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ABSTRACT

Entry of Enterprises into the Agricultural Sector: Issues and
Challenges

The purpose of this study centers on identifying issues relevant to basic
directions of the agricultural policy and addressing problems by microscopically
examining issues surrounding the entry of agricultural enterprises. Here, the
enterprises' entry into the agriculture sector means that the capital of the
non-agricultural sector invests in the agricultural sector or establishes a
subsidiary of the agricultural sector in the form of vertical integration. The most
representative type of agricultural enterprises’ entering into the agricultural
sector is establishment and operation of an agricultural corporation rather than
farming association. The number and investment scale of agricultural
corporations have been increasing in recent 5 years. Particularly, the proportion
of non-farmers’, investment in agricultural corporations with contributions of
over 500 million won was larger than that of farmers’, and this trend is
expanding.

With the introduction of the agricultural corporation system in 1990, it has
been allowed to establish an agricultural corporation either as an agricultural
corporation based on farmers’ main contribution or an agricultural corporation
via the participation of off-farm capital investment. Investments by the
non-agricultural capital include not only the direct investment in agricultural
corporations but the establishment of agricultural corporations as subsidiaries in
the form of vertical integration (sequencing) of existing companies. It is to be
noted, however, that above-mentioned investments have mainly taken place in
the livestock sector.

Under these circumstances, the government has implemented the Large-scale
Farming and Fishery Company Project since 2008 to nurture agricultural
enterprises in the agricultural production field, especially arable crop production.
However, the Project has not made marked outcomes. Even though this



vi

stagnation is partly due to the fact that the reclamation area has not yet been
completed, the main reason is the lack of aggressiveness of companies selected
as beneficiaries of the Project. Also, momentum of the selected companies has
been weakened by the dispute regarding Dongbu Farm Hannong's Glass
Greenhouse Project which had caused severe conflicts between interested
farmers and the new entrant.

The issues that concern companies' entry into agriculture are two-folds. First,
the concept of firms' entry into agriculture, issues that are pending in relation
to this concept, and the logic underpinning the pros and cons of firms' entry
into agriculture are at the center of debate. The second is the question of how
to solve an individual agenda, which, again, has closely to do with mitigating
and/or addressing conflicts between interested participants. Additionally,
diagnosis of the effectiveness of the 'Guidelines for the Agricultural Participation
of Enterprises' is of importance.

This study suggests means and ways to improve some issues, amongst others,
that require more detailed analysis and alternative proposals, including (D
promotion of Large-scale Farming and Fishery Company Projects, (2) introduction
of a profit-oriented private investment business method as an alternative
business model, (3 revising the guidelines for companies' participation in
agriculture, and @ management of practical conflicts and solutions.

Researchers: Kim Byung-ryul, Kim Soosuk, Gouk Seung-yong, Rhew Chanhee,
Kim jongin

Research period: 2016. 10. ~ 2017. 1.

E-mail address: brkim@krei.re.kr
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1. Agrica Limited A}2]

1.1, &t

ol 18] 7} V] E] =(Agrica Limited, ©|3} Agrica)= 2012'd #A] gz} o}o] A
SA 5,818has A3t L, A4 FFEE= 3,150% S (A] AR 7Y

T8 FAA= Norfund(=-2 ¢ o] £ A ), Capricorn Investment Group(7}2Z 2] &

F2171%F), African Agricultural Capital(®}2Z 2|7} FAAHE) Y.
- Agricax 7|5 WAoo ofyegl ZZAEE &Y= I A o] 4.
- A4F 31500 @ = 3 LRAEE 35t H At o, HER

1,000% 28 & st Z2AES ¢EeL F

20079 12¥€ ©zYo}l Kilombero Valley(ZEH|Z Wa)olA & XA

ftl
pE)
[l
il
)
(m
it
Mo
of2
QL
N
>
S
QL
2
[o
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O Agricax w3 Atolal AF3 A Gl = AJALE ALFal s AF

AT AH AT AA G5 e T

(B1) 72 SR

O Norfunde Norwegian Investment Fund for Developing Countriesf 2=4=S gt L290] £Xt
712)9 9HY. 20| HE AR011, L2909 HUYH +H F GiLE MGt 3. B4 =Y E=
ol FH H FXE Z0[ otd, £ EA 20z UMY HUHX, 287I&,

