

The purpose of the study is to establish farm workout progthat sup-
ports the farmers under a credit crisis to recover and keepirfig activity. Farm
household debts have steadily increased and thus threasawerly the stability
of farm household economy. The government have been irgeatlvarious meas-
ures to solve the debt problem since the end of 1980s. Addiliiy the national
assembly revised the Special Act of Lessening Farm and fyisheusehold Debts
in 2004. Main contents of those measures were to reschebdaleepayment of
policy loan, lowered the interest rate, and supplied a gbeuid-term loans for
farms suffering from the high burden of debts and liquiditplgems. However,
those were not sufficient to solve the farm financial strésspecially, the finan-
cial situation for the age of 40s and 50s' full time farmerfioware core farm
labor to lead Korean agriculture, has not been improved.

There already exist two workout programs for the public 82000, one
Is administrated by "the credit counseling & recovery sssViwhose member is
more than 4000 financial institutes the other is run by therrcaf Korea.
However, they are not sufficient to solve the financial peofis confronted by
farmers. They are not able to count the special circumstamaeggriculture such
that the farm land is a capital as well as a essential prasluatesource asset.
Also they do not cover the debt from policy loan, which is a msaource of debt
for farmers. Hence, the workout program for farmers shoddrtroduced to help
them to recover from financial stress and keep farming.

New workout program will serve farm households as an altermaf debt



measures. Many experts have been criticizing the existelg theasures with the
reasons of policy failures such as distorting income distron, causing moral
hazard, being failed to achieve the goal of reconstructiagie farms. We de-
signed a workout program, which is constantly working anguneng land liqui-
dation for restructuring farms. As a new supporting systemthe farms under
a financial crisis, the program must be designed based ompriheiples such as
cost minimization, apportionment of a loss, inducementeaif-ieliance efforts and
conjunction with overall restructuring policy in agricuife.

There are several factors to consider in order to run a warkoogram
successfully. First, it is necessary to organize executmmmittee, which screens
insolvent farms and work together. It will sign a memorandafrunderstanding
with farmers for the fulfilment of managemental ratiozaliion, plans their over-
all financial restructuring schemes and monitor perforogato payback and con-
tinuous farming. Second, a so called "Farm land bank" willadmle of purchas-
ing farm land of debtors and subrogating their debts to twegli It will ultimately
run the program and farmers will pay back their loans in a nafferdable inter-
est rates.

To operate the workout program effectively, call option tbe disposed
farm land should be included in the program. Call option is tlght of farmers
to repurchase the land sold in the beginning, which we expedisentangles a
complication between land bank and previous land ownersh \Wis scheme the
utilization of agricultural fixed assets and resource @lmon can be facilitated.

In conclusion, the program is for the farmers with high fioiah stress,
who cannot pay off the debt in short run but can afford to donitthe long
run, while continuing farming practices. Either those wheit financial stress is
not high enough or are ready to exit farming because of thggr @ some other
reasons are not eligible for the program. We expect that togram will help
the core farmers to recover from the financial stress an@rbeccompetitive busi-
ness entities who can lead Korean agriculture to competéhenwiorld market.
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of sat= 7HAs I sAAM] SV sHAF] AR o]ofA
A = A=

shd 1980 B0 EE7A7F ol Al 198319 W Eo|AE2
21%7M A &5ka1, 197939 A2aF QA2 i F7]| A ALgE =
7k 1970 tiell HlEl 50%0]d <1734,
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O 19806 o] -9 ‘FHA5Fe] e Awshats e s7PF 24 =
oA Hle. 1986y 149 7oz dej~7te) stefo]lE A&
= AAE7F F 50% o]’do] &8 (financial stress)S WA E AL
21.3%= Hpxd oz 93 7144 watatE o] o] &

- E'c‘ﬂ 7154 gl o] & HlEo] b 2 A Sl Hola 2

Eo w9 ZY A5 AFol= 42 32.8%9F 33.2%24 15 HH-
Aol 53] A7He1d)
I 5-1. AMERE| g2 2 S84 XHEE14)

