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The evaluation of direct payment for upland crops and the revision
of program for stabilizing the farm income.

Background of Research

As short-and long-term agricultural environments have been rapidly changed,

several complementary policies have adopted for Korea-US FTA. One of
policies is to establish the direct payment for upland crops. The goal of this

study is to estimate economic effects of production inducement and indirect
price that may be distorted when the direct payment for upland crops starts.

To prevent from the confusion and inefficiencies in policy implementation, it
is necessary to review issues raised such as the appropriateness of the

selection of crop items.

The initiation of farm-level income security payments has discussed since
2007, however farm-household registration was introduced in advance due to

difficulties of implementation. Finally, the practices were conducted in 2010
and 2011. Considering the direct payment for upland crops, it should be

reviewed of justification of farm-level income security payment, the possibility
of it, and other policies if necessary.

Method of Research

We use the objective function of payment targeted items except fodder crops
and estimate the response function of cultivate areas. Arrelano-Bond estimator

for DPD(Dynamic panel data) model is explored. The econometric
specification is as below.

∆
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 ∆∆

where m is location, i is payment targeted items, j is competitive items, IG is
intermediate goods price index.

Next, we analyze the impact of the declined prices and raised rent due to the

direct payment for upland crops.



In addtion, we interviewed farmers and government officials to improve the
policy. Also, farmers(384), civil servants and local government officials (215)

were surveyed.

About the farm-level income security payment program, this study statistically
analyzes the result of its practice. Importantly, the policy debates were held

in public about the agricultural income security insurance program which is
introduced as a way to promote the stability of farm management.

Research Results and Implications

First of all, we evaluated the various outcome for the direct payment amount,

400 thousand won. Their increases vary such as 11.9% of the barley price,
13.9% of the corn price, 9.4% of bean price and 3.5% of garlic price.

The result shows that areas farming upland crops will be expanded by 2,800

hectares that is 1.4% of total cultivated areas for targeted items. The price of
targeted items could be falling but the result shows the impact to price and

rent is negligible.

Considering economic effects of the direct payment for upland crops, the goal
of policy should be changed. First of all, the goal of the direct payment is to

keep the base of production and to conserve the environment. Therefore, the
payment amount and the conditions for payments need to be adjusted. Second,

the targeted item should be expanded to all upland crops except fruit and
special crops, so that will be expected to save monitoring costs. Finally,

because the fixed type direct payment is expected to be initiated in 2015, the
periods as the condition for payment in this legislation should be revised as

‘recent 1 year’.

The farm-level income security payment program is proved to not suitable.
The problems such as imbalanced benefits between farmers, the doubt of

reasonable standards and the asymmetry information problems are pointed out.

There is a need to examine the introduction of agricultural revenue insurance
for stabilizing the agricultural management from price changes or disasters.

This insurance can ensure that social benefits are to be greater than the cost



because the producer and consumer welfare increase.

For success of the revenue-insurance, the government plays a significant role
and it is preferable to use the infrastructure of crop disaster insurance.
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　 마늘** 맥류** 곡** 두류 참 ** 콩 고추**

상수항

변수

그마늘실질가격지수

그양 실질가격지수
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그두류실질가격지수

그 엽채류실질가격지수
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그특용실질가격지수

그 류실질가격지수
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지목 변경 는 경우에 지원5.2.
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도상연습 식1.1.



가상직불 추 식 소득 용1.2. ( 1: )
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농업경쟁 고에 여2.3.



미국 입보험 를 통 농가소득안 도모3.1. : 14

















캐나다 계 식 통 농가소득안 도모3.2. :
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Common Crop Insurance Policy, Basic Provisions(11-br)
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상품목 결과4.2.









산출요소 택5.1.
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입보험5.2.
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가격보험5.3.
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보험료 산출 법6.1.
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품목별 보험료 시산결과6.2. 경험통계 식:







도입효과7.1.
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험분산체계 안 안8.1.
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