O Capricorn Investment Group2 20014 & FY HH=ZE HY

O African Agricultural Capital2 5% £419] £X
ZEOH, A7E N5 SEXE FH

44 %S EQH A, 3) 8 F FAA &

b

O A+3] AFCl Kilombero Plantations Limited(Z EHW 2 Z#H ol A~ guE &,
0] 3} KPL)+< Dar es Salaam(th 2 o] 242l Al 450k 2 o] 7 Mngeta &7

5,818ha(®] % 5,000has Aj4te] o8& JfEtsla QS
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-R17t & € ) Al (Public-Private Partnership: PPP) & Bl &, Agrica

91.7%, RUBADA(&-A4U o} A5 7|7t 8.3% 5 =48 =
- G2 BEA AgZEAHtitle deed)= RUBADAZF 7FAal islon,
Agrica’} g4-S Tl 53195, 2012d @A 5200ha0l T A E

O o] #AHolA 33 2L WA A5 wxhs.

- b FH oY 3H 3 A

- AbA A E F vkl A I FE NH

- 7FEA] o] 87| 8 9] ¢ 3] (National Land Use Planning Commission)®] 4|
%Jf‘fﬁ st kS EA o] &4 9 (Village Land Use Plans) 3o d3 85

- AR BEA Y SAE R AY A

- iﬁix—]lf_oﬂ IS TS F Ade A A5 ZAH(Census on Project
Affected People)

- 37 2 A dEFHTL EY T 2AL WREYSA HAE A

Sk Y B P aSAA EA o F o]

off

N
HH—‘ O'{N
flo 19

Aol R34t Y FA = ojdE E3
|

389ha s m}S9 %k o}aiﬂ, A9 W

o n2
bt
X

i
ol
= o
S
(ot
ﬁr{
oft
_‘_,
HU
oft
ol
rg
Bl
]I
o%‘:

ﬂl
::4
P~
of
ol
8
dlo

1
=

MR

o
off
N

(B 5% 1 ha)ﬂ%fu B N A oA BER A

> ol rr
ol
o

=
] 34 (Resettlement Action)ol| 4] A2 F A H-&L& 547 30002

&
fly 2
i
o
it

k=

ol

O 20121d @A Agrica® 3,050% 28 & FAstS g3 22 d&
- 54 4,229%a A A H|
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- %4 3,000ha ¥ &3}
- B4 Y
- A131(6,200m), EFAILANITE 68), A5 AlF - ADAA] (2,000 F

o] AFg Ao E A WA ] 2] (System for

- 201099 = AE7kE 23 VEAEEE FA Fohl], BT A

O AgricadlAl Z2ZAHEE AYPstHA AF Y 18&S FE393.
, w92 51, &4 1527, €84 6507
2l 15272 7]Eol Aol gldoy, A 57 AAYTEY =2
= o]
AA

O Agricax ZZHE % HA oA =4 A} A B 113 F (International Financial
%4 92 (the Equator Principles), =2 % o] A&

A3 -7 AW 2 7] (Norwegian Government Social and Environmental

S
Reporting Standards), &

Governance Criteria)= T8, ©T Y.

O A3 A= AZA Al FAaste] A1 ol A
o Aoz 3  AAF A=, ©

3w



O Agrica’t Aol Eo} QWA A
- A sgso w FL
By £47 7Y 4

- %637 EHJ_?—) ]j];]]’ ﬂﬁ]’ ‘/—;:
B

o
™ .

0]
2R
% Avlz § A9 Aulz F£art Frte

-y golo] g v FoE A ESHA ZZAE AIZ 29 Hk gt
A9 Yol Ad, 39, 272 EFY ALFYA To] AU

2. Calyx Agro A

2.1, &

O AY2 ) 1E(Calyx Agro)v 71T 2 P4 7I9e g, Bepd,
o

: o}
2alEL, 9% 3o, shebstolol 4] 103,000maF A UL, FAE A

O 20|E2/ZA(Louis Dreyfus Commodities: LDC)= MlA Zth 22 718 ¢ £ slLY. X2 EAF 0
T A3 fe, A7 8 AY ZAL HE MHA SE HIE.