%9l %
Frast 58y de(RAHE-AE &) e A

A o G g | deEs | ofredy et
(40-70%) | (70-100%) | (ZrA14g44h) (40%0] )

EES 12.7 4.6 21.3 11.2
=RO| RE 9.3 3.3 14.0 6.6
o}z gkx] o} 6.7 1.1 9.5 5.7
AFS-20] A E 9.8 8.4 15.8 7.9
e} 7.7 3.0 16.5 11.3
2 WE 15.6 5.6 26.3 11.7
go] T H o) E 19.1 7.3 32.8 19.8
mEZe= 17.6 8.8 33.2 17.1
AEZg = 9.0 3.2 15.2 8.0
u}-2-El 16.0 4.9 23.8 12.2
ERE 10.5 4.0 16.6 7.8

} . Petrulis/Mindy/& Others(1987)
nl=rof| Al &b gL, shefol= Alestal AtEE

13) o)A 2H o] E(Lake States)i= b& FHS o|v]stm wjA|7ke] tEA Q). =
d Z#d2=(Northern Plains)& 87|1F2 o] Fo3l vl EHAFS A AT

14) o}g}&x] ok (Appalachia)v ofdfghx]o} AbHS whe} 925k vl FH-A| o2
A ST g, gdbubel 53 v AIA1E] 22 ot R o] Fol . HEH(Deltal)& ]
AA 9 73} ofF 7 Afololl §A| g WAIA I T BARAA S A Z ME

(Corn Belt)& wl=r9] TAFA o=z o}t AF d]i-o], ofe]Q 9} n]F
gl vBga7t 58 WA F5E X eh w1 Z# 9 =(Nothern Plains)& &
2k, oo, e} UBEadt, WAL, wathE, AR-2thE, ZERY

o]Fol A, Mu =9 9 *A(Southern Plains)s o}t BIAL A wHIA =, 0 &
ZutE o] Fol. mtgel e RIS we fJX|g FES AT
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# 5-2. 0|9 1 of|o|AHY BHsX|7HE HEF0|
R M)
Qe 1 ddlo]ADG A7 ($) 2755 (%)

1977 1981 1986 1977-1981 | 1981-1986

w7 474 819 596 42.1 -27.2
O] AE 887 1,365 1,413 35.0 3.5
olu}ghkx] o} 650 1,093 984 40.5 -10.0
AFQ- 20| 2~ E 636 1,126 996 43.5 -11.5
= 543 1,146 796 52.6 -30.5
2 WE 1,098 1,776 902 38.2 -49.2
#o] 3 AHE 669 1,243 702 46.2 -43.5
s = N 325 535 323 39.3 -39.6
MEZg o= 318 510 529 37.6 3.7
nl-g-l 174 308 248 43.5 -19.5
A1 595 1,243 1,105 52.1 11.1

A& Petrulis/Mindy/& Others(1987)
n o A kel gt shelol= A 9Etal AbEd

O 34, 1980 E A$3t v=ro] AA (L2719} shofo] A9 =
A7y AL- 19773 A 1981 Atololl&= 42.1%7}F A3k}, 198139
Al 19861 Aloldl= 27.2%7}) sFEkdt

3
-7 F e SRl B e FHUNE ol WY vFH A
BE, Yol 2 2H0E, Wyl Fehls, BT A FA
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O A= AAFE o] &x9] F&T A4 o2 FCA(Farm Credit Agency)
=8 A

S
sAANF S Y3t ALAEZA =9 3 (loan Consolidation), TH
=2 (Loan Rescheduling), +243= #1274 (Loan Reamortization), ©]
A5 24, 437 (Loan Deferral), #X|H. A3 2 13 (Conservation
Contract Program), §2]7d 7HDebt Write-down)s©] o]l a3 g 15

O =AZ 1986\ 8¢9 mAW I A1249] VHEsdd AFAY &
AR R AT ST A 5 AE 4

WA ATE ol ASES 3.

o] ol:= 7].%_

z
e
s
r
ox, oft &
o
)

15) 7 Ad A 22389 g9 AHHA dANEZE2 ¢, SRS 22
13 (Homestead Protection)s 2] ?Zﬂ Al Y3 1491 o] &dzatd tsiHE
/\iﬁﬂoﬂ:ﬁoﬂ/ﬂ /\l/zﬂo}ﬂ] 01 o}_TL ODE /\7HE Agaksl—(zﬂ-qmg 2005).

16) 71 = Zﬂ 3] Bagte= 19949 /iAo w2 FH A 25‘3} g vgk o
HAGF= 768 g vt o s Hu shevl Agxgd. diEe HE7tEol A
127 @X}EE}L A137% At g% 353k 7] Wit 1 $ A13%s o] &3
© 57F sovaA Al124e] AdiA S84 ash

17) http://www.uscourts.gov/bankruptcycourts/bankruptcybasics/chapter12.html#work
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1. o|= oA e £F

O thEuA shAEE n) 2ok Aol Hzxz F4He FA4 ol
Sejopo A WAL 1 F BY, TP 5 FAY O olojH o
W QR SeluelE o 9FS vREHAE, 1998),

ol
rr

O 1t Zep At AbA =2 AHFA7E A9 oS shA] R
A AFAE A AY wdZ e ™R8S A4 1
b AR HHA T2l gk AP YT 7FESst e
of A Ao A AF-Ake] Altel digk H&Y, 5 =4 FJYPo=
Fom, AR T 1905 YA o= o} AFALe] A4hs

oA oAt FAA =T AR A H(CAHE A, 2001).

o
>

<l

0,

g r
(b T
ok

(

(]

=
5
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‘gprkA}ol] thdF *H'(An act against such persons as do make bankruptcy)!9)
o] AN o] HE F FJAMH HAL zh= HoZA ot A

‘l_.

BAE AGe] A FE QAS(GES, 1997).

O 2719 shbgel AR F3u Hgata ARae] Fge
loit, Zrel EolME shbel HA ATAY AAL =
Aol g WA F AT A nelse Yo 4

FAl U+

2.2. 0|22 mrAlHo| S
H=2 17879 A8 E W T
A FHE AT A
Mol EAskA il 7 5

o

Hol &
AN, 1800 FH x| A wAt
W

HA1G A8z A4}l A <] 3] 7}
ARNo, 1947|744 = Al
&¢] ‘3iHinsolvency) A 2] A7}
S ARSI 18410 = A2at &
| _

O 1867 A3 W s S AAS =, AL A5
Q= ATAE 3009 o4 AFAR FAF. 188433} 18939 T3
o S Wobr 1898WlE AR AYIMPES AFI(ER

Bankruptcy Act).

O 2 % 1929958 Azte AAga7)e gae vol 1934 do] =HF=
TA 9 (Debtor's Relief Act)o] AAEHSA L, 194]7] =JH-E HAPA
HAE3|A 7} F3S gro} HASE WA A 3| ALe] 3] A (Reorganization)

) A
2ot
e

19) atolgl= 525 7HA Bankruptey®
AL Yu|st= AR = HEHAE A
a9 AU E F4e IAY JFA

Az (Broken bench)ghe o
A QA7 AFES R HEhd
AAF, 1998).
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S $8f 1938\ Ak 7R (L ™ Chandler Act)o] QAL o] W
Zof g FAIAH o] H(E4, 1998).