O AIG Brazilia, Special Situations Fund Il 22 S8FA 7|#% 22 6,000~7,0002F H2IE EXtoHY

ojo




22, Z2HE X

el

O Calyx Agro 2010 6€ &4 79,000has 7

A g AL A

<H3E 1>

(2E 1) Calyx Agro ZX|HY &% ML
@9t ha
47 HY
T M =y PN RS M ZHHH
4&HY
20104 6¢ 103,000 43,000 25,000 59,000 103,000
2011~20124 140,000 60,000 36,000 84,000 140,000
A&: de Lapérouse(2012: 18).
O Calyx Agro= ‘91| 47 =7lolA A& 7448, thoFd 255 Aufsta
Aa<F3E 2, 3>
(S8 2) 2744 ZRBY 2 Y

= AQHH Qe e
Or2ElL} 1,646 28,062 3 57, s34 42
SEeS 16,766 0 26
SEN0| 1,818 980 34, 53223
Tt} 0] 5,023 7,832 22,81

X&: de Lapérouse(2012: 19).
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3) =7t ZRHY
@9l ha
T2 Or=glELt sotd S210] 2t t0| A
3 26,325 11,821 17,359 2,760 58,265
S 11,267 - 163 1,729 13,159
e 1,166 1,799 - - 2,964
El 3,368 - 3,313 - 6,681
7|Ef 4,829 - - 151 4,980
ZAEY 46,995 13,619 20,835 4,640 86,089
X&: de Lapérouse(2012: 19).
Calyx Agrot 4 $A19} 574 299 ¥ 744 B4 02 Folg FE5n
A+

- 20109 49 A £F3 FA 43,000ha0] 7HAE °F 19 8,000% 22
z7] A5HEHT 46% 1 =oHA .
- 25% ha oA BA (YA TIHZ AZE] A7k 1007 E o4t ZE

I 72 2= (oilseeds)= AHAHE AlE Y.

Calyx Agro’h &1l 47 Fel A A3 Y& o gL Uerin BE.

SOl AE: 1) A TY A8t S B2, 2) AR B o] AnH o]
A 23 AT B FF FAG AF @skstel P23t U

- Bebg ) AAAS £uA A% 7 AL d1 1aAdel Dot 2)
tRAGETY Ee AR WA %S ©F, 3) B FAS HH

(license) Al =7} 9.
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- BEhtol: 1) BEA Afde =24

=

HA s 2) B4 A 37
A=, 3) BEA A %] A5
FFAol: e d =UtRG FA hAo] wEA kil 9ls.

~|

23 Z2HE 7}

O Calyx Agro7} £2 5ol BAZ &t} AR 5719 HIAo] Eobye. A

(o=}

=

AA WelA 18 713 5 .

471 vdebell a3 1237) B2 ElY 9670, $-F o] 2070, Tt
o] 471, BetA 37)ol A 18 183 18 FA FEAE 95H(F
Z+o] 550’ g A 40uﬂ)ol

3, AHl, 3 A S oF 100~150 oAl Aok FENE g 2 Aok
s Wit 3~4W e AL8ete Ade A

FAA(EA, vl &, %WH) T Ak ol AY FujAtelAA FAst] A
‘E‘] A LA skl 7101&

47 BEHAAE Woz ARTEANA YA S4% 4AE AFFES FHFR S,
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3. Jantzen Development A}

O KAl ¥l & i E (Jantzen Development)= A I, £ZH}7| o}, Fujyolof
A EA 17,000ha(A A, YAHA FANE A2stal A& AE FEE 19
4,000 FE29. F8 FAAE tiE A FA4A FAY

.

O Jantzen Development= 7HQl FAA7F &fate 3 3 AL
Z Eag=s

=
3 =

n

=
A} A} (active investors) 2t

2]
(passive investors)E EF x| 348
-7l 3H Ev 5949 FFIAE At FAE AT

O Jantzen Development= A 3, € &2H}7| o}, Frpyolo| A FA4&, ©, &

g 72 AN,

48 AR AAEA N FoetA d= FAAE v
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- A 74

- 54 W3 (consolidation)

- FAE &4 FAAAA B
*

Huj gk FA ol s Axk AkS Ry AH AAFA, o5 B A
(third-party operators)oll Al < ]

237 EARE dAE ARL dESEE A9

e

( QEAUT NHEHT} 7|ty xRl B3 )

X

M= MEREZES 571 ARTTH O BRI $2 4 UTE FHAHD US. 5, 54 487
I} 5XE YUHE KEFS U2 4 U3, SO0 S2HI0MINE ZXY S 4 Y= =30 4
ot 3US UHE2 NFeL 5K YRtete 20| UMY, HIINOR 5K I 455t 295
}ojig H52, AR} Y YA3E 2R

O SNt STI2 HYUE 5 YUTO7 U0HE. HAMKE EXHIZ O U 47 0149 292 ST/ ¢
O 57| 20, Y5BSS olo 22 49 5 4T B¥S YNR2 NFos O Hie ¥

O it Aot 7210] B 5-1040/22 4ATHE OYEO2 o E5E B 4 %S,

O Jantzen Development= A} <] (arbitrage opportunities)S & 7ol Fi &4
A FA At Q5.
- TEHAG MR THAR H AAVE mEA st 9l
- BEU A4 & o509l ol 9= AE XY FHEo
o 7|7t Aol Aot A Fo F= 737 =
. .

Reo 27 B4% 31 A 44 AL U4 £9g 3




O Jantzen Development’} & &4 A4kl z19)s}

o] B WE AL &7dol vl B4t e A9

g
=
rlr
2
)
o
flo
Hmt
N

33 T2HE QI

O Jantzen Development‘; A9 FEA 18 7|3 E =Y U=
Sedel WE RIS A FE, I EAE £33 O Z(rotational) @
nhgo Ry ¥SS He F UEF 3

4. NFD Agro Ltd. AH]

4.1, 42

O NFD Agro Ltd.(°]3} NFD)+= 20054 3}etgfolo A A5 A S A2H8HA
A1 23] ARl DAP(Desarrollo Agricola del Paraguay: 3}2t3}o] & 714
Agste A & MY 2SS JH3H =

mu dlo

FD+ 20059 A ¥ o]% AES Zdsty gepgold A iR d& A
s FX8AS. o FFAA AgHY FHs BHsAS.
- BAA-AE] -8 o] Ml F & 7IHEO. 2 Sl A (triple-bottom-line approach)

T e gekils.

@)

Z

o

O 17]ell= A7 AL 2,500% 2218 AAE T3 FAsA 5. 2719 A7)
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AHE 5,0008 €8 F7F 228 AAE el E. 3719 FhE 19

g2 5 245 ﬁJrEbJrOl 2 gE dr 97t B4 713 E YWelua g

- DAP+ 20129 @A ¥ 34,300ha®] A E &t AY A8t =. 770
Ao 26,200has A5t L, 4714 9 & W4 (production modules)
S A&t S 157) FHCZHE 8,100has UAEAS.

- 2 YAA F 21,000ha0l A= sfuketr], S, F 55 AHEka 9l
.

md 27128 &) woll AA gAbE 22 40,000ha /.
O 9 BEolM &fstes +a A HA. 2709 AAE At vt
=

- gt 3o] 54 7Y (Paraguayan Agricultural Development: DAP S.A.)°|
Ae A o BRSSP

- gteto] FHF A 3] (Paraguayan Agro-Investment Society: SIAP S.A)
qxe EA 2H4HAE F3F
2 1) NFD Agro Ltd. 74
4 N
NFD Agro / DAP Organizational Structure
Figure 4
Initial investors Sponsor Developers Institutional investors } Investors

NFD Agro Lid General M, g
- Investor relations
MAF Fund LLC' - Project management and supervision

Intemational
100% 100%

(1) Limifed Liabilify Company; (2) Sociedad de inversidn Agropecuaria del Paraguay; (3) Desarmolic Agricola del Pamguay

N\ J
X&: de Lapérouse(2012: 55).
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(2% 2) NFD Agro9| ZS a4 Mgt ZAlE

Stages of NFD’s Social Integrated Approach
Figure 6

1. TRUST DEVELOPMENT  — 3 msvs
ASSISTANCE (2006-07) - (2011)

I - for the expansion of
Eeche B — the inclusive production Systam

- Protests - Demand for profes sionalization

- Collaborative enabler; micro-
= Infrastructure improvemant = Technical assistance finance
= Access to intemational market

- Productive infiatives - Financing production
- Quality contral systems
- Initial openness and high _
-Yield improvement and crop
[—— attendance rate it -
and Results - Improvement in crop mix and ) . =
= - Technalogic adoption

.

A&: de Lapérouse(2012: 59).

O DAP= A< ‘ie—ﬂ.% g8k Sl

S
ilf
o ==
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>
1o
()}
rL
©
o>
O+ ml
o
o
N
X
©
o
N2,
IS8
(@)
(@]
o,
(e}

O R FEAA 207 Ask ANE S Y, BF ANLE 9
A% ek AM FA RS 2US

gato] A
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