1978\dell&= A5xF AWIibH dAWsiAel dsled b E
(Bankruptcy Reform Act, % Bankruptcy Code)o] o]ol &gt o] Hoj
M= v AR Y] FF el e ol AT A5 A ] tigh 7Rl
Brhe 1A (Chapter 13)8kar dabdd AP & skl o] #ekz 5}
Rom it B BE TIAPEAE sbE Y AR g

O 19861 WAl M= 1980t el FH71E Estr] flsto] A7

Eo] 9= 7t=F g et AFE-ZA(Adjustment of Debts of a Family
Farmer with Regular Annul income)®l] #3F #1273 (Chapter 12)& 21435}
I AN A A=E A

19943 9] MAANME 2E5d9 FAAE LH| AR LA o A F-§ 9
Yool Ayz mEl w JARZE Ha, 45 iR
(Bankruptcy)oll Al A+ ZHDebtor) 2 474 5t

o] ¥ AALNVIE Ao 1 writy 3y

. 19843 49 F¥ Ao o5 H Y (Inferior court)ﬁli
%(Federal Bankruptcy Court)S A x|ste] & gatakd
= HYES il A3, 1996).
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A7 durd el FabAatels HERE A 13 s F7]13
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513tg 02 Axstel AL
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dot

= AY Faaedezi g AFE Hdehrie dAE Fa e

O B3k A 127 A= A7AQ] dAaSo] = 7Sl gk AT
ZA A 2HAdjustment of Debts of an Family Farmer with Regular Annual
Income)E SETZEE AXA st 5719 thFapibs WAg AL 7

S R }-‘4 Solgh AMEI]L o]of o] A7) W= IAES QG
=9 IAHS AF s o]F FAE e MBS AA oA Al
A 2= 9] »}}&xﬂEOH BES VAL

O

2.3. 0|= ofututibHol A
O m=e] gabye AAH o2 A wAMHA 2113 (United States Code ;
U.S.C, Title 1ol #3550 dar, AWapibyg o] shelrA el AAH o
24 ALY HLU.S. Supreme Court)e] A4 32+ (Bankruptey
Rule)o] l&=H o= 'U. S. C Title 28 Section 2075'¢] 1A we} n
=9 IAHYES AT
— 34kt 2 (Bankruptey Rule)< 10719 F-#(Part) &2 Yol x| =H], 2+
Fa 2 gia el digk bE RS sk AT A
1983 Fxd. 1 F 198439 & “Bankruptcy Amendments and
Federal Judgeship Act’& AAs3T=Hl, o] H2 34t 14 (Bankruptey
Rule)e A8t il Aol HEA &S I WABAT] A=
E T U0
nj kA A 118 (U.S.C Title 11,Bankruptey)S 22 SAMARE 18
3}‘: A1 A H (the Substantive Law of Bankruptcy)o.2A & 87019 %+
(Chapter) 2.2 A5 o] 9.
- At FEE = Y J%’ﬁ.% T3t 3709 AH(Chapter 1, 3, 5)

20) IAakx1Ad Aol gk ybH Y 5 ARAA; ol #eE HES v|dWH A OOTitle
28— Judiciary and Judicial ProceduredO(Part I ~ PartVD)ell 4] & 1807 Z3to. = +f

=] o
Aska o
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3} 742 o) gAARE A4S 5709 A Chapter 7, 9, 11, 12, 13)0.2
.?L

3.
O At S AL e A1de THoRA Ao 2 dnk 235
THAskaL, A3 AN, de]l, Al Al wd s, A5F
= A, AR 9 sk de 3¢ F8E T U

O A77%-2 dwraQl HiHLiquidation)ell #gh AxFE qF438kal Qle=dl 3t

Aol AFAe) AE £3, Aol AR e A
45 TR Yg. QUHOR Soletn & Gol= ATFAA )
Jaaae o,

O A9 A WA A o] 2HFZ4 (Adjustment of Debts of Municipality)
-

o e AAS FAGD G ARG Gt Ay
MAAY 5 HS Agste] ATAe] A0 Folshn oo o
NFEAAAE FATL Qg2

O Al1178(Chapter 11) d¥HA Q1 A 5227 (Reorganization) A 2+&- 74 3L
A= AFAs ALl Ak AlE BashaA Ale Algsto] o
& 502 ik do] Sl Algol wet AR AA AFE £
Fels AR olE M e Vo] AdsteE /‘}?Mle Ak o
B obef A WrrHA AT ﬂﬁ]éoﬂ uet A Q-5 HA S

Asolgelel wapzy A

rr

O A12%-(Chapter 12)2 A7|AA50] ¢l

21) A AR g o] spatel] ko= Washington DC.9] AFZ24A7F d&(3H
v 1996, pp.65-71).
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ZHAdjustment of Debts of a Family Farmer or Fisherman with Regular
Annual income )& 743t A=, FAI3] G dEA e s o]

el Bl B A% o FARAE ANl Bele) 5 sl
FEPE AT Grolt Gl BES A% B F LS i
A2 A

O A13%(Chapter 13)2 A7|A50] A& 7] gk AF24
(Adjustment of the Debts of an Individual with Regular Income)s T+ 3s}FaL
Qe FoABA 5 4714 o] e Aol ATAE I A

AR,

3. mZe] Shavg A28

3.1. ImAHH H[12%te| EF
O A28 87142 d45 U= o1y <l 4 A2t
ol ‘durA g A o] AMEEAAA Y A13FY ‘A7) AER HJFEA
A S

Aapel wls &

O A11FANAE QA A (review)S HFF A TF A 1273 2] F-A7}
AR Aol PA G E Adste] At A AEst s & £ A
HAES HAT A7 HAEAAA e & e Y g9
WS- = QA o] ssk AFoldAE S ALY - e (A
A A12256% A48 o]st M- sl 2w 918).22

O 53], #1174, 71274, A137d dafd A= A ARsE FA=
o], o] FAHAYZEA AFAE ZAPetAL e 9 AEchE 75 s

22) USDA(1997), “Do Farmers Need a Separate Chapter in the Bankruptcy Code?
Agriculture Information Bulletin No.724-09.
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A3 ABIORA(ILE) FEIHE P Do R(HYA,
1998)

O B7hEe] A12g Aol A5 AZee ATl BARAAE 441
B el Aol AR A4S 27T 5 An AgelAE
FAE gebdtel N)E AT BEIAES A4T FE A

O Hede AFzAgA ol dd Gapak Bl A9 o] Alest
= Aor Ay HE o g AUArE 2 Al soetA Fr el
= I AFEAAYS S0 F e

3.2. mbH HM12Ee| = W&

3.2.1. AHAR}

O TtAAR AnSo] sl 71 Fofsdlel @a(A109=0D). 471
AE 9= TFESo Y od A12F Axte] FA o3t A& u}
g AT A4S T 5 US AR ArSo] kAo A Al T}
Zxoloel’s T3 A 101%(18)% ¥ (19)3)
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Fa5 oM 50% °l/
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- 7FESs o] Heldle WMo R
AFe] 80%ol S BEel F F-oF A
ARelel AR 50%014E Afrate

(B)=).

233 1 7hFHo] 5

o
FE(A101% (18)%
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I 5-3. mph mM1E, M12% 2 H13%e| H|m23)

A1 A127% .
L= 2} (7N ] Bz
T @ Arzn) | el Aray) | SO ATED)
AzAR | AR, AFA A7 A7
Az | AR A5l Ut Ewolgel] Aol &4
CRIES R PO S RS
80% oldel 7tEafrolAd, &
ggAe] 50% ool HEw
A A7) 2H%
o [EEAT [ ATRE AAIE 9259 50% o] B/14 250 I& A
o) P TEFNN Fe 7
o R [ ARE ATF-REE $3.23700001 1| &, 4 FRuAot
o
212 $1,500,00001H)e] L, A+2]|$250,0000] v &4 wHE A
50%91 (01911 80%ol4h)el 9% |77} $750,000 o] el
(gohgEal A uEE &
AFY [AFAE AAF 1209 oy AARE AT 159 el
AFAR A F 909 ol
A Az |ARAE P 2gete] 19 o)
o (A% i 58 74 g @ AW
a 2874 9e gAY F 459 o)y
= |24 ° ALF 309 Y
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7 LEE PR
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A Fera
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ARrsA | BF 8 =8
AxHE | $500 $200 $90
& AR, TS AT
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o [P saa dgee
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$1,00022 $30007+4 6%, . 10%
r & ] $450,0002 7} 3%
$3,0002 %+ 3%
AE7F AFAY 8 AFAY 3%
ARA E PAl0] BE
B e 1143 59 e A11ET 5
a EFHAol g @ A9
2N A 3lo] A= ™ 2 2}yl E o)
A | ]7] 74]_l] "101__Lq1 L_Z“I ZﬂlSoJ/]— o =2 %E}\] D‘jzl'J
A127 0 ]
S e B AR g S e B
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U g s Aaad AvA BY | ARAT A FSOPIAAA| A 4aeE A
= o] A3bs o] Arts) 3 b

23) Jerome M. Stam/Bruce L. Dixon(2004), pp.5-6.
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- A1278S Eedsto] AT, AL, A3 Ad ARS8

O A2l A% A2 AAATAEY Faxu, 3
Ae] FAPLA EE 2 Apate] AAAE BEEs )
e ﬂl%?&g A A, iﬂ%w x}ﬁ 019401 @‘}M Qo

- iﬂl'%x}—‘:* ol ( JAFARS] Apabolnt FAjof Ag, 2)dA &5t
dulel ek A=, (3)mlofd Alefolut RhREA] L gl tgt A
2, WA ZZA g Alg 4o AdME Assor &

- ATl (DAEAS] Frdol gk A AaxE 53 =
o, @QAFA 25 It =, T, 7], QAFA] B At

3t =5, (OAFAe] A1t FEnef AFu|(A350], F74], 7]

EHl b, Al e, o =H], F5H], HEY 5)o RS
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g3k AR} o] 2 nlEto 7§ AekA B A7) 8 25
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= ABARe] b5 se] o= o)
S, AFARE B F A5 WS
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HUE B 5 RS WA R 253 JuE TP T
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e oA oK
A FASAL, v A A9 QY Ao Eo A thgRE wobd A}

- 20059 A HAL ALuEow $200, HHHE $395 3

25) PAHY AHYAOlE FHx
(http://www.uscourts.gov/bankruptcycourts/bankruptcybasics/chapter12.html#work).
26) T2 T W= Alo]E= “www/uscourts.gov/bkforms/index.html® ¢
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QA Alargt AL sprbApel| Zrbste] v w9l A7) A
Aol EAE HA o2 T (Proof of Claims)shi= A< &3t A< Al
As AR AAAHIAdRTE 90 ool AlarE sfeof

AN+ FFHAHE(Unsecured Claims), BX 20 H(Secured Claims), A1
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O FHEAH(Unsecured Claims)olgt A7zl S Ak tigk -4 WA A o]
e AES Db, A 717F el @] AaE §H] ow Ao
2R igS s 5 gl B8 FHE AdAES AENLE s
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S AFste 3 A7Ae] AR ASe G wgts ¢ e T
TS AES g JHEAAE AFES S5 JtHA1225%).2D

O HHEAA(Secured Claims)olst AAA7} 2F-Aol| )t 2 HF-5 o] sHA| &=

g Agd s Zol  AFAY] EA A digh dRAS Aest A A}
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N2 AFH AFRe Huks ge Foe At

O $A214A(Priority Claims)e]&t kA &0l dF4H, AR R, &
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+ %7} (USDA ERS, 1997).

T 5-5. 1987-20029] =7} %= &

L el 128 olg%7
1986 2,118,404 -
1987 2,087,759 4,812
1988 2,055,267 3,033
1989 2,022,775 1,711
1990 1,990,283 1,340
1991 1,957,791 1,349
1992 1,925,300 1,615
1993 2,201,590 1,427
1994 2,197,690 964
1995 2,196,400 902
1996 2,190,500 1,059
1997 2,190,510 1,004
1998 2,191,360 844
1999 2,192,070 829
2000 2,172,280 731
2001 2,155,680 206
2002 2,158,090 365

A& Jerome M. Stam/Bruce L. Dixon(2004)